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MONDAY,   JULY   29,    1929,    TUESDAY,   JULY   30,    1929 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Indian  Affairs, 

St.  Ignatius^  Mont. 

The  subcommittee  met  pursuant  to  call  at  2  o'clock  p.  m.  in  the 
Indian  Hall  at  St.  Ignatius,  Mont.,  Senator  Lynn  J,  Frazier, 
presiding. 

Present:  Senators  Frazier  (chairman),  Wheeler,  and  Pine. 

Present  also:  Mr.  J.  Henry  Scattergood,  Assistant  Commissioner 
of  Indian  Affairs;  Congressman  Evans,  of  Montana:  John  Collier, 
secretary  of  the  American  Indian  Defense  Association  (Inc.)  ;  and 
Mr.  Nelson  A.  Mason,  clerk  of  the  committee. 

The  subcommittee  proceeded  under  S.  Res.  79,  Seventieth  Congress. 

Senator  Frazier.  The  hearing  will  now  come  to  order.  This  com- 
mittee is  a  subcommittee  of  the  Senate  Committee  on  Indian  Affairs 
authorized  by  Senate  resolution  to  make  a  general  survey  of  condi- 
tions among  the  Indians  throughout  the  United  States.  We  have 
visited  various  Indian  reservations  in  the  past  several  weeks  and  were 
a  little  late  in  getting  here,  and  the  time  that  we  can  spend  with  you 
is  limited.  We  are  going  to  call  witnesses  for  the  purpose  of  finding 
out  just  what  the  actual  conditions  are  on  this  reservation,  and  we 
want  the  witnesses  called  to  feel  absolutely  free  in  giving  us  the 
facts  about  conditions  as  they  actually  are  and  not  be  afraid  to  tell 
the  truth.  I  might  say  that  we  are  not  so  much  interested  in  hearing 
individual  complaints  that  you  may  have  against  your  superintendent 
or  other  Government  employees  as  we  are  in  ascertaining  what  the 
facts  are,  particularly  with  reference  to  economic  and  health  condi- 
tions, so  that  when  we  go  back  to  Washington  and  make  our  report 
of  findings  we  may  make  such  recommendations  to  Congress  as  we 
feel  are  necessary  to  promote  the  progress  and  betterment  of  the 
Indians  in  general. 

I  am  very  glad  to  say  that  we  have  with  us  to-day  Mr.  J.  Henry 
Scattergood,  from  Washington,  D.  C,  the  newly  appointed  Assistant 
Commissioner  of  Indian  Affairs,  who  took  office  the  1st  of  this 
month,  and  I  want  to  say  in  behalf  of  Mr.  Scattergood  from  the 
short  acquaintance  I  have  had  with  him  that  he  is  honestly  inter- 
ested in  the  welfare  of  the  Indians  and  will  do  the  best  he  can  to 
bring  about  better  conditions  among  you.  I  might  also  say  at  this 
time  that  if  the  superintendent  at  any  time  wishes  to  ask  questions 
of  any  of  the  witnesses  he  is  at  liberty  to  do  so.     [Applause.] 
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Albert  Lemery,  being  first  duly  sworn  to  tell  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  testified  in  substance  as  follows : 

I  am  a  farmer  living  4I/2  miles  northeast  of  here,  living  on  trust- 
patent  land.  I  have  about  235  acres  under  cultivation.  I  am  living 
under  the  ditch  but  do  dry  farming.  I  tried  water  years  ago,  but 
have  better  success  dry  farming.  My  crop  will  average  about  !25 
bushels  to  the  acre  this  year.    This  is  on  summer-fallowed  land. 

I  am  a  member  of  the  tribal  council  here.  While  I  am  under  the 
irrigation  project,  I  do  not  use  the  water.  Several  years  ago  I  used 
some  water,  and  I  wanted  to  settle  for  it,  but  they  said  they  could  not, 
so  I  don't  know  wdiat  the  charges  are  against  my  land.  I  have  not 
paid  much  attention  to  it  and  I  don't  know  what  the  charges  are. 
I  have  been  in  this  country  for  21  years.  I  was  here  when  it  was  an 
ideal  stock  country,  and  now  it  is  a  secondhand  farming  country  by 
I'eason  of  the  construction  of  a  useless  irrigation  project.  My  ex- 
perience has  been  that  with  good  first-class  cultivation  in  dry  farm- 
ing and  summer  fallowing  we  can  raise  better  crops  than  they  ever 
can  under  the  ditch.  We  can  raise  good  hard  w^heat,  something 
they  can  not  raise  where  the  land  is  irrigated,  and  even  if  winter 
wheat  is  raised  for  a  few  years  the  land  becomes  sour;  and  I  have 
seen  irrigated  winter-wheat  land  that  produced  less  than  nonirri- 
gated  time  and  time  again,  and  this  grade  of  wheat  they  raise  here 
is  not  a  milling  wheat,  and  when  you  feed  it  you  have  to  feed  more, 
as  it  is  not  as  fattening  as  hard  wheat.  My  experience  has  been 
that  the  less  water  you  use  the  better,  and  by  proper  cultivation 
on  dry  land  you  can  raise  a  better  crop.  On  the  average,  year  after 
year,  the  ground  will  produce  more  without  irrigation. 

There  has  been  expended  on  this  project  here  over  $5,000,000,  I 
understand.  There  is  a  big  expense  for  maintenance  and  operation, 
and  I  believe  it  is  only  a  question  of  time  when  the  expenses  will 
exceed  the  value  of  the  land  before  we  are  through.  I  was  first 
told  that  the  cost  of  irrigation  on  my  land  would  be  around  $30  an 
acre.  What  it  is  now  I  can't  say.  That  was  a  good  many  years 
ago.  Up  in  the  Bitter  Root  and  Camas  Prairie  district  the  charges 
are  a  lot  higher,  and  I  understand  it  will  cost  them  around  $65  an 
acre  before  they  are  through  with  it;  this  is  in  addition  to  the  main- 
tenance and  operation — at  least  that  is  what  we  understood  at  dif- 
ferent hearings  had  here  years  ago,  and  I  don't  believe  the  cost  has 
decreased  any  since.  As  I  said  before,  I  have  not  irrigated  in  a  long 
time,  but  the  charge  for  water  some  years  w^as  50  cents  and  some 
years  $1.  I  could  not  say  just  what  it  is  at  present.  There  are  very 
few  Indians  using  the  irrigation  ditch.  I  could  not  tell  you  the 
number. 

Senator  Whei:ler.  They  claim  they  have  120,000  acres  under  the 
irrigation  system.  The  records  show  that  but  33,000  are  irrigated. 
They  admit  that  they  have  a  gravity  flow  for  80,000  acres,  or  over 
twice  the  acreage  now  in  irrigation,  yet  for  the  past  15  years  they 
have  advocated  a  large  addition  to  the  system  ancl  propose  a  plan  to 
pump  water  at  an  elevation  of  325  feet  through  the  Newell  Tunnell 
and  confiscate  the  tribal  ownership  of  its  power  site.  What  do  you 
know  about  that  ? 

Mr.  Lemery.  It  is  not  feasible  or  practical  in  any  sense.  Too 
much  money  has  already  been  spent  on  the  irrigation  |)roject  which 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3269 

is  of  no  practical  use.  The  Indians  protested  from  the  beginning 
against  the  irrigation  plan  and  are  still  protesting  against  it,  and 
they  maintain  that  the  land  has  been  practically  confiscated  by  liens 
assessed  against  it  over  a  period  of  years  by  reason  of  the  irrigation 
system,  and  there  are  not  750  acres  under  the  whole  irrigation 
project  that  is  irrigated  by  Indians  and  many  thousands  of  acres 
have  been  abandoned  without  anything  growing  on  it.  We  charge 
that  the  Indian  Bureau  has  through  all  these  years  misled  Congress 
in  all  of  these  matters,  otherwise  Congress  would  have  abandoned  it 
years  ago.  It  is  ruining  the  Indians  and  threatening  the  destruc- 
tion of  the  Flathead  Valley.  The  construction  charges,  cost  of  main- 
tenance, and  other  operations  are  so  high  now  that  it  is  impossible 
to  raise  enough  on  the  land  to  pay  for  the  water,  and  the  accumu- 
lated charges  are  more  than  the  land  is  worth.  Land  values  are  not 
high  out  here.  I  had  an  Indian  tell  me  the  other  day  that  he  had 
a  quarter  he  was  trying  to  sell  for  $1,600 ;  it  has  five  or  six  hundred 
dollars'  worth  of  buildings  on  it.  The  main  ditch  runs  right  through 
his  land,  but  he  can  not  get  any  bidders,  as  no  one  wants  to  assume 
the  burden  of  these  charges  assessed  against  the  land  and  the  pur- 
chaser would  not  have  a  good,  clear  title  unless  these  liens  against 
the  land  were  paid.  There  are  a  great  many  ditches  under  the  irri- 
gation project  that  were  built  and  never  used — you  go  right  by  one 
on  the  road  to  this  place.  I  don't  know  just  how  many  miles  of 
ditches  and  laterals  were  built  and  never  used,  but  there  are  a  good 
many,  and  they  are  building  some  more. 

Before  the  Government  ever  started  the  irrigation  project  the 
Indians  had  their  own  irrigation  system  and  the  Government  came 
in  and  took  those  irrigation  ditches  over  and  appropriated  the  water 
and  tore  up  some  of  the  ditches  used  by  the  Indians  and  then  they 
turned  around  and  charged  the  Indians  the  same  as  anybody  else 
for  using  water.  It  was  our  understanding  that  we  had  the  water 
to  begin  with,  but  by  an  act  of  Congress  they  took  it  away  from  us 
and  turned  it  over  to  the  Reclamation  Service.  I  heard  of  cases  like 
that,  too,  up  in  the  Jocko  district.  Some  of  these  men  here  to-day 
know  more  about  that  than  I  do  and  can  explain  it  better  than  I 
can.  I  had  a  ditch  of  my  own,  too.  Frank  Gilkey  helped  me  build 
it  before  the  irrigation  project  was  ever  started;  when  they  came 
in  here  and  built  the  big  ditch  they  wanted  to  cut  me  out  of  the 
water  and  I  would  not  stand  for  it.  They  let  me  use  the  water  for 
a  while,  but  finally  they  cut  me  out  and  told  me  that  if  I  wanted  any 
water  I  would  have  to  get  it  out  of  the  big  ditch  and  pay  for  it. 
A  year  after  that  the  ditch  rider  came  out  and  I  had  some  words 
with  him.  Finally  he  left  the  gate  open,  but  they  afterwards  closed 
it  and  Mr.  Moody  promised  that  he  would  do  what  he  could  to  see 
that  I  got  water,  but  I  have  not  got  it  yet.  The  irrigation  project 
took  all  the  ditches  the  Indians  had  and  used  their  land  for  reservoir 
sites  and  they  have  not  paid  a  cent  for  it,  unless  they  have  done  it 
lately  and  I  don't  believe  they  have,  and  if  the  Indians  wanted  any 
water  they  had  to  pay  for  it  the  same  as  anyone  else. 

Under  the  treaty  of  1855  the  Flathead  Tribe  gave  up  the  Bitter 
Root  Valley  and  they  were  given  all  of  the  land  on  the  Flathead 
Reservation  to  hold  for  all  time  for  the  use  of  the  Flathead  Tribe, 
and  it  was  our  understanding  that  that  included  the  water  rights. 
Later  the  Government  came  in  and  took  the  water  away  from  us. 
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We  were  not  in  favor  of  this  project  from  the  beginning  and  pro- 
tested against  it,  but  they  came  in  and  put  it  in  anyway,  and  they 
promised  us  at  that  time  that  the  Indians  would  never  be  charged 
anything  for  the  water;  now  we  are  taxed  water  rent,  construction 
charges,  and  everything  else.  The  charges  are  so  high  that  enough 
can  not  be  produced  on  the  land  to  pay  them,  and  it  has  caused  a 
great  deal  of  dissatisfaction  among  the  Indians,  and  many  of  them 
are  in  very  poor  circumstances  and  have  a  hard  time  to  get  along, 
as  many  of  them  have  lost  their  land.  There  are  very  few  of  the 
old  long-haired  Indians  farming  on  this  reservation.  A  few  of  the 
middle-aged  long-haired  Indians  are,  but  not  many.  Mr.  Bullhead, 
there,  is  a  man  about  60.  He  is  farming  and  is  a  very  good  farmer, 
too.     I  am  not  a  full  blood  myself.     I  am  a  quarter  breed. 

Marie  Lemery,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows : 

Before  this  reservation  was  opened  up  there  was  a  protest  went  in 
by  the  Indians,  but  that  protest  was  headed  off  by  the  Indian  Bureau 
and  never  reached  Congress,  and  the  old  long-haired  Indians  always 
felt  very  bad  about  that,  and  I  think  there  are  some  of  them  here 
to-day  that  can  tell  just  the  way  it  was.  I  can  tell  you  in  a  general 
way  what  this  protest  was  about — they  did  not  want  the  reclamation 
project,  and  they  never  agreed  to  it,  but  it  was  constructed  here  any- 
way. I  think  Commissioner  Valentine  was  here  for  investigation, 
and  at  different  times  after  1916  there  were  investigations.  I  think 
there  was  an  investigation  before  Congress,  but  our  hearings  were 
not  printed.  There  was  also  an  investigation  on  conditions  and  also 
on  irrigation,  and  from  1916  if  we  did  not  protest  in  person,  we  pro- 
tested in  writing,  telegraph,  and  otherwise  against  the  irrigation 
project  for  the  reason  that  the  Indians  felt  they  would  not  be  able  to 
pay  the  increased  charges  on  their  land;  the  Indians  were  stock 
raisers,  they  were  not  farmers  before  they  turned  the  reservation  into 
agriculture.  We  were  told,  however,  that  there  would  be  plenty  of 
range  on  the  reservation  and  that  the  land  would  not  be  confiscated 
and  that  the  Indians  would  not  be  charged  for  the  use  of  water.  I 
think  Mr.  Moody  can  tell  you,  however,  that  the  charges  now  have 
run  up  to  as  high  as  $60  or  $65  an  acre — more  than  the  land  is 
worth.  The  Indians  were  told  that  it  would  increase  the  value  of 
their  land,  and  this  is  how  it  does — we  bought  an  80  several  years 
ago  for  $3,500  and  if  we  were  to  sell  the  same  land  to-day  we  could 
not  get  $1,500  for  it,  and  that  is  true  of  practically  all  the  land  under 
the  irrigation  project,  and,  so,  instead  of  land  increasing  in  value 
it  has  decreased. 

The  Government  came  in  here  without  our  consent  and  appropri- 
ated our  ditches,  water,  and  reservoir  sites  and  has  never  paid  any- 
thing for  them.  We  were  not  consulted  as  to  whether  we  needed  or 
wanted  irrigation.  It  was  never  brought  up  in  council  proceedings, 
and  I  believe  you  can  obtain  plenty  of  verification  on  that  here  to- 
day. Before  the  project  was  ever  started  the  Indians  protested 
against  it,  and  they  have  been  protesting  year  after  year  ever  since 
with  the  result  that  over  $5,000,000  has  been  spent  on  a  useless  proj- 
ect. No  attention  was  ever  paid  to  our  protests,  and  the  various  in- 
vestigations held  would  indicate  that  they  were  taken  by  disinter- 
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ested  parties.  Whenever  the  Indians  sent  in  a  protest  there  was 
another  one  went  in  against  us  either  by  the  agent  here  or  the  depart- 
ment, and  our  appeals  were  given  no  consideration.  So  far  as  the 
department  in  Washington  being  our  guardian  and  looking  after 
our  interests  is  concerned,  they  have  not  protected  us.  This  irriga- 
tion project  is  just  one  illustration — practically  all  of  our  affairs  have 
been  handled  in  the  same  way;  that  is  why  we  are  asking  to  have 
an  attorney  represent  us.  Most  every  business  knows  how  it  stands 
at  the  end  of  the  year,  but  not  us — Ave  can't  even  find  out  what  our 
money  is  spent  for  or  how  much.  Different  times  we  have  asked  for 
an  accounting  of  our  tribal  fund,  but  we  have  never  had  an  accurate 
accounting  of  ,it  yet.  We  understand  that  $42,000  was  used  for  the 
support  of  the  agency  here  this  year,  and  we  have  protested  against 
the  use  of  so  much  of  our  money  for  such  purpose,  but  this,  of  course, 
goes  the  way  of  all  other  protests.  We  feel  that  w^e  need  the  help  of 
an  attorney.  It  is  very  humiliating  for  the  tribe  to  have  to  ask  people 
to  work  for  them  year  after  year  for  nothing.  With  all  the  matters 
we  have  to  be  litigated  we  need  an  attorney.  The  attorney  we 
selected  the  department  objected  to  and  refused  to  recognize  him,  and 
we  know  of  no  reason  why  they  should  do  so.  There  seems  to  be 
plenty  of  money  appropriated  out  of  our  funds  to  maintain  the 
agency,  keep  a  lot  of  employees  on  the  pay  roll,  and  build  irrigation 
projects,  but  no  money  with  which  to  pay  an  attorney. 

Now,  if  this  committee  feels  that  we  are  asking  too  much,  let's  see 
if  we  can't  cut  down  on  some  of  these  other  expenses.  Mr.  Grorud, 
our  attorney — he  is  in  Washington  now — has  been  working  for  us  for 
a  long  time  for  nothing;  the  department  refuses  to  recognize  him. 
He  has  given  the  best  that  is  in  him  for  the  cause  of  the  Indians,  and 
we  feel  that  he  should  be  paid  for  his  services  whether  or  not  the  tribe 
desire  him  as  their  representative  any  longer. 

We  have  had  a  tribal  council  on  this  reservation  since  1916.  The 
officers  are  elected  by  a  majority  vote — we  have  been  holding  meet- 
ings and  election  of  officers  every  other  year  or  every  year;  if  some 
of  them  can  not  get  along  wdth  a  chairman  they  elect  a  new  one. 
We  have  annual  meetings  of  the  tribal  council;  each  district  sends 
their  delegates,  and  if  the  delegates  feel  that  they  want  a  new  chair- 
man and  new  officers  they  elect  them.  It  takes  some  time  for  a  man 
to  become  familiar  w^ith  our  matters  and  by-laws.  There  may  be 
some  here  who  are  opposed  to  Mr.  Grorud  acting  as  attorney  for 
the  tribe,  but  as  far  as  I  know,  the  man  has  given  his  best  efforts 
toward  trying  to  do  something  for  the  Indians.  He  was  appointed 
by  the  tribe  at  a  regular  meeting  to  act  for  them  six  or  seven  years 
ago.  We  have  never  authorized  any  other  attorney  to  act  for  us; 
several  propositions  have  been  made  to  the  tribal  council,  but  they 
have  never  accepted  any  of  them.  The  tribal  council  has  been  or- 
ganized legally  and  worked  legally  since  1916,  and  I  would  ask  the 
committee  to  consider  this  important  question  in  giving  us  an  at- 
torne}^ 

Senator  Wheeler.  We  have  not  the  power  to  give  you  an  attorney, 
Miss  Lemery. 

Miss  Lemery.  We  hope  our  Assistant  Commissioner  will  do  all  in 
his  power  to  help  us.     So  far  as  the  Secretary  of  the  Interior  and 
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Commissioner  of  Indian  Affairs  are  concerned,  the  Flathead  Tribe 
have  lost  confidence  in  them. 

Senator  Wheeler.  I  think  the  new  Indian  Commissioner  wants  to 
do  the  best  he  can,  and  if  he  gets  the  facts  he  will  take  care  of  you. 

Miss  Lemery.  I  hope  you  will  not  push  this  man  aside  and  give 
him  no  consideration,  as  he  has  worked  for  years  for  nothing. 

C.  J.  Moody,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows : 

I  am  project  engineer  of  the  irrigation  project;  I  have  been  in 
charge  here  since  1921.  I  came  here  first  in  March,  1911,  but  I  was 
away  on  other  projects  from  September,  1912,  to  September,  1915 ;  I 
have  been  here  continuously  since  1915.  The  project  was  first 
started  here  in  1907;  they  began  the  preliminary  surveys;  the  first 
construction  work  was  started  in  1909.  The  first  engineer  here  in 
charge  of  preliminary  surveys  w^as  E.  S.  Cutton,  and  the  field-project 
engineer  was  E.  F.  Table.  When  I  came  back  here  in  1915  about 
half  of  the  project  w^as  completed.  I  could  not  say  how  much  of  the 
tribal  or  Indian  land  the  Reclamation  Service  took  for  iheir  ditches 
and  reservoir  sites ;  that  would  be  pretty  hard  to  get  at.  The  ditches 
are  about  a  thousand  feet  long  approximately,  and  about  60  per  cent 
was  to  be  on  tribal  land  at  the  beginning  of  the  work. 

The  reservoir  sites  would  cover  between  10,000  and  15,000  acres; 
we  are  not  using  all  of  them,  however,  and  none  of  them  have  been 
paid  for,  but  there  was  an  estimate  for  the  project  to  cover  payment 
for  the  land.  In  addition  to  tliat,  exclusive  of  the  reservoir  sites 
and  land  taken  for  ditches  and  laterals,  we  took  a  small  acreage  of 
land  for  camp  sites  which  would  probably  not  amount  to  over  100 
acres.  None  of  this  land  w^as  paid  for,  but  it  was  contemplated  that 
it  would  be  paid  for  at  the  appraised  value  the  same  as  if  taken 
as  a  homestead.  The  reservation,  you  know,  was  throwm  open  in 
1910. 

Water  for  the  irrigation  project  was  obtained  from  the  streams 
and  river  on  the  reservation — Little  Fly,  Red,  Mission  Creek,  Crow 
Creek,  Big  Creek,  and  the  Flathead.  The  Indians  were  never  paid 
for  the  water  appropriated.  When  the  project  is  completed  the  total 
acreage  under  the  irrigation  project  will  be  124,500.  At  the  present 
time  we  have  112,000  acres  under  the  ditch.  There  has  been  appro- 
priated by  Congress  to  date  for  this  project  $5,220,000 — those  figures 
may  not  be  exact,  but  they  are  very  close.  Interest  is  not  taken  into 
consideration.  We  figured  we  did  not  have  to  pay  any.  I  have  not 
the  figures  with  me  as  to  the  amount  of  money  taken  in  for  water 
rentals  and  construction  charges,  but  I  believe  we  have  collected  in 
maintenance  charges  approximately  $500,000  since  the  project  was 
started.  Land  owned  by  both  whites  and  Indians  are  supposed  to 
pay  the  construction  charges  which  are  made  a  lien  upon  the  land. 
In  1915  about  60  per  cent,  or  85,000  acres,  was  Indian  land,  and  about 
70,000  acres  objected  to  this  charge  against  the  land. 

Superintendent  Coe.  At  the  present  time  there  are  about  300 
Indians  who  own  land  under  the  ditch  and  about  30  of  that  number 
use  irrigation.  A  large  part  of  the  land  is  leased  to  whites.  Last 
year  I  believe  about  1,800  acres  were  being  irrigated  by  white  men. 
I  do  not  know  what  income  was  derived  by  the  Indians  from  land 
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under  irrigation;  most  of  it  was  leased  for  a  share  of  the  crop  and 
a  part  of  the  irrigation  charge.  It  would  probably  run  from  $1  to 
$4  or  $5  an  acre.  I  would  have  to  go  through  the  leases  at  the  office 
to  tell  how  many  Indians  leased  land  under  the  ditch.  On  a  cash 
rental  the  land  usually  leases  for  about  a  dollar  and  a  half  an  acre; 
some.  I  believe,  as  high  as  $2.  The  lessee  in  most  cases  pays  the 
charges,  but  not  in  all.  Outside  of  that  there  are  no  taxes  or  other 
charges  to  be  paid. 

Mr.  Moody.  The  reservation  is  divided  into  several  irrigation 
divisions  known  as  the  Jocko,  Mission  Valley,  and  Camas  divisions. 
The  lien  against  the  land  is,  of  course,  the  cost  of  construction 
charges  up  to  the  present  time.  Public  notice  has  been  issued  and 
the  cost  at  the  present  time  in  the  Jocko  district  is  less  than  $20 
an  acre,  and  in  the  Mission  Valley  a  little  less  than  $40.  The  com- 
plete or  ultimate  cost  on  the  work  in  the  Jocko  district  has  been 
estimated  at  $40  an  acre,  in  the  Mission  Valley  $65,  and  in  the 
Camas  district  around  $100.  It  is  at  present  around  $93  in  that  dis- 
trict. There  were  several  estimates  made  by  the  Reclamation  Service 
as  to  the  cost  of  the  completed  project.  The  earliest  one.  I  believe, 
was  around  $45  an  acre  for  the  whole  project.  It  was  estimated 
that  the  project  would  cost  between  $5,000,000  and  $6,000,000.  I 
have  not  seen  the  original  estimate  and  am  not  familiar  with  it. 
Several  estimates  were  made  before  my  time,  and  in  my  capacity  as 
field  man  I  had  nothing  to  do  with  them.  We  are  not  using  any 
of  the  large  ditches  at  this  time.  I  don't  know  how  many  were  con- 
structed in  which  the  water  has  never  been  turned  into.  We  are 
using  all  the  canals  but  not  all  the  laterals.  There  are  approxi- 
mately 50  miles  of  laterals  built  which  are  not  being  used — mostly 
lands  where  the  owners  moved  away  when  water  was  available  and 
have  not  returned. 

Senator  Wheeler.  You  mean  that  the  water  was  never  turned 
into  about  50  or  more  miles  of  lateral  ditches;  there  never  was  any 
water  in  them;  they  were  never  used — in  other  words,  they  are 
abandoned  ? 

Mr.  Moody.  I  would  not  say  that  they  have  never  had  any  water 
in  them.  The  water  has  not  been  turned  in,  but  the  water  gets  in. 
I  prefer  to  say  they  are  not  used. 

Senator  Wheeler.  When  it  rains  you  mean  water  gets  into  them. 
I  am  talking  about  ditches  you  use  for  irrigation  purposes. 

Mr.  MooDY.  Well,  they  are  not  abandoned. 

Senator  Wheeler.  As  a  matter  of  fact,  the  reason  they  are  not 
being  used  is  because  all  of  the  farmers  along  the  ditch  have  moved 
away.  You  are  not  using  these  ditches  for  the  purpose  of  carrying 
water  ? 

Mr.  Moody.  Yes ;  we  do. 

Senator  Wheeler.  Is  it  not  a  fact  that  you  were  so  many  years 
getting  water  into  the  ditches  that  a  great  many  of  the  people  had 
to  leave  and  abandoned  their  property  because  of  that  fact? 

Mr.  Moody.  Yes ;  but  you  are  not  blaming  us  for  that — we  did  not 
get  the  money.  What  I  thought  you  meant  was  that  we  were  slow 
in  doing  the  work. 

Senator  W^heeler.  If  you  will  just  answer  the  questions  I  ask,  you 
won't  have  to  suppose.     We  want  the  facts,  and  settlers  have  told 
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me  that  they  had  to  move  away  because  they  could  not  get  water 
on  the  land.     Is  that  a  fact  or  not  ? 

Mr.  Moody.  Yes;  there  is  some  land  on  which  they  have  not  got 
water  yet,  about  12,000  acres,  perhaps. 

Senator  Wheeler.  You  blame  Congress  for  not  appropriating  the 
money  to  build  the  project.  How  much  was  appropriated  the  first 
year  for  construction? 

Mr.  Moody.  The  first  appropriation  was  about  $50,000,  mostly  for 
.surveys  and  possibly  a  little  construction;  the  largest  amount  of 
money  appropriated  in  any  one  year  was  in  1916-17  when  $750,000 
was  appropriated.  Up  to  1916  the  money  was  all  appropriated 
from  tribal .  funds.  How^  much  was  taken  from  the  tribal  funds 
I  do  not  know,  or  how  much  was  paid  back,  if  any ;  I  would  have  to 
get  the  figures  on  that,  but  the  act  of  1916  provided  that  all  money 
heretofore  taken  from  the  tribal  funds  should  be  reimbursed  to  the 
tribe.  Whether  or  not  they  were  to  pay  the  tribe  any  interest  for 
money  taken  from  the  tribal  fund  I  do  not  know. 

Senator  Wheeler.  Do  you  know,  Mr.  Coe,  the  amount  of  money 
taken  from  the  tribal  funds  for  the  construction  of  this  irrigation 
project  and  the  amount,  if  any,  that  has  been  paid  back? 

Mr.  CoE.  No ;  I  do  not  know.  We  have  no  records  here  that  would 
show  that. 

Senator  Wheeler.  How  much  will  it  cost  to  complete  the  project? 

Mr.  Moody.  Well,  if  everything  is  included  in  the  plan  that  is 
needed  it  will  cost  $2,400,000. 

"WHien  this  money  was  appropriated  by  Congress  for  the  construc- 
tion of  this  project  it  was  not  made  a  lien  against  the  Indian  land. 
Later,  I  believe  in  1916,  all  the  land  was  assessed,  both  white  and 
Indian,  and  under  the  Smith  Act  they  required  the  beginning  of 
collection  of  the  construction  charges  to  pay  the  cost  of  construction, 
that  was  made  50  cents  an  acre  a  year :  before  that  time  no  attempt 
had  been  made  at  collection.  After  February,  1920<  there  was  a 
maintenance  charge  assessed  against  both  the  white  and  Indian  land 
where  water  was  used  but  not  otherwise.  There  was  no  requirement 
that  they  pay  the  construction  charge  before  they  got  water.  The 
operation  and  maintenance  charges,  of  course,  would  have  to  be  paid. 

We  have  112,000  acres  under  the  ditch.  Last  year  about  34,000 
acres  under  irrigation  and  this  year,  I  believe,  a  little  less  than 
40,000.  I  have  not  got  the  exact  figures.  At  the  present  time  we 
are  short  on  water.  Of  course,  in  the  spring  season  we  had  plenty 
of  w^ater. 

Senator  Wheeler.  Of  course,  during  the  spring  season  they  don't 
need  water  like  they  do  at  this  time  of  the  year.  If  you  had  this 
$2,400,000  you  figure  that  you  could  use  that  and  could  get  sufficient 
water  to  irrigate  all  of  the  land,  do  you? 

Mr.  Moody.  Well,  in  a  year  like  this  it  would  depend  entirely  on 
storage  in  order  to  get  water.  It  has  been  pretty  dry  this  year  and 
I  doubt  whether  it  would  give  us  a  full  supply. 

Senator  Wheeler.  Well,  you  frequently  have  years  like  this  on 
this  reservation? 

Mr.  Moody.  Well,  the  last  one  it  seems  to  me  was  in  1919.  That 
was  equally  dry. 
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Senator  Wheeler.  Well,  what  is  the  next  driest  year  you  have  had 
on  this  reservation?  There  are  some  years  when  you  would  not 
have  any  need  for  irrigation  at  all? 

Mr.  Moody.  There  is  no  year  that  I  recall  when  we  would  not 
have  needed  water ;  there  were  years  when  we  had  24  inches  of  rain- 
fall, but  the  average  is  about  16  inches,  and  dry  years  about  10  inches. 
I  suppose  from  1910  to  1924  it  would  average  about  16  inches,  and 
I  do  not  consider  that  sufficient  to  raise  a  crop;  of  course,  there  is 
some  summer-fallowed  land  on  which  they  get  fairly  good  crops  of 
grain  every  other  year,  but  it  is  not  enough  for  hay.  The  farmer 
who  irrigates  is  sure  of  a  crop  every  year,  and  the  one  who  does  not 
irrigate  can  only  get  one  every  other  year. 

I  do  not  know  how  many  full-blood  Indians  are  farming  under 
the  irrigation  ditch ;  my  impression  is  that  there  are  very  few ;  very 
few  of  them  are  successful  farmers,  but  those  that  are  paying  water 
charges. 

Senator  Wheeler.  Assuming  that  the  Indians  were  assessed  and 
could  pay  $100  an  acre  construction  charges  on  their  land  for  irri- 
gation, how  many  of  them  could  make  a  living  on  it  ? 

Mr.  Moody.  Very  few. 

Senator  Wheeler.  As  a  matter  of  fact,  if  they  were  required  to 
pay  the  construction  lien,  it  would  mean  confiscation  of  the  Indian 
land,  would  it  not? 

Mr.  Moody.  Yes;  in  a  lot  of  cases. 

Senator  Wheeler.  As  a  matter  of  fact,  there  are  not  a  dozen  Indi- 
ans on  the  whole  reservation  who  could  pay  $20  an  acre  construction 
charges,  let  alone  $40,  $65,  or  $100  an  acre,  are  there? 

Mr.  Moody.  I  think  you  are  mistaken. 

Senator  Frazier.  How  many  years  do  the}^  have  to  pay  it  in? 

Mr.  Moody.  The  repayment  provides  for  40  years,  and  in  the  case 
of  the  Jocko  district  that  would  only  be  20  years,  and  they  would 
not  be  very  smart  if  they  could  not  pay  50  cents  an  acre  a  year. 

Senator  Pixe.  Fifty  cents  an  acre  does  not  pay  the  interest  even? 

Mr.  Moody.  There  is  no  interest. 

Senator  Pine.  The  Goverament  has  to  pay  interest.  If  it  cost 
$65  an  acre,  figuring  it  at  4  per  cent  annually  we  lost  about  $2  an 
acre  on  it ;  while  they  paj^  what  is  charged  against  them,  individually, 
they  don't  pay  any  interest.  I  am  trying  to  get  a  view  of  it  from 
the  taxpayers'  point  of  view.  If  the  construction  charges  are  $65 
an  acre,  the  Government  is  paying  4  per  cent  for  its  money,  then  the 
Government  is  paying  $2.60  a  year  interest  on  each  acre  of  this  land 
under  the  irrigation  project.  You  collect,  you  say,  50  cents  an  acre ; 
that  makes  a  loss  of  $2.10  on  every  acre  of  that  land  to  the  American 
taxpayer  ? 

Mr.  Moody.  Yes,  sir. 

Senator  Pine.  What  is  the  construction  charge  per  acre  in  the 
Mission  district? 

Mr.  Moody.  A  little  less  than  $40  an  acre. 

Senator  Frazier.  In  your  opinion,  can  white  farmers  pay  $100 
an  acre  for  this  land  in  addition  to  paying  the  operation  and  mainte- 
nance charges  under  present  conditions? 
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Mr.  Moody,  It  would  have  to  be  a  <^ood  farmer,  but  I  don't  got  you 
when  you  say  $100. 

Senator  Frazier.  You  said  in  the  Camas  district  the  construction 
charge  was  about  $100  an  acre.  If  a  person  bought  that  land  when 
the  ditch  was  complete  he  would  have  to  pay  that  much? 

Mr.  Moody.  He  would  pay  it  over  a  term  of  years.  It  would 
depend  on  the  annual  payments.  He  could  pay  $1  or  $2  an  acre  a 
year,  but  ordinarily  a  man  could  not  pay  one-twentieth  each  year. 

Senator  Wheeler.  It  would  take  him  some  time  to  pay  it  off  at 
the  rate  of  50  cents  an  acre  a  year. 

Senator  Pine.  Can  you  tell  us  what  is  the  construction  charge 
per  acre  and  what  is  the  maintenance  charge  per  acre  per  year,  so 
that  we  can  get  a  little  better  light  on  what  the  total  charges  are 
per  year? 

Mr.  Moody.  The  construction  charge  is  50  cents  per  acre;  in  the 
Flathead  irrigation  district  it  is  80  cents. 

Senator  Pine.  The  Flathead  is  a  larger  district? 

Mr.  Moody.  That  is  a  big  district.  The  district  collect  them- 
selves. The  taxes  would  be  50  cents  for  the  average  land  and  $1 
an  acre  for  the  best  land  per  acre. 

Senator  Pine.  And  the  maintenance  charges,  that  is  included  in 
that  also? 

Mr.  Moody.  You  mean  the  unpaid  operation  charges?  No;  that 
is  not  included. 

Senator  Pine.  What  does  the  unpaid  maintenance  charges  amount 
to  in  each  of  these  irrigations  districts? 

Mr.  Moody.  In  the  Jocko  I  think  it  is  between  $15,000  and  $20,000; 
in  the  Mission  about  $60,000  or  $70,000,  and  in  the  Camas  probably 
$15,000  or  $20,000.  I  can  give  you  these  figures  exact  if  you  wish 
to  have  them. 

Senator  Frazier.  I  wish  you  would  do  that.  I  don't  understand 
this  charge.  The  construction  charge  per  acre  you  say  at  the  present 
time  is  50  cents  an  acre.     On  wTiat  project  is  that? 

Mr.  Moody.  Over  the  entire  project.  That  is  on  account  of  the 
Smith  Act  of  1920.  That  will  be  increased  under  the  repayment 
contract,  which  provides  for  repayment  in  40  years  to  the  date  of 
public  notice.  Under  that  it  would  be  $1  a  year  beginning  after 
the  date  of  public  notice.  Therefore,  they  would  have  40  years  in 
which  to  pay  it  out  at  the  rate  of  $1  per  acre  per  year,  assuming 
that  the  cost  was  $40  per  acre. 

Senator  Wheeler.  In  addition  to  that  they  have  to  pay  the  ac- 
crued maintenance  charge? 

Mr.  Moody.  In  the  case  of  the  Flathead,  they  have  agreed  to  col- 
lect that  and  it  come  from  those  to  whom  it  is  assessed. 
.     Senator  Wheeler.  Take  a  case  like  Mr.  Lemery  here,  who  testi- 
fied that  he  does  not  use  the  water.    He  has  to  pay  each  year  for 
maintenance  ? 

Mr.  Moody.  He  has  the  minimum  charge  of  60  cents  an  acre  on 
this  reservation  assessed  for  maintenance  and  operation  when  he 
uses  the  water  or  not. 

Senator  Frazier.  What  does  he  pay  if  he  uses  the  water? 
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Mr.  Moody.  That  charge  varies  from  year  to  year  according  to 
the  secondary  cost  of  the  water  delivered.  On  the  Mission  district 
here  the  charge  is  $1  per  acre  for  water  delivered  on  the  land,  and 
his  charge  of  60  cents  an  acre  is  the  minimum  charge,  six-tenths 
of  1  per  cent.     That  is  charged  whether  they  use  the  water  or  not. 

Senator  Feazier.  Has  that  60  cents  been  charged  to  all  of  the 
land  under  the  irrigation  project  since  the  project  was  started? 

Mr.  Moody.  No.  In  August,  1924  or  1925,  it  was  40  cents.  In 
1928  it  was  raised  to  60  cents. 

Senator  Wheeler.  Most  of  the  Indians  have  not  used  any  water 
at  all? 

Mr.  Moody.  They  have  not;  no. 

Senator  Wheeler.  And  all  of  the  Indians  that  have  land  under 
the  project  have  not  been  using  the  water  and  have  not  been  paying 
the  maintenance  charge? 

Mr.  Moody.  Yes. 

Senator  Wheeler.  So  they  are  assessed  not  only  the  $20,  $40,  or 
$100  an  acre  construction  cost  but  in  addition  to  that  are  assessed 
the  accrued  maintenance  charges;  how  much  w^ould  that  amount  to 
or  average  if  they  had  not  used  the  water  at  all  ? 

Mr.  Moody.  About  $2.50  an  acre. 

Senator  Wheeler.  That  is  the  charge  assessed  against  the  land 
even  if  no  water  was  used. 

Mr.  Moody.  Yes.  sir. 

Senator  Frazier.  How  many  of  the  Indians  are  making  a  living 
farming  on  this  irrigated  land  at  the  present  time? 

Mr.  Moody.  The  biggest  part  of  my  work  has  been  in  connection 
with  the  Indians,  trying  to  get  them  to  irrigate.  I  think  50  would 
cover  the  Indian  farmers  there  at  the  present  time. 

Senator  Frazier.  How  many  of  these  50  are  making  a  living  off 
the  land  ? 

Mr.  Moody.  They  are  getting  by. 

Senator  Frazier.  How  many  of  them  would  get  by  if  they  were 
forced  to  pay  these  construction  and  maintenance  charges,  assuming 
that  they  were  to  pay  a  portion  of  the  construction  charge  each  year  ? 

Mr.  Moody.  There  would  likely  be  about  half  of  them. 

Senator  Wheeler.  Consequently  it  means  that  the  Indians  are  not 
going  to  be  able  to  pay  the  charges  assessed  against  the  land, 
doesn't  it? 

Mr.  Moody.  Unless  they  do  different  farming. 

Senator  Wheeler.  There  will  have  to  be  a  radical  change  won't 
there,  more  than  there  has  been  in  the  last  150  years  that  they  have 
been  here.  Doesn't  it  mean  that  the  Government  will  have  to  cancel 
these  liens  or  take  over  the  Indians'  land  ? 

Mr.  Woody.  That  is  the  only  way  I  see,  to  cancel  it.  I  do  not  think 
that  the  Indian  should  be  obliged  to  pay  construction  charges  as 
long  as  he  holds  his  land. 

Senator  Wheeler.  Have  all  of  the  Indians  on  this  reservation 
their  patent  in  fee? 

Mr.  Moody.  No  ;  a  great  many  of  them  hold  their  land  under  trust 
patent. 
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Senator  Pine.  As  a  matter  of  fact  when  an  Indian  sells  his  land  he 
is  obliged  to  pay  all  of  these  charges  assessed  against  his  land,  is  he 
not? 

Mr.  Moody.  He  usually  has  to  pay,  I  believe,  but  that  I  think  is  a 
matter  of  contract. 

Senator  Wpieei.er.  Consequently  when  the  Indian  sells  his  land  he 
gets  nothing  for  it.  He  can  not  sell  it  for  more  than  the  construction 
and  maintenance  charges  assessed  against  it,  and  unless  the  Govern- 
ment cancels  these  charges  it  will  mean  confiscation  of  the  Indian 
land  on  this  reservation  ? 

Mr.  Moody.  Yes,  sir. 

Senator  Wheeler.  Under  this  40-year  repayment  plan  how  many 
Indians  on  this  reservation  if  payment  were  forced  could  make 
payment  ? 

Mr.  Moody.  Not  many. 

Senator  AV heeler.  How  many  could  pay  $100  an  acre  construction 
charge  on  their  land? 

Mr.  Moody.  It  would  not  be  that  much. 

Senator  Wheeler.  Well,  $60  an  acre  outright? 

Mr.  Moody.  Xot  any  that  I  know"  of  outright. 

Senator  Wheeler.  There  are  not  half  a  dozen  tliat  can  pay  it 
under  the  present  plan? 

Mr.  Moody.  No. 

Senator  Wheeler.  Well,  are  there  any  white  men  that  could? 

Mr.  Moody.  Yes ;  there  are  some  but  it  would  be  out  of  the  question 
to  ask  them  to  do  it. 

Senator  Pine.  Secretary  Work  sent  a  committee  to  investigate 
these  projects;  what  was  their  report  on  this  project  as  to  its  practi- 
cability and  as  to  whether  or  not  it  should  be  continued  ? 

Mr.  Moody.  That  report  was  never  published;  we  never  saw  it. 

Senator  Pine.  I  think  you  said,  Mr.  Moody,  that  you  would  rec- 
ommend that  the  charges  against  the  Indian  land,  both  for  construc- 
tion and  maintenance,  be  canceled  ? 

Mr.  Moody.  What  I  said  was  that  there  should  be  no  charge 
assessed  against  the  land  as  long  as  the  Indian  held  it — for  con- 
struction. For  operation  and  maintenance  I  think  there  should  be  a 
charge,  although  it  might  be  well  to  have  him  pay  only  when  he  used 
the  water. 

Senator  Pine.  And  where  he  does  not  use  the  water  he  should  not 
pay? 

Mr.  Moody.  I  think  that  would  depend  entirely  on  his  ability  to 
make  use  of  the  water;  if  he  is  able  to  make  good  use  of  the  water 
like  a  white  man,  I  think  he  should  be  assessed.  There  are  lots  of 
Indians  of  this  type  on  the  reservation. 

Senator  Wheeler.  They  are  existing  and  getting  by  and  making 
a  living  in  a  way.  Can  you  give  me  the  names  of  a  half  a  dozen 
Indians  on  this  reservation  that  are  making  enough  money  that  they 
can  pay  the  assessment  for  maintenance  year  alter  year,  and  have 
done  that  for  the  last  10  years  ? 

Mr.  Moody.  There  are  quite  a  few  that  are  able  to  do  that.  I  don't 
mean  to  say  that  they  are  having  any  surplus  of  money  in  their 
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pocket,  but  there  are  lots  of  Indians  that  can  do  that  on  that  land 
under  the  project  if  they  farm  right. 

Senator  Frazier.  You  said,  I  believe,  that  there  are  50  Indians 
farming  under  the  ditch  and  that  about  30  of  them  use  water ;  about 
half  are  not  using  the  water  ? 

Mr.  Moody.  Many  Indians  on  the  ditch  are  not  farming. 

Senator  Frazier.  Well,  I  am  taking  your  figures.  What  propor- 
tion of  the  Indians  farming  under  the  ditch  are  using  water? 

Mr.  Moody.  I  was  referring  to  the  Indians  not  citizens.  Only 
about  10  per  cent  of  the  Indian  farmers  on  the  ditch  are  using  water. 

Senato"r  Wheeler.  As  a  matter  of  fact,  Mr.  Moody,  you  are  charg- 
ing this  60  cents  an  acre  against  the  112,000  acres  under  the  ditch 
when,  as  a  matter  of  fact,  you  could  not  furnish  water  for  more  than 
34,000  acres  if  Ihey  all  demanded  the  water  at  once? 

Mr.  Moody.  This  year  we  could  not  furnish  over  40,000.  There 
was  a  long  time  in  the  early  part  of  the  season  when  we  could  have 
delivered  them  60  per  cent  of  their  quota. 

Senator  Wheeler.  But  they  did  not  need  it  then  ? 

Mr.  Moody.  Well,  they  might  have. 

Senator  Wheeler.  They  did  noi  need  any  water  in  June  because 
they  had  all  kinds  of  rainfall  here  ? 

Mr.  Moody.  They  only  had  about  2  inches  in  June.  They  needed 
it  in  May;  they  began  heavy  irrigation  in  May  and  have  not  let  up 
yet.  We  are  only  assessing  50  cents  in  the  Jocko  district;  in  the 
Camas  it  is  80. 

Senator  Wheeler.  Well,  do  you  think  it  is  fair  to  assess  all  of  this 
land — 112,000  acres,  you  say — 60  cents  an  acre  when  you  could  not 
deliver  them  the  water  if  they  asked  for  it  ? 

Mr.  Moody.  Well,  if  they  asked  for  water  they  could  get  their 
share. 

Senator  Wheeler.  Well,  as  a  matter  of  fact,  you  have  turned 
people  down  for  water  when  they  came  and  asked  for  it? 

Mr.  Moody.  I  don't  think  we  have  if  they  had  their  bills  paid  up 
for  operation  and  maintenance.  In  that  event  we  would  not  give 
them  water  unless  we  had  an  order  from  the  superintendent.  We 
can  give  water  to  Indian  land  if  we  can  get  an  order  and  take  it 
from  some  of  their  resources  at  the  end  of  the  season. 

Mr.  Scattergood.  How^  much  acreage  do  you  expect  you  can  de- 
liver water  to  when  the  program  is  completed  ?  With  what  you  now 
have  under  way  I  understand  you  can  deliver  water  on  about  40,000 
acres  ? 

Mr.  Moody.  Well,  in  an  ordinary  year  we  can  irrigate  at  thd 
present  time  50,000  to  60,000  acres,  and  the  two  reservoirs  will  in- 
crease the  capacity  of  the  reservoirs  about  12,000  acres:  probably 
another  12,000  acres  we  could  irrigate.  There  is  another  improve- 
ment on  the  Pavlo,  the  Fort  Camas  enlargement  work,  which  will 
enable  us  to  give  more  water  to  the  Pavlo  land,  increasing  our 
acreage  that  we  can  irrigate  there  probably  5,000  or  8,000  acres. 
We  might  be  able  to  irrigate  75,000  acres  in  an  ordinary  year;  I 
don't  say  we  could  do  it  every  year. 
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Mr.  ScATTERGOOD.  Is  the  new  construction  keeping  ahead  of  the 
demand  for  water? 

Mr.  Moody.  I  think  it  is.  There  was  a  period  of  four  years  in 
which  we  did  no  work  and  that  set  jis  back;  the  new  program  is 
keeping  up  with  the  development.  The  four  years  we  did  no  work 
no  money  was  appropriated.  About  $15,000  to  $20,000  was  appro- 
priated by  Congress  each  year  for  operation  and  maintenance. 

Mr.  ScATTERGOOD.  Is  it  uot  a  fact  that  there  is  a  great  deal  of 
land  under  the  ditches  at  the  present  time  that  there  is  no  sale  for? 

Mr.  Moody.  Yes. 

Mr.  ScATTERGOOD.  You  could  not  sell  it  for  the  construction 
charges ;  is  not  that  right  ? 

Mr.  MooDY.  I  think  it  would  have  to  go  very  low. 

Senator  Wheeler.  Are  not  there  a  great  many  white  fanners  on 
the  reservation  who  can  not  make  enough  to  pay  the  taxes  on  their 
land  ? 

]Mr.  MooDY.  Very  few :  I  believe  most  of  our  white  farmers  pay 
their  taxes. 

Senator  Wheeler.  How^  much  land  does  Stanley  Scarcey  own 
under  the  ditch  ? 

Mr.  Moody.  I  don't  know. 

Senator  Wheeler.  How  much  does  Mr.  Beckwith  own? 

Mr.  Moody.  About  800  acres,  I  believe;  they  sold  some.  He  is 
interested  in  land  under  different  ownerships.    I  could  not  tell. 

Senator  Pine.  Do  you  know  the  price  received  by  the  Beckwith 
concern  when  they  sold  their  land  ? 

Mr.  Moody.  No  ;  I  don't  know ;  he  is  here  now. 

Senator  Pine.  Do  you  have  to  pump  water  on  this  project? 

Mr.  Moody.  I  have  always  contended  that  we  needed  to  pump 
water  a  part  of  the  time  each  year. 

Senator  Pine.  How  far  would  you  have  to  lift  the  water? 

Mr.  Moody.  We  have  two  pumps — in  places  120  feet,  and  I  be- 
lieve it  would  pay  to  do  that  for  a  supplemental  supply.  They  are 
pumping  water  now  on  the  Minidoka  irrigation  project  in  Idaho. 
It  was  formerly  a  30-foot  lift  there;  the  larger  part  of  it  is  60  feet 
and  some  as  high  as  90,  and  their  charge  per  acre  cost  is  something 
like  $1.50  per  acre  operation  and  maintenance. 

Senator  Pine.  As  I  understand  it,  you  propose  to  buy  power  if 
a  power  plant  is  constructed  here  and  pump  water  on  the  project? 

Mr.  Moody.  That  is  part  of  the  scheme  of  supply  when  it  becomes 
necessary. 

Mr.  ScATTERGOOD.  Mr.  Moody,  can  you  estimate  what  would  be 
the  minimum  demand  for  power  to  pump  the  required  amount  of 
water  to  supplement  gravity  flow  on  the  total  requirements  when 
the  project  is  completed? 

Mr.  Moody.  We  thought  5,000  horsepower  should  be  available; 
that  would  be  pumping  in  other  places  also — supplemental  pumping. 

Mr.  ScATTERGOOD.  FoF  a  period  of  how  many  weeks? 

Mr.  Moody.  Probably  two  months  in  the  year;  it  might  be  a  little 
more  in  case  it  was  hard  to  pump  into  the  reservoir  during  the  winter 
season  for  storage.  The  snort  season  is  in  the  latter  part  of  July, 
August,  and  September. 
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Senator  Wheeler.  As  a  matter  of  fact,  Mr.  Moody,  there  is  a 
large  part  of  the  land  under  the  irrigation  ditch  now  which  can  not 
possibly  pay  the  construction  charges;  the  land  is  not  good  enough? 

Mr.  Moody.  Not  a  large  part;  but  a  large  amount  of  the  land,  I 
would  say,  perhaps  30  to  40  per  cent,  would  not  earn  enough  to  make 
construction  payments. 

Senator  Wheeler.  There  are  a  lot  of  white  farmers  on  this  reser- 
vation who  can  not  earn  enough  on  their  land  to  pay  construction 
charges  and  taxes? 

Mr.  MooDY.  It  w^ould  be  a  hardship  for  them  to  do  it. 

Senator  Wheeler.  It  would  be  almost  impossible  for  them  to  do 
it,  even  under  the  present  plan  of  repayment,  in  40  years? 

Mr.  Moody.  Yes;  it  would. 

Mr.  Scattergood.  Is  this  project  any  worse  than  othere  that  have 
been  opened? 

Mr.  MooDY.  No.  Projects  that  I  have  visited  and  heard  about 
have  considerable  areas  where  the  land  could  not  earn  enough  on 
account  of  poor  soil,  and  it  is  the  practice  of  the  Reclamation  Service, 
I  understand,  to  suspend  charges  on,  the  land  and  give  the  owner 
a  chance  to  build  it  up.  I  believe  that  is  the  intention,  so  far  as 
this  district  is  concerned,  but  it  is  not  in  effect  yet.  We  have  some 
rather  poor  soil  here  and  it  has  poor  topography ;  it  has  a  clay  that 
is  hard  to  work  and  it  is  going  to  take  a  number  of  years  to  get  it 
in  shape;  there  is  a  lot  of  rock  on  some  of  it  and  it  is  going  to  be 
expensive  to  get  them  out. 

Senator  Pine.  Can  hay  be  raised  at  a  profit  on  this  land  under 
irrigation  ? 

Mr.  Moody.  Yes;  but  it  is  a  close  proposition.  Ordinary  hay  is 
worth  around  $8  a  ton  in  the  stack,  $12.50  f.  o.  b.  cars  for  baled  hay 
per  ton.  You  can  raise  about  3  tons  to  the  acre,  but  the  average  is 
a  little  less. 

Senator  Frazier.  On  some  of  the  reservations  we  visited  they  said 
they  could  not  sell  all  the  hay  they  raised  ? 

Mr.  Moody.  Ours  was  all  cleaned  up;  most  of  the  farmers  use 
their  hay  to  feed  dairy  stock  and  get  more  out  of  it. 

Senator  Frazier.  I  understood  you  to  say  that  the  cost  on  the 
Minidoka  Reservation  was  $1.50  an  acre  per  year;  that  is  a  Govern- 
ment-owned plant,  I  understand ;  does  that  include  the  cost  of  everv- 
thing? 

Mr.  Moody.  Yes,  sir.  They  have  their  own  plant  so  I  don't  know 
what  the  cost  of  the  pumping  operation  is. 

Mr.  Scattergood.  Do  you  know  what  the  public  utilities  would 
charge  for  that  service  ? 

Mr.  Moody.  Mr.  Kerr  is  in  the  house;  ask  him.  It  is  about  one- 
half  cent  a  kilowatt-hour,  I  believe. 

Mr.  Scattergood.  Mr.  Kerr,  can  you  tell  us  what  the  Montana 
Power  Co.  w^as  going  to  charge  for  the  pumping  of  water,  what  is 
your  general  charge  over  the  State? 

Mr.  Kerr.  Mr.  Scattergood,  I  could  not  tell  you  offhand;  it  is  a 
sliding  scale  and  I  would  not  try  to  quote  that ;  I  would  say  offhand 
about  ten  times  that. 
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Area    in   reservoir  sites   on   Flathead  Indian   Reservation   for    the    Flathead 

irrigation  project 

Acres 

Tabor  Reservoir  site 535.  94 

Type  of  land  is  mountain  side.  Most  of  timeber  removed  before 
flooding  the  land  and  remainder  will  be  paid  for  at  market  rates 
for  timber.    Reservoir  partly  developed. 

Mission  Reservoir  site 403.  90 

Type  of  land  is  mountain  side.  Most  of  timber  has  been  removed 
and  paid  for  and  that  remaining  will  be  paid  for  before  flooded. 
The  reservoir  has  not  been  developed  at  all  as  yet. 

McDonald  Lake  Reservoir  site 574.  49 

Type  of  land  is  mountain  side.  Timber  was  removed  and  paid 
for  by  logging  contractor  before  flooding.  Timber  has  been 
removed  and  Flathead  Tribe  reimbursed  for  same.  Reservoir 
fully  developed. 

Lower  Crow  Reservoir  site 5G7.  24 

Tyi)e  of  land  is  grazing,  not  suited  for  agriculture.  Very  little 
timber.    Reservoir  not  yet  constructed. 

Pablo  Reservoir  sites 2,896.48 

Type  of  land  is  agricultural.  No  timber  on  the  site.  Reservoir 
partly  developed. 

Horte  Reservoir  site 185.00 

Land  is  agricultural.  No  timber  on  site.  Reservoir  is  fully  de- 
veloped.   Part  of  land  used  for  camp  site. 

Headquarters  camp  at  St.  Ignatius 3.75 

Agricultural  land.     No  timber. 

Pablo  camp  site 20.00 

Agricultural   land.     Scattering   timber. 

Valley  View  camp  site 40.  00 

Agricultural   land.     No  timber. 

Poison   Reservoir   site 126.  96 

Largely  grazing  land.  No  timber.  Site  has  not  been  used  and 
will  probably  be  restored  to  tribe. 

Kickinghorse  Reservoir  site 784.  85 

Mostly  agricultural  land.  Development  just  beginning  this  year. 
No  timber. 

Twin  Reservoir  site 213.  24 

Mostly  agricultural  land.     Scattering  timber. 

Dry   Fork   Reservoir   site 520.00 

Mostly  grazing  land.     No  timber.     Partly  developed. 

Total 6,  871.  85 

Operation  and  maintenance  accruals,  Indian-owned  lands,  to  June 
30    1929 ' 

Jocko    division $14.  484.  68 

Mission    Valley    d(ivision ^ 38,  668.  92 

Camas    division 383.  26 

Entire    project 53,  536.  86 

Unpaid    operation    and    maintenance    assessments,     Indian-owned 
lands,  to  June  30,  1929 : 

Jocko  division $11,  640.05 

Mission   Valley   division 29,  483.  87 

Camas  division 383.  26 

Entire   project 41,  507. 18 

Mr.  Cavtlle  Dupuis,  sworn  to  testify  to  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  testified  in  substance  as  follows: 

Mr.  Dupuis.  Residence  5  miles  east  of  Poison  on  a  trust  patent 
allotment.     (President  of  the  Flathead  Tribal  Council.) 
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I  am  a  farmer,  in  the  irrigated  area  apparently,  but  I  do  not  use 
Avater.  My  land  is  hilly  and  not  suited  for  farming  purposes,  al- 
though I  raise  some  garden  produce,  which  I  irrigate  with  water 
of  my  own.     I  have  around  20  head  of  stock. 

Several  years  ago  the  Indians  on  this  reservation  raised  lots  of 
stock.  They  all  had  cattle,  but  the  reservation  was  thrown  open 
and  their  range  was  lost  and  they  had  to  get  rid  of  their  stock. 
There  are  very  few  of  the  Indians  who  have  any  cattle  now:  most 
of  them  have  no  cattle  at  all.  A  few  of  the  Indians,  but  not  many, 
have  sheep.    I  don't  keep  am^  myself. 

Senator  Wheeler.  Let  me  ask  you  this:  You  are  president  of  the 
tribal  council  now,  I  believe.    When  were  you  elected? 

Mr.  Dupuis.  I  have  not  the  minutes  with  me.  I  have  been  in  the 
chair  about  six  years,  I  believe.  We  met  the  last  time,  the  tribal 
council,  about  a  vear  ao^o.  We  meet  whenever  we  want  to  chancre 
officers  or  if  any  important  matters  come  up.  We  do  not  have  any 
regular  meetings. 

Senator  Wheeler.  When  a^ou  are  elected,  then  it  is  not  for  any 
specified  term  of  years? 

Mr.  Dupuis.  Xo;  only  when  the  tribe  wants  a  change.  We  have 
a  general  meeting  two  or  three  times  a  year,  sometimes  less.  They 
can  recall  an  officer  at  a  general  meeting,  if  they  want  to.  and  a  notice 
is  sent  out  for  that  purpose,  and  they  make  mention  for  changing 
officers.  When  a  general  meeting  is  called  we  send  out  cards  to  all 
of  the  delegates  of  the  tribal  council  and  we  ask  them  to  tell  their 
people  and  those  interested  in  some  matters  and  invite  them  to  come; 
that  notice  is  sent  to  all  the  delegates  in  the  different  districts  on 
the  reservation. 

Senator  Wheeler.  How  often  are  the  delegates  elected  from  the 
different  districts:  are  they  elected  for  any  specified  time? 

Mr.  Dupuis.  No;  no  specified  time  to  serve. 

Senator  Wheeler.  The  reason  I  ask  you  that  is  that  some  of  the 
Indians  have  complained  that  j^ou  have  not  held  an  election  to  elect 
district  officers  and  have  not  had  a  general  election  to  elect  a 
president. 

Mr.  Dupuis.  Well,  there  has  not  been  any  cause  for  changing  offi- 
cers, so  far  as  I  know. 

Senator  Wheeler.  Why  don't  you  have  a  general  election  each 
year  for  the  purpose  of  electing  a  president? 

Mr.  Dupuis.  That  could  be  done. 

Mr.  ScATTERGOOD.  At  this  meeting  held  about  a  year  ago  I  under- 
stand there  was  no  general  notice. 

Mr.  Dupuis.  Xo;  but  they  could  take  up  the  matters  and  then 
elect  new  officers. 

Mr.  ScATTERGOOD.  What  was  the  last  time  that  a  general  notice 
was  sent  out  in  which  the  notice  stated  that  there  was  to  be  an  elec- 
i  ion  of  officers  ? 

Mr.  Dupuis.  AAHien  they  chose  me  president  of  the  tribal  council, 
that  was  about  six  years  ago.  Mr.  Bell  was  president  before  me; 
as  near  as  I  recall  he  served  three  or  four  years.  He  died  when  he 
was  secretary  of  the  tribal  council ;  he  was  not  president  at  the  time ; 
there  was  no  opposition  when  I  ran. 
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Mr.  SoATTERGOOD.  Well,  what  was  the  reason  for  changing  at  that 
time  when  the  former  president  had  been  in  three  years? 

Mr.  Dupuis.  I  don't  remember  now^ ;  he  must  have  resigned,  is  the 
only  way  I  can  see.     I  don't  remember. 

Mr.  ScATTERGOOD.  Well,  how  many  delegates  are  there  to  the 
tribal  council  from  the  various  districts  and  how  long  do  they  hold 
office? 

Mr.  Dupuis.  Around  33.  They  stay  in  office  until  the  people  of 
their  district  want  a  change.  That  is  done  at  a  general  meeting. 
They  are  elected  by  the  people  of  their  district  and  approved  by 
the  whole  tribe.  The  nominations  are  made  by  the  districts  them- 
selves. 

Mr.  ScATTERGOoD.  Havc  there  been  any  changes  in  delegates  in  the 
last  six  years  ? 

Mr.  Dupuis.  A  few  died  and  others  are  nominated  and  elected 
to  fill  "up  the  vacancies. 

Senator  Pine.  Is  that  an  Indian  custom  to  continue  a  man  in 
office  as  long  as  he  lives  ? 

Mr.  Dupuis.  Well,  when  the  tribe  wants  to  make  a  change  they 
can  do  it. 

Mr.  ScATTERGOOD.  AVho  determines  the  necessity  of  calling  a  tribal 
meeting  ? 

Mr.  Dupuis.  The  chair.    If  he  wants  to  call  a  meeting  he  does  it. 

Senator  Pine.  Supposing  he  does  not  want  to  call  a  meeting,  can 
he  squelch  it? 

Mr.  Dupuis.  If  there  is  sufficient  reason  then  only  he  can  call  it. 

Senator  Pine.  But  supposing  he  does  not  want  to  call  it,  can  he 
prevent  it  ? 

Mr.  Dupuis.  Well,  that  never  came  up,  so  I  don't  know. 

Senator  Pine.  In  other  words,  if  you  felt  that  everybody  wanted 
a  meeting  called  for  the  purpose  of  an  election  I  presume  you  would 
call  one? 

Mr.  Dupuis.  Yes;  I  said  it,  too.  If  they  are  not  satisfied  that 
any  of  the  officers  are  doing  their  duty  to  notify  the  chair  to  call  a 
meeting  for  that  purpose. 

Senator  Pine.  Then,  as  far  as  you  know,  there  has  been  no  objec- 
tion to  any  of  the  officers  during  the  past  six  years? 

Mr.  Dupuis.  Well,  at  the  last  meeting  was  the  first  time:  up  to 
that  time  there  has  not  been  any  in  the  last  six  years.  There  was 
some  objection  last  year  or  some  protest  from  the  tribal  council; 
I  understood  some  people  here  got  up  a  petition  to  change  officers^ 
and  that  it  was  circulated  around  by  a  man  by  the  name  of  Mr. 
Cramer.  • 

Senator  Wheeler.  Is  he  a  full  blood  ? 

Mr.  Dupuis.  A  full-blood  white. 

Mr.  ScAiTERGOOD.  If  a  petition  was  circulated  for  a  new  election 
would  you  proceed  to  order  a  new  election  be  called  ? 

Mr.  Dupuis.  I  think  so,  if  it  had  sufficient  signatures. 

Mr.  ScATiTJiGOOD.  How  many  would  you  consider  sufficient  !f 

Mr.  Dupuis.  It  would  depend  on  if  it  was  necessary  to  (1(»  -o  we 
would  call  a  meeting  for  that  purpose. 

Mr.  ScATncRGOOD.  What  do  you  mean,  if  it  was  necessary — nec<'s 
.sary  in  your  judgment? 

Mr.  Dupuis.  Well,  I  would  not  say  that. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3285 

Mr.  ScATTERGOOD.  Then  it  really  comes  to  the  question  as  to 
whether  or  not  the  president  wants  to  call  a  meeting  to  have  himself 
thrown  out? 

Mr.  Dupuis.  Yes. 

Senator  Frazier.  But  you  would  council  with  other  members  of 
the  tribe  in  regard  to  it  ? 

Mr.  Dupuis.  Yes,  I  would. 

Senator  Frazier.  Have  you  ever  offered  to  resign  ? 

Mr.  Dupuis.  Xo,  I  have  not ;  but  many  times  I  had  a  notion  to. 

Senator  Wheeler.  You  say  Cramer  is  a  full-blood  white  man  ? 

Mr.  Dupuis.  Yes,  sir. 

Senator  Wheeler.  Is  he  a  member  of  the  tribe  ? 

Mr.  Dupuis.  Only  by  marriage. 

Senator  Frazier.  You  say  there  was  a  petition  circulated  among 
the  tribe.     When  was  that,  and  who  circulated  it? 

Mr.  Dupuis.  There  was  a  petition  circulated  among  the  tribe  last 
fall,  around  Christmas,  by  a  half  dozen  people.  I  could  name  a  few 
of  them,  I  think — Ben  Cramer  is  the  white  man  that  worked  the 
hardest;  Richard  MacLeod  and  H.  H.  Bonser;  this  Bonser  is  an 
Indian  from  North  Dakota. 

Senator  Frazier.  What  has  this  North  Dakota  Indian  to  do  with 
the  situation  out  here? 

Mr.  Dupuis.  He  is  married  to  a  member  of  the  tribe. 

Senator  Wheeler.  What  do  you  know  about  the  calling  of  some 
of  the  chiefs  together  in  Missoula  in  Attorney  Hershey's  office? 

Mr.  Dupuis.  The  first  I  saw  of  it  was  a  clipping  in  the  paper  stat- 
ing that  they  had  met  in  Missoula  for  the  purpose  of  choosing  an 
attorney  for  the  tribe.  Joe  Allard  circulated  one  of  the  petitions 
here.  I  don't  know  about  Ben  Cramer,  but  that  is  Avhat  I  have  been 
told. 

Mr.  ScATTERGOOD.  Did  this  group  that  met  to  choose  an  attorney 
counsel  with  the  tribal  council  before  they  went  there? 

Mr.  Dupuis,  No;  they  never  did. 

Mr.  ScATTERGOOD.  Would  they,  in  fact,  have  any  authority  to  make 
selection  of  an  attorney? 

Mr.  Dupuis.  No  ;  they  would  not. 

Senator  Wheeler.  Do  you  know  who  got  them  to  go  to  Missoula 
to  Attorney  Hershey's  office  ? 

Mr.  Dupuis.  No,  I  don't ;  but  I  think  Chief  Michel  could  tell  you 
about  it. 

Senator  Wheeler.  Somebody  just  handed  me  an  affidavit  from 
Michel 

Mr.  Dupuis.  That  is  the  petition  they  sent  ? 

Senator  Wheeler.  I  have  not  had  a  chance  to  read  it.  That  is 
for  leasing  the  power  site  to  the  Montana  Power  Co.  I  will  read  the 
affidavit  into  the  record. 

affidavit 
State  of  Montana. 

Connty  of  Lake,  ss: 
Sapiel  Michel,  of  Ronan.  Mont.,  beiiiir  first  duly  sworn,  upon  oath  deposes 
and  says  that  he  is  the  chief  of  the  Flathead  Indian  Tribe. 

That  on  or  about  the  22d  day  of  November.  A.  D.  19is.  Richard  McL^od.  of 
Ronan,  Mont.,  H.  H.  Bonser,  of  Poison,  Mont.,  and  Baptiste  Marengo,  of 
Poison,  Mont.,  called  on  this  aflSant's  home  near  Ronan,   Mont.,  and  wanted 
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him  to  go  to  Martin  Charlos's  place,  Evaro,  Mont. ;  that  the  affiant  asked  them 
why  they  wanted  him  to  go  there  for,  and  that  they  then  and  there  stated  that 
he  would  find  out  when  he  got  there;  and  when  they  arrived  there  Richard 
McLeod  took  a  paper  out  of  his  pocket,  and  he  stated  that  it  was  a  petition 
requesting  that  the  Indian  council  call  a  meeting  of  all  of  the  Indians  on  the 
Flathead  for  the  purpose  of  determining  what  disposition  they  wanted  to  make 
of  the  power  site  at  Poison,  Mont. ;  and  that  this  affiant  thereupon  signed  this 
petition  and,  not  being  able  to  read  or  write  English  language,  he  signed  it 
wholly  and  entirely  upon  the  information  furnished  him  by  Richard  McLeod, 
H.  H.Bonser,  and  Baptiste  Marengo.  This  affiant  now  learns  that  the  petition 
he  did  sign  was  in  truth  and  in  fact  a  petition  requesting  that  the  power  site 
near  Poison,  Mont.,  be  leased  immediately  to  the  Rocky  Mountain  Power  Co.,  of 
Butte,  Mont. ;  and  said  petition  also  provided  that  the  person  signing  the  same 
favored  the  leasing  of  the  power  site  to  the  said  company. 

That  this  affiant  did  not  know  at  the  time  that  he  was  signing  the  purport 
or  contents  of  said  petition  and  that  his  signature  was  obtained  thereto  by 
misrepresentation  and  by  fraud,  and  that  he  hereby  requests  that  his  signature 
be  stricken  from  the  said  petition;  that  this  affiant  further  states  that  he  is 
opposed  to  the  immediate  leasing  of  the  power  site  near  Poison,  Mont.,  to  the 
Rocky  Mountain  Power  Co.,  and  had  he  known  that  the  petition  made  the  pro- 
vision for  leasing  the  power  site  to  the  Rocky  Mountain  Power  Co.  he  would 
not  have  signed  the  said  petition. 

Sapiel   (his  thumb  mark)    Michel. 

Witnesses  to  mark : 
Caville  Dupuis, 
Agnes  Dupuis, 

Poison,  Mont. 

Subscribed  and  sworn  to  before  me  this  26th  day  of  November,  A.  D.  192S. 

[seal.]  John    P.    Swee. 

Notanj  Piihlic  for  ilie  State  of  Moninna. 

My  commission  expires  December  22,  1929. 

Senator  Wheeler.  What  do  you  know  about  the  circulation  of 
this  petition?  Were  these  men  authorized  to  go  to  Missoula  by  the 
tribal  council  for  the  purpose  of  selecting  an  attorney  for  the  tribe  ? 

Mr.  Dupuis.  No,  sir.  It  was  never  taken  up  with  the  delegates  of 
the  tribal  council ;  these  men  were  not  authorized  by  the  tribal  coun- 
cil to  do  that.  We  have  three  chiefs.  They  were  not  elected ;  their 
fathers  were  chiefs  before  them.  There  are  three  here  and  one  in 
Canada.  They  are  not  recognized  except  that  they  can  serve  on  the 
tribal  council  as  delegates;  they  are  notified  and  most  of  the  time 
they  are  present.  The  tribe  is  not  governed  by  chiefs  any  more. 
The  water-power  site  is  the  only  asset  this  tribe  has  left  to-day,  and 
I  have  a  statement  that  has  been  prepared  here  about  our  employ- 
ment of  an  attorney  by  the  tribal  council,  and  if  they  say  we  have 
employed  another  attorney  it  is  a  lie.  I  would  like  to  read  it  to  you, 
but  I  never  had  much  education. 

(Mr.  Dupuis's  nephew  reads  a  copy  of  the  resolution.) 

RESOLUTION 

Whereas  the  Bureau  of  Indian  Affairs  has  requested  that  we  meet  in  general 
council  for  the  purpose  of  electing  delegates  to  go  to  Washington  for  the  purpose 
of  attending  a  hearing  or  hearings  before  the  Federal  Power  Commission,  etc., 
relative  to  our  power  sites,  and  in  pursuance  to  such  a  request  we  have  caused 
a  general  meeting  of  the  Flathead  Tribal  Council  to  be  duly  called,  and  we  are 
now  duly  assembled  in  pursuance  to  such  call ;  and 

Whereas  it  is  the  sense  of  this  meeting  that  by  sending  a  delegation  of 
Indians  would  not  resyjt  in  any  benefits  to  the  Flathead  Tribe  of  Indians :  and 

Whereas  we,  as  American  citizens,  should  not  be  deprived  of  our  constitu- 
tional right  of  not  being  permitted  to  be  i-epresented  by  our  own  attornoy ;  and 
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Whereas  our  general  attorney,  Mr.  A.  A.  Grorud,  has  now  been  in  Washington 
in  our  behalf  since  hist  January,  representing  the  Flathead  Tribal  Council  in 
its  efforts  to  save  our  power  sites  valued  at  $100,000,000,  as  we  are  informed 
and  believe,  from  being  confiscated  by  and  through  the  efforts  of  the  Interior 
Department  and  its  Indian  Bureau  and  others ;  and 

Whereas,  our  said  atiorney,  Mr.  A.  A.  Grorud,  has  performed  most  valuable 
and  efficient  work  in  our  behalf  and  has  been  successful  in  blocking  the  said 
bureau  and  others  in  their  shameful  schemes  to  deprive  us  of  our  said  property 
rights,  valued  at  many  millions  of  dollars:  Be  it  therefore 

Resolved,  That  we.  tlie  Flathead  Tribal  Council,  duly  assembled  in  general 
council  on  this  lOth  day  of  November,  1927,  hereby  elect  Mr.  A.  A.  Grorud,  our 
general  attorney,  as  our  delegate  and  representative,  and  to  act  for  us  and  in 
our  stead,  and  he  is  herby  duly  and  fully  authorized  to  represent  us  before  the 
Interior  Department.  Federal  Power  Commission,  and  any  other  departments, 
commissions,  bureaus,  at  Washington,  D.  C,  and  elsewhere,  for  the  purpose  of 
presenting  the  wishes  of  the  Flathead  Tribal  Council  at  any  hearing  or  hearings 
before  said  departments,  commissions,  bureaus,  and  otherwise,  respecting  the 
Flathead  power  sites,  having  to  do  with  the  leasing  thereof  by  the  Rocky 
Mountain  Power  Co.  or  any  other  applicant  or  otherwise:  And  be  it  fui-ther 

Resolved,  That  the  sum  of  $10,000  be  paid  to  said  A.  A.  Grorud  forthwith 
for  his  expenses  and  per  diem  from  January  20,  1927,  to  date. 

Mr.  Dupuis.  I  will  summarize  the  position  of  the  Flathead  Tribe 
on  the  power-site  matter. 

The  tribe  asks  that  the  rental  value  of  its  power  site  shall  be  ap- 
praised before  a  preliminary  permit  or  a  license  shall  be  issued.  We 
ask  that  this  Senate  committee  and  the  new  officers  of  the  Indian 
Bureau  shall  take  an  active  part  in  such  appraisal  and  shall  not  leave 
the  matter  solely  to  the  Federal  Power  Commission,  whose  record  to 
this  date  has  justified  the  complete  distrust  which  the  members  of 
this  tribe  feel  in  that  commission.  We  insist,  if  such  appraisal  is 
carried  out,  that  the  delivery  of  power  at  cost  or  of  cheap  power,  by 
any  licensee  to  the  irrigation  district  shall  not  be  taken  into  considera- 
tion in  any  manner,  either  as  a  deduction  from  the  rental  value  of  the 
site  or  as  an  element  of  capital  investment  or  of  liability  to  be  credited 
to  the  licensee  with  the  effect  of  diminishing  his  rental.  On  this  very 
important  matter  we  point  out: 

First.  That  Congress  has  been  given  to  understand  that  the  de- 
livery of  cheap  power  to  the  district  by  the  lessee,  if  made,  would 
not  be  an  element  of  consideration  in  the  fixing  of  the  rental  of  the 
site.  This  assurance  has  been  given  Congress  by  our  two  Senators, 
Mr.  Wheeler  and  Mr.  Walsh.  On  the  strength  of  this  assurance,  and 
of  it  alone,  the  Senate  agreed  to  the  appropriation  for  the  building 
of  a  power-distributing  system.  I  refer  you  to  the  whole  of  the  de- 
bate in  the  Senate  of  February  21,  1928,  and  especially  to  the  corre- 
spondence between  the  Flathead  Tribal  Council  and  Senator  Walsh 
which  Senator  Walsh  read  on  the  Senate  floor.  It  is  printed  on  page 
3435  of  the  Congressional  Record  of  February  21,  1928. 

There  is  no  question  of  the  complete  good  faith  of  the  Senate  in 
this  matter.  But  in  the  face  of  this  Senate  understanding  I  now 
quote  the  statement  of  the  Montana  Power  Co.  itself,  on  page  3462 
of  the  Congressional  Record  of  that  same  day :  "  This  offer  of  cheap 
power  was  intended  to  be  one  of  the  items  of  compensation  to  the 
United  States."  We  are  convinced  that  in  practical  defiance  of 
Congress,  but  in  line  with  the  intentions  of  the  House  Committee 
on  Appropriations,  as  fully  stated  by  Congressman  Cramton,  it  has 
been  the  intention  of  the  Interior  Department,  and  it  still  to-day  is 
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the  intention  of  the  Federal  Power  Commission,  to  interpret  the 
matter  as  the  Montana  Power  Co.  has  stated,  as  quoted  above,  and  not 
as  our  Senators  have  stated  and  as  the  Senate  has  intended.  The 
Montana  Powder  Co.,  in  its  same  statement  before  the  House  Appro- 
priation Committee,  quoted  in  the  Congressional  Record  on  page 
3426,  stated  that  its  offer  of  power  at  cost  was  equivalent  to  a  "  cash 
bonus,"  and  amounted  to  $828,000,  even  if  only  a  small  part  of  the 
proposed  15,000  horsepower  delivery  was  actually  made. 

In  view  of  the  situation  which  I  here  state  we  insist  that  there 
are  only  two  possible  ways  of  protecting  the  tribe's  interest  and  of 
insuring  that  the  intent  of  Congress  will  be  obeyed.  The  first  way 
would  be  to  award  the  power  license  to  that  bidder  who  has  not 
offered  to  deliver  power  at  cost  as  a  part  of  his  payment  therefor. 
The  second  way  would  be  to  make  the  necessary  investigations  and 
to  appraise  the  rental  value  of  the  power  site,  disregarding  wholly 
the  factor  of  delivery  of  cheap  power;  and  then  to  award  to  that 
bidder  who  presents  the  best  bid  above  this  minimum  appraised 
figure,  disregarding  as  an  element  of  any  bid  any  offer  of  a  delivery 
of  cheap  power  to  the  district.  We  do  not  see  how  in  common 
honesty  and  faithfulness  to  the  Indian  wards  and  to  the  existing 
law  this  request  of  ours  can  be  refused. 

Second.  We  insist  that  no  licensee  shall  be  forced  Iby  a  sort  of 
blackmail  into  paying  $101,000  for  the  abandoned  Newell  Tunnel 
site,  or  given  an  advantage  as  a  bidder  because  he  offers  as  a  bribe  to 
the  Government  a  payment  of  $101,000  for  this  abandoned  tunnel. 
Whether  or  not  such  payment  of  $101,000  to  the  Government  by  the 
licensee  would  be  directly  deducted  from  his  rental  paid  to  the  tribe, 
it  would  in  any  case  be  credited  as  part  of  his  capital  investment  on 
which  he  is  entitled  to  earn  money,  and  thus  the  payment  for  this 
tunnel  would  ultimately  be  deductecl  from  rental  or  else  loaded  onto 
the  purchasers  of  current. 

I  wish  to  state  that  we  are  not  so  much  concerned  with  the  loss  of 
money  to  the  tribe  through  this  proposed  blackmailing  or  bribery, 
as  we  are  concerned  with  the  fact  that  the  action  is  defended  on  the 
grounds  that  the  Flathead  Tribe  does  not,  in  fact,  own  its  power  site. 
The  whole  scheme  is  dishonest  and  illegal.  It  is  claimed  by  the  In- 
dian Bureau  that  the  Government,  by  building  a  defunct  tunnel, 
which  never  used  a  drop  of  water  or  generated  a  horsepower  of 
energy,  and  which  never  even  reached  to  the  power  site,  the  Govern- 
ment thereby  acquired  an  ownership  of  part  or  all  of  the  power  site. 
This  claim  is  equal  in  its  dishonesty  with  the  attempted  filing  by 
the  Montana  Power  Co.  on  our  site,  and  that  company's  claim, 
brazenly  made  in  its  application  for  a  license,  that  it  already  owns 
100,000  cubic  feet  of  the  water  flowing  over  our  power  site  and  the 
potential  energy  to  be  generated  by  this  water.  We  denoimce  these 
efforts,  both  by  the  Indian  Bureau  and  by  the  Montana  Power  Co., 
to  continue  the  effort  at  confiscation  against  us.  and  it  is  for  this  rea- 
son, and  not  merely  for  money  reasons,  that  we  demand  the  casting 
out  from  any  license  of  any  deal  connected  with  the  Newell  Tunnel 
site. 

When  the  dam  is  being  built  at  the  power  site,  a  tem])orary  tunnel 
will  have  to  be  dug  for  a  hundred  feet  or  more  to  drain  off  the  waters 
until  the  dam  is  completed.  This  tunnel,  of  course,  will  not  have  to 
be  dug  800  feet  or  more  through  a  mountain  at  a  cost  of  $100,000. 
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AVe  protest  against  the  fiction  that  the  Newell  Tunnel  must  be 
comi^leted  and  used  to  drain  the  waters  while  the  dam  is  being  con- 
structed and  that  therefore  the  bidder  can  afford  to  pay  $101,000 
for  this  tunnel.  In  plain  language  that  is  a  fraud  and  a  lie.  The 
Newell  Tunnel  repayment  demand  by  the  Indian  Bureau  is  black- 
mail. The  Newell  Tunnel  payment  offer  by  the  Montana  Power  Co. 
is  a  surrender  to  blackmail  or  an  act  of  bribery.  We  denounce  it. 
We  are  glad,  Senators,  that  the  new  Assistant  Commissioner  of 
Indian  Affairs  is  attending  this  meeting.  We  are  told  that  he  is  a 
new  kind  of  Indian  Commissioner,  a  friend  of  the  Indians,  and  a  man 
without  fear.  We  are  told  that  he  is  an  authority  on  water-poAver 
matters.  We  know,  too,  that  your  committee  is  without  fear  and  is 
determined  that  justice  shall  be  done.  The  assistant  commissioner 
who  preceded  Mr.  Scattergood  used  all  his  energies  to  defraud  us  of 
our  power-site  rights.  And  the  committee  of  Congress  wdiich  has 
chiefly  dealt  with  our  power-site  matters  in  the  past,  has  used  its 
energies  to  defraud  us.  I  refer,  of  course,  to  the  subcommittee  on 
Interior  Department  appropriations  of  the  House  Appropriations 
Committee.  Now,  that  you  are  here,  we  feel  a  new  confidence.  We 
know  that  you  are  going  to  do  right. 

POWER   DEVELOPMENT   AND    IRRIGATION    PROJECT,    FLATHEAD    RESERVATION,    MONT. 

Ill  1925  the  Indian  Bureau,  with  the  assistance  of  Congressman  Cramton,  of 
Michigan,  proceeded  to  confiscate  the  power  sites  on  the  Flathead  River  belong- 
ing to  the  Indians  (these  power  sites  estimate  horsepower  development  of 
520,000  annual  horsepower  for  the  five  sites)  and  divert  proceeds  from  the  de- 
velopment of  these  sites  to  the  irrigation  district.  The  Indian  Bureau  took  it 
for  granted  that  these  power  sites  were  not  the  property  of  the  Indians  and 
proceeded  to  urge  legislation  which  explicitly  denied  the  Indians'  ownership  and 
ignored  it  and  directed  the  proceeds  from  this  development  to  be  delivered  to 
the  Government  and  irrigation  district. 

The  hearings  upon  the  Interior  Department  appropriation  bill  for  1927,  show 
that  the  Indian  Bureau  intended  to  construct  a  power  plant  which  would  de- 
velop 7.500  horsepower;  to  use  some  of  this  power  for  irrigation  pumping  and 
to  sell  the  rest  of  it  for  as  high  a  profit  as  could  be  obtained.  The  Indian 
Bureau  and  Congressman  Louis  C.  Cramton  expected  to  get  1%  cents  per 
kilowatt-hour  for  the  power  which  it  would  sell.  Mr.  Cramton  talked  about 
liquidating  the  whole  debt  over  $5,000,000  owed  by  the  irrigation  district,  to  the 
Government  from  the  profits  on  this  sale  of  power.  The  Indians  would  get 
nothing  under  such  arrangements. 

In  the  course  of  the  hearings  the  Indian  Bureau  not  only  exhibited  an  ex- 
treme incapacity  and  recklessness,  but  the  bureau  definitely  withheld  from 
the  records  the  facts  which  would  have  proved  that  the  pumping  project  was 
not  only  impractical  but  was  fictitious.  The  bureau  misstated  the  acreage  which 
could  be  served  by  gravity  water ;  it  misstated  the  time  when  the  pumping 
would  be  needful ;  it  misstated  the  subject  on  the  market  for  power ;  its  whole 
presentation  to  Congress  was  not  only  incompetent  but  was  misleading  and 
false. 

In  the  attempt  to  put  this  Indian  Bureau  scheme  over,  the  bureau  officials 
including  Burke,  Assistant  Commissioner  Meritt.  Superintendent  Coo.  Project 
Engineer  Moody,  and  everybody  connected  with  the  bureau  were  busy  for 
months  organizing  irrigation  units,  spreading  propaganda,  testifying  before 
Congress,  using  Government  money  and  money  appropriated  out  of  the  Indian 
funds. 

Mr.  C.  J.  Moodj ,  project  engineer,  spent  his  entire  time  for  months  endeavor- 
ing to  put  the  scheme  over  which  would  rob  the  Indians  of  their  valuable  power 
site.  He  used  the  United  States  mail  in  mailing  hundreds  of  letters,  using 
Government-franked  envelopes,  which  we  think  was  unlawful  and  that  Mr. 
Moody  should  be  compelled  to  pay  for  postage  for  the  mailing  of  such  docu- 
ments. 
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The  Indian  Bureau  scheme  for  power  development  was  a  ridiculous  one. 
Here  is  a  power  site  capable  for  developing  power  upward  of  130,000  horse- 
power. Here,  also,  the  Indian  Bureau  proposed  to  spend  about  $800,000  on  the 
project  for  developing  only  750  horsepower,  which  project  would  have  blocked 
the  larger  development. 

The  Indian  Bureau  as  far  back  as  1914  knew  the  huge  value  of  these  power 
sites. 

In  spite  of  the  protest  of  the  Flathead  Tribe  for  months  and  years,  the 
Indian  Bureau  still  stuck  to  its  fantastic  Newell  Tunnel  scheme,  with  its  fea- 
tures of  impractical  pumping  and  the  confiscation  of  Indian  revenue  and  the 
sale  of  power  for  the  benefit  of  the  irrigation  district. 

In  the  meantime,  the  Indian  Bureau  went  ahead  with  negotiations  with  the 
Rocky  Mountain  Co.,  a  subsidiary  of  the  Electric  Bond  &  Share  Co.,  which 
resulted  in  an  agreement  executed  at  the  Indian  oflice,  February  17,  1927,  which 
agreement  provides  for  the  confiscation  of  the  power  values  belonging  to  the 
Flathead  Tribes.  The  Indians  were  to  be  allowed  to  receive  30  per  cent  of  a 
cash  rental  of  $1  per  horsepower  per  hour.  This  agreement  prescribed  that 
15,000  horsepower  shall  be  delivered  to  the  irrigation  project  at  li/^  mills  per 
kilowatt-hour,  of  which  a  part  shall  be  available  for  the  resale  by  the  irriga- 
tion project.  This  idea  of  getting  part  of  the  payment  for  the  power  site  in 
the  shape  of  power  at  cost  and  of  reselling  it  at  a  large  profit  and  applying 
the  profit  to  lequidating  the  debt  of  the  irrigation  district  appears  in  the  hear- 
ing on  the  Interior  appropriation  bill  of  each  year  and  climaxes  in  this  said 
agreement  with  the  power  company. 

The  result  of  the  said  agreement  between  the  Indian  Bureau  and  the  power 
company,  in  its  bearing  on  the  rights  of  the  Indians,  is  to  split  the  proceeds 
of  the  power  sites  into  two  parts,  one  part  is  to  be  delivered  in  the  shape  of 
power  at  cost  to  be  delivered  through  a  distribution  system,  to  be  built  by  the 
Indian  Bureau  at  the  cost  of  many  hundred  thousands  of  dollars,  and  the 
said  power  resold  at  such  profit  as  the  Indian  Bureau  can  get  and  the  proceeds 
of  the  resale  will  be  disposed  of  for  the  benefit  of  the  irrigation  district. 
Then,  a  rental  will  be  fixed  very  low,  because  this  payment  in  shape  of  power  at 
cost  will  be  taken  into  consideration  and  this  reduced  rental  the  Indians  are 
to  be  allowed  to  get. 

There  are  now  two  bidders  for  the  development  of  these  power  sites,  to  wit. 
Rocky  Mountain  Power  Co.,  a  subsidiary  of  the  Electric  Bond  «fe  Share  Co.,  and 
Walter  H.  Wheeler.  The  bid  of  the  Electric  Bond  &  Share  Co.  is  $1  per  annual 
horseiX)wer  and  that  of  Walter  Wheeler  $1.12  per  annual  horsepower,  it  is 
evident  that  the  Indian  Bureau  scheme  is  designed  to  throw  this  water-power 
site  into  just  one  bidder,  the  competitor  who  has  already  proposed  to  meet 
the  implied  terms  of  the  Indian  Bureau  scheme. 

Under  the  Indian  Bureau  scheme  any  lessee  who  is  to  be  allowed  the  right 
to  develop  the  Flathead  power  sites  will  be  required  to  submit  to  the  condi- 
tions of  the  bureau  scheme  providing  for  the  giving  of  15,000  horsepower  and 
repayment  for  the  abandoned  tunnel  site  $101,000. 

Senator  Wheeler.  Before  we  go  into  this  power  site  proposal  I 
just  want  to  say  that  Walter  H.  Wheeler  is  no- relative  of  mine 
and  I  don't  know  anything  about  him  in  any  way,  shape,  or  form, 
and  I  have  nothing  to  say  for  or  against  him.  I  don't  even  know 
the  man.  You  feel  do  you,  Mr.  Dupuis,  that  this  power  site  belongs 
to  the  Indians  and  that  they  should  have  the  proceeds  derived  from 
renting  or  leasing  it? 

Mr.  Dtjpuis.  Yes;  under  the  treaty  of  1855  it  was  our  understand- 
ing that  the  Avater-power  rights  belong  to  the  Indians,  because  tliere 
is  a  range  of  mountains  all  around  and  they  call  that  the  dividing 
waters,  or  watershed.  The  tribal  council  want  to  lease  the  power 
site  to  the  best  advantage.  They  do  not  care  who  gets  it.  They 
want  to  lease  it  the  best  they  can,  and  if  some  one  wants  to  lease  it 
and  sell  power  to  the  Government* at  a  lower  cost  and  it  will  not 
cost  the  Indians  anything,  that  is  all  right,  but  we  want  to  get  the 
•full  value  of  the  rental.    We  do  not  want  the  cost  of  that  Newell 
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Tunnel,  $100,000,  taken  out  of  the  Indians.  If  they  can  get  it  out 
of  the  consumer,  that  is  all  right. 

Senator  Wheeler.  According  to  the  bid  of  the  Rocky  Mountain 
Power  Co.,  as  I  understand  it,  they  were  to  give  the  Government 
15,000  horsepower  for  use  of  the  Reclamation  Service.  Was  that  to 
be  given  to  them  or  sold?  Mr.  Kerr,  would  you  come  out  here, 
please,  and  tell  us  just  what  your  bid  is,  so  the  committee  can  get 
it  straight? 

Mr.  Iverr.  The  bid,  as  I  understand  it.  is  that  the  Avhite  farmers 
on  the  irrigation  project,  or  whoever  may  be  designated  by  them, 
shall  have  5,000  horsepower  and  2i/2  mills  per  kilowatt-hour,  this 
horsepower  to  be  for  general  use;  5,000  horsepower  and  1  mill  for 
pumping  on  the  reservation;  and  5,000  horsepower  for  1  mill  per 
kilowatt-hour  for  general  use.  The  reason  for  the  division  in  these 
latter  two  items  is  that  the  Government  was  to  receive  10,000  horse- 
power for  pumping  and  later  decided  that  5,000  horsepower  was  all 
that  was  necessary:  and  the  remaining  5,000  horsepower,  it  was 
agreed  to  by  the  company,  could  be  used  for  general  purposes. 

Senator  Pine.  Will  you  tell  us  the  difference  between  kilowatt- 
hour  and  horsepower? 

Mr.  IvERR.  Horsepower  is  75  per  cent  of  a  kilowatt-hour.  That  is 
about  as  close  as  you  can  come  to  it. 

Senator  Wheeler.  I  have  here  a  letter  written  by  Mr.  O.  C.  Mer- 
rill, executive  secretary  of  the  Federal  Power  Commission,  to  Mr. 
Collier,  which  I  will  read  into  the  record. 

Federal  Power  Commission, 
Washington,  D.  C,  January  13,  1928. 
Mr.  John  Collier, 

Executive  Secretary,  The  American 

Indian  Defense  Association  {Inc.),  Washington,  D.  C. 

Dear  Mr.  Collier  :  I  have  your  letter  of  December  30  requesting  information 
concerning  the  basis  employed  by  the  Federal  Power  Commission  in  fixing 
annual  rentals  for  the  use  of  Indian  lands  by  licensees  of  the  commission. 

Paragraph  (e)  of  section  10  of  the  Federal  water  power  act  provides  that 
licensees  shall  pay  annual  charges  to  the  United  States  for  the  purpose,  among 
others,  of  "  recompensing  it  for  the  use,  occupancy,  and  enjoyment  of  its  lands 
or  other  property  "  ;  and  it  further  provides : 

"That  when  licenses  are  issued  involving  *  *  *  tribal  lands  embraced 
within  Indian  reservations  the  commission  shall  fix  a  reasonable  annual  charge 
for  the  use  thereof,  and  such  charges  may  be  readjusted  at  the  end  of  20  years 
after  the  beginning  of  operations  and  at  periods  of  not  less  than  10  years  there- 
after in  a  manner  to  be  described  in  each  license." 

No.  14  of  the  commission's  regulations,  which  relates  to  annual  charges, 
pro\ides  in  section  5  that : 

"  When  licenses  are  issued  involving  the  use  of  tribal  lands  embraced  within 
Indian  reservations  the  commission  will  fix  a  reasonable  annual  charge  for  the 
use  thereof,  based  upon  the  commercial  value  of  the  land  for  the  most  profitable 
purpose  for  which  suitable,  including  power  development.  The  charge  shall 
commence  upon  date  license  is  issued." 

It  has  been  the  practice  of  the  commission  in  carrying  out  the  above-quoted 
provisions  of  the  law  and  of  its  regulations  at  annual  charges  for  the  use  of 
Indian  lands  on  the  basis  of  what  is  sometimes  called  the  economic  rent.  To 
determine  charges  on  such  a  basis  it  is  necessary  to  know  the  probable  cost< 
of  the  construction  of  the  project  and  the  probable  operating  costs  and  fixed 
charges,  the  probable  amount  of  energy  to  be  developed,  and  the  probable  price 
to  be  received  therefor.  From  these  data  or  estimates  may  be  estimated  the 
price  which  could  be  paid  for  all  the  lands  to  be  used  and  still  leave  the  licensee 
the  standard  return  upon  the  cost  of  the  project,  including,  of  course,  the  as- 
sumed cost  of  the  lands.     By  these  means  a  value  per  acre  for  the  purposes  of 
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the  project  is  determined  for  the  lands  to  be  used  in  the  project,  and  annual 
charges  per  acre  of  Indian  lands  are  taken  at  that  rate  of  interest  which  was 
estimated  in  determining  fixed  charges  for  the  project,  and  which  is  one  of  the 
items  which  enters  into  the  determination  of  land  valuation. 

The  above  outlines  the  general  rule  which  is  followetl  in  fixing  charges  for 
Indian  lands.  Details,  of  course,  have  varied  with  individual  cases;  and  in 
the  majority  of  cases  it  has  been  necesi^ary  to  work  from  estimates  of  cost 
rather  than  from  known  costs. 

There  is  no  such  a  thing,  so  far  as  I  am  aware,  as  a  standard  value  for 
water-i)ower  rights  or  for  lands  used  in  power  development.  The  more  ex- 
pensive it  is  per  unit  of  output  ro  construct  the  physical  plant,  the  less  will 
be  the  relative  value  of  lands  and  of  water  rights.  It  is  necessary,  therefore, 
to  deal  with  each  case  individually.  It  is  not  possible,  therefore,  to  say  off- 
hand what  is  i*'4ative  value  of  power  rights  in  the  Menominee  Reservation  as 
compared  with  those  in  the  Flathead  Reservation.  However,  there  is  this  dis- 
tinct difference  between  the  Shawano  site  on  the  Menominee  Reservation  for 
which  lic(  nse  has  already  been  issued  and  the  Flathead  sites  for  which  appli- 
cation for  preliminary  permit  is  now  peiulini:.  In  the  Menominee  case  the  Indian 
lands  to  be  used  were  70  per  cent  of  the  entire  project  area.  In  the  Flathead 
case  the  area  of  the  lands  to  be  tlooded.  if  the  lake  elevation  is  held  at  2.30O 
feet,  is  31,600  acn  s,  of  which  3,050  acres,  or  less  than  10  per  cent,  are  tribal 
Indian  lands.  Certain  additional  tribal  lauds,  of  course,  will  be  used  for  the 
location  of  dams  and  other  structures,  but  they  will  make  a  relatively  sm^iU 
increase  in  the  proportion  of  tribal  lands.  The  ratio  of  Indian  lands  in  the 
project  is.  therefore,  approximately  seven  times  as  great  in  the  Menominee 
case  as  in  the  Flathead  case.  These  figures,  moreover,  do  not  take  into  account 
the  120,0<X)  acres  of  lake  bed  which,  presumably,  are  the  property  of  the  State 
of  Montana.  If  everything  else  except  the  ratio  of  Indian  lands  were  the  same 
in  the  two  cases,  a  payment  of  $1  per  horsepower  on  the  Flathead  w^ould  be, 
in  fact,  several  times  greater  a  return  for  the  Indian  lands  than  the  $2.57  per 
horsepower  on  the  Menominee  Reservation. 

You  will  urHlerstand,  of  course,  that  no  attempt  has  been  made  to  determine 
for  the  Flathead  site  the  charges  wdiich  would  be  made  on  the  basis  which  I 
have  discussed  in  the  fourth  paragraph  of  this  letter,  for  the  reason  that  the 
data  upon  which  estimates  of  this  character  could  be  made  are  not  now  avail- 
able and  will  not  be  available  in  the  absence  of  the  detailed  surveys,  designs, 
and  estimates,  for  the  procurement  of  which  it  is  customary  to  issue  a  pre- 
liminary permit.  You  will  likewise  understand,  I  presunie,  that  the  $1  per 
horsepower  which  has  been  proposed  for  the  Flathead  sites  was  not  a  figure 
determined  by  the  Federal  Power  Commission  and  that  it  is  an  aggregate 
amount  which  includes  not  only  rental  for  the  use  of  tribal  lands  but  also  for 
other  lands  title  for  which  is  in  the  United  States  and  the  so-called  adminis- 
trative charge. 

Very  truly  yours, 

O.  C.  Merrill, 
Executive  Secretary. 

Do  you  know  anything  about  that  all,  Mr.  Kerr? 

Mr.  Kekr.  May  I  ask  you  a  question  ? 

Senator  Wheeler.  Certainly. 

Mr.  Kerr.  Am  I  to  have  my  time  now  ?  I  think,  in  view  of  what 
has  just  been  read  into  the  record,  that  it  would  be  helpful  in  mak- 
ing my  statement. 

Senator  Wheeler.  We  just  want  you  to  answer  the  questions. 

Mr.  Kerr.  My  understanding  of  the  attitude  of  Mr.  Merrill  was 
that  so  far  as  the  Power  Commission  was  concerned  they  had  nothing 
to  do  with  the  so-called  agreement  about  $1  per  horsepower;  that 
was  simply  conversation  around  the  department,  and  when  I  came 
to  his  department  under  that  section  of  the  law  which  provides  for 
the  valuing  of  the  property  he  would  then  check  up  on  it. 

Mr.  ScATTERGooD.  The  thought  I  had  was  this :  The  idea  I  had  was 
that  this  $1  per  horsepower  was  to  be  collected  from  whoever 
leased  it,  either  $1  or  ^1.50;  that  was  going  to  be  the  minimum; 
that  wn?  tho  undor'^fnnrlinfr  v.-o  had. 
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Senator  Wheelek.  That  was  the  understanding  I  had  and  that 
was  the  statement  I  made  on  the  Senate  floor  and  the  understanding 
that  the  Senate  had  when  it  appropriated  $325,000  to  build  this 
site — that  the  money  was  going  to  the  Indians  less  the  adminis- 
trative charges  to  the  Power  Commission.  I  think  I  am  safe  in 
saying  that  Mr.  Collier  had  that  understanding  also  and  that  it  was 
explained  to  the  Senate  in  that  way.    That  was  your  understanding? 

Mr.  Kerr.  Yes. 

Senator  Wheeler.  Everybody's  understanding? 

Mr.  Kerr.  Yes. 

Senator  Wheeler.  And  this  letter  was  w^ritten  subsequent  to  that 
time,  which  would  seem  to  indicate  that  the  Power  Commission  knew 
nothing  about  it,  and  that  has  brought  about  some  question  in  the 
minds  of  these  people. 

Mr.  Kerr.  I  think  what  Mr.  Merrill  means  is  that  he  was  charged 
under  the  law  to  secure  estimate  in  the  prescribed  manner,  and  that 
he  was  not  going  to  submit  to  any  conversation  that  was  going  on 
around  the  Senate.  I  remember  when  all  this  conversation  was  going 
around.  It  was  all  brought  about  by  the  enabling  act  to  return  the 
property  to  the  Indians.  That  was  the  law,  and  $395,000  was  appro- 
priated for  the  purpose  of  building  this  small  power  site ;  and  there 
was  no  provision  for  payment  to  the  Indians,  it  was  all  going  to 
the  reclamation  project;  and  the  Indians  after  that  protested  against 
it,  but  in  view  of  the  fact  that  it  was  lying  idle  and  there  was 
no  prospect  of  leasing  it  to  anybody  we  let  it  pass  and  thought  it 
might  as  well  be  used  for  that  purpose  as  for  any  other.  Subse- 
quently, however,  the  Rocky  Mountain  Power  Co.  put  in  a  bid  for  the 
site,  and  it  was  the  understanding  with  the  Commissioner  of  Indian 
Affairs  that  it  should  all  go  to  the  Indians ;  that  was  the  understand- 
ing, that  whatever  was  collected  should  go  to  the  Indians,  less  the  ad- 
ministrative charges  of  the  Federal  Power  Commission. 

Senator  Wheeler.  You  felt  that  when  the  Montana  Power  Co. 
were  giving  this  cheap  rate  to  the  white  settlers  that  they  were  prob- 
ably taking  something  away  from  the  Indians? 

Mr.  Dupuis.  We  naturally  would. 

Senator  Wheeler.  You  don't  care  how  cheap  a  rate  the  Power 
Co.  give  the  white  settlers,  providing  they  pay  the  Indians  what 
is  right  for  the  power  site? 

Mr.  Dupuis.  No,  sir. 

Senator  Wheeler.  I  take  it  that  there  is  no  bad  feeling  between 
the  whites  and  Indians  on  this  reservation — ^that  you  get  along  good 
and  work  together? 

Mr.  Dupuis.  There  is  no  bad  feeling;  no.  We  get  along  good 
together,  but  the  Indian  usually  gets  the  worst  end  of  the  deal. 

Senator  Wheeler.  Any  other  statement? 

Mr.  Dupuis.  There  is  just  one  more  thing.  We  did  not  have  much 
time  to  get  ready  for  the  hearing  before  this  committee  and  line  up 
the  witnesses,  and  for  that  reason  I  would  ask  that  a  sum  of  money 
be  advanced  immediately  to  go  ahead  all  over  the  reservation  and  get 
the  evidence  and  testimony  and  such  things. 

Senator  Frazier.  We  sent  an  investigator  out  to  your  reservation 
here,  the  same  as  we  have  to  other  reservations,  for  the  purpose  of 
gathering  up  testimony.  We  have  a  lot  of  witnesses  here,  very  likely 
'p.f^'-o  than  we  can  hear  durino^  the  short  time  we  will  b*^  h^^re. 
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Mr.  Dupuis.  There  is  just  one  more  thing.  I  would  like  the  com- 
mittee to  see  that  our  attorney,  Mr.  Grorud,  gets  paid  for  his  services. 
He  has  been  working  for  us  for  six  years  for  nothing.  We  passed 
a  resolution  on  January  20,  1927,  to  pay  him  so  much  out  of  the 
tribal  funds,  and  the  Indian  Bureau  refused  to  pay  him.  There  was 
about  300  present  at  that  meeting  and  the  resolution  was  passed  by 
the  whole  tribe.  There  were  a  lot  of  Indians  there  in  addition  to 
the  delegates  from  the  different  districts,  and  it  was  put  up  to  the 
whole  house.  This  meeting  was  called  by  me  as  president  of  the 
tribal  council  and  by  the  superintendent,  and  cards  were  sent  to 
everyone. 

Senator  Wheeler.  Are  you  familiar  with  the  fact  that  this  at- 
torney you  appointed  has  not  prosecuted  your  jurisdictional  claims 
and  that  the  cases  have  gone  by  default  because  the  jurisdictional  bill 
was  not  worth  the  paper  it  was  written  on  ? 

Mr.  Dupuis.  Yes ;  we  don't  blame  the  attorne}^  for  that. 

Senator  Wheeler.  As  a  matter  of  fact,  you  did  come  to  Congress 
asking  for  an  amendment  to  that  bill  so  as  to  broaden  it  out  in  order 
to  recover  some  of  the  things  you  felt  you  should  recover? 

Mr.  Dupuis.  Yes. 

Senator  Wheeler.  That  was  one  of  the  early  bills  passed,  and 
there  was  a  division  between  the  House  and  the  Senate  as  to  the 
kind  of  a  jurisdictional  bill  that  should  pass.  The  House  wanted 
to  limit  it,  and  the  members  of  the  Senate  committee  wanted  some 
provisions  to  do  away  with  some  of  the  restrictions  placed  on  the 
bill  by  the  House,  but  the  President  vetoed  some  of  the  bills  contain- 
ing broader  provisions,  because  it  was  against  the  "  economy  pro- 
gram "  and  did  not  let  it  go  through ;  and  consequently  Ave  were  not 
able  to  get  the  broader  bill  through,  and  your  attorney  did  not  at- 
tempt to  bring  suit  in  view  of  that  fact. 

Mr.  Dupuis.  Yes ;  that  was  the  way  we  understood  it. 

Senator  Frazier.  Have  Indians  on  this  reservation  been  issued 
their  patent  in  fee?  How  many  long-haired  Indians  are  there  on 
this  reservation? 

Mr.  Dupuis.  That  is  more  than  I  know.  A  good  many  Indians 
got  their  patent  in  fee  but  have  lost  their  land ;  in  some  cases  it  was 
forced  on  them. 

Senator  Frazier.  Are  the  Indians  here  pretty  well  satisfied  with 
the  superintendent? 

Mr.  Dupuis.  Most  of  the  Indians  seem  to  be  pretty  well  satisfied, 
but  in  my  opinion  the  superintendent  is  paying  more  attention  to  the 
white  man  than  helping  the  Indians. 

Senator  Frazier.  Do  the  Indian  farmers  on  this  reservation  show 
the  Indians  how  to  farm? 

Mr.  Dupuis.  No,  sir. 

Senator  Frazier.  How  many  farmers  have  you  on  the  reserva- 
tion?  ^  ^ 

Mr.  Dupuis.  Three;  1  at  Poison,  1  at  Camas,  and  1  at  Konan. 

Senator  Frazier.  What  do  the  Indian  farmers  do  on  this  reser- 
vation ? 

Mr.  Dupuis.  They  draw  their  salary,  I  guess;  that's  all  I  know. 
They  are  no  use  or  benefit  to  the  Indians;  just  making  expenses, 
running  around  with  Government  cars  and  burning  up  gas. 
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Senator  Frazier.  Do  they  buy  or  sell  things  to  the  Indians  on  this 
reservation  ? 

Mr.  Dupuis.  I  don't  know.  Mr.  Wolfinger  raises  a  garden;  I 
don't  know  for  what  purpose.  I  bought  some  seed  corn  and  things 
he  had  raised  in  Poison.  If  the  Government  furnishes  any  seed,  I 
never  got  any.     I  never  asked  for  any,  either. 

Senator  Frazier.  As  I  understand  it,  you  wish  Mr.  Grorud  to 
represent  you  as  your  attorney,  and  you  want  him  paid  for  his 
services  ? 

Mr.  Dupuis.  Yes,  sir. 

Senator  Wheeler.  This  post  card  and  circular  that  was  sent 
through  the  mails  in  the  same  envelope — This  is  the  envelope  here? 

Mr.  Dupuis.  Yes ;  that  came  in  the  mails  in  that  envelope.  There 
is  no  name  signed  to  it. 

To  whom  it  may  concern: 

We,  the  undersigned  members  of  the  Flathead  Confederated  Tribes  of  Indians, 
wish  to  go  on  record  as  favoring  the  leasing  of  the  power  site  on  the  Flathead 
(Pend  d'Oreille)  River,  below  the  city  of  Poison,  Mont.,  to  the  Rocky  Mountain 
Power  Co.,  because  they  have  agreed  to  develop  the  site  immediately. 


PoLsoN,  Mont.,  December  24,  1928. 

Dear  Tribesman  :  You  are  no  doubt  aware  of  the  fact  that  our  power  site 
on  the  Flathead  River  below  Poison  has  never  been  leased  and  that  we  are 
not  receiving  1  cent  of  revenue  from  this  source.  We  are  told  that  in  two 
or  three  years,  at  the  latest,  our  timber  will  all  be  gone,  and  then  we  will 
have  no  source  of  revenue  unless  we  lease  the  power  site.  Our  tribal  council 
has,  apparently,  gone  to  sleep  on  the  job  and  a  committee  composed  of  tribes- 
men and  those  who  have  wives  and  children  holding  tribal  rights  have  gone 
to  work  and  circulated  a  petition  asking  that  the  power  site  be  leased.  The 
Rocky  Mountain  Power  Co.  has  made  an  offer  of  $1  per  horsepower  and 
promises  to  start  the  development  immediately. 

This  we  considered  a  very  liberal  offer  and  consequently  we  circulated  a 
petition  among  the  Indians  who  hold  tribal  rights  here,  and  92  per  cent  of 
those  here  signed  it.  Two  per  cent  who  are  on  the  rolls  are  dead  and  2  per 
cent  refused  to  sign  and  we  were  unable  to  see  4  per  cent. 

We  are  very  anxious  to  get  this  site  leased  at  the  earliest  possible  moment, 
so  we  may  receive  payment  in  lease  money  just  as  soon  as  possible. 

We  would  like  to  have  every  member  of  the  tribe  who  is  away  sign  the 
inclosed  postal  card  in  the  space  provided,  and  where  there  are  children  under 
21  years  of  age,  the  parents  sign  for  them  also.  Just  sign  the  card  and  drop 
it  in  the  mail  immediately. 

If  we  are  to  get  this  site  leased  to  the  Rocky  Mountain  Power  Co.,  we  must 
act  at  once,  or  they  will  develop  property  which  they  have  elsewhere  in  the 
State,  and  our  site  will  undoubtedly  continue  undeveloped  for  another  long 
period  of  time. 

If  you  can  not  write,  make  your  mark  and  have  it  witnessed. 
Yours  very  truly, 

Committee. 

Bazille  Felix,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substances  as  follows : 

Senator  Wheeler.  ^Yhat  statement  do  you  want  to  make  to  the 
committee  ? 

Mr.  Felix.  There  was  an  old  lady  died  about  two  years  ago  and 
has  property  coming  to  her  and  can  never  get  it. 

Superintendent  Coe.  If  I  may  make  a  statement  as  to  that.  The 
examiner  of  inheritance  has  charge  of  the  probation  of  estates.    The 
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law  requires  that  a  hearing  be  held  just  the  same  as  when  there  is 
no  deed  involved  as  when  the  deceased  died  intestate  and  an  effort 
made  to  determine  who  the  legal  heirs  are.  A  hearing  was  held 
two  or  three  days  ago  and  they  could  not  find  out  who  the  legal 
heirs  were,  and  they  did  not  want  to  probate  the  case  until  it  was 
determined  who  the  legal  heirs  were.  When  further  investigation 
is  made  he  will  be  notified. 

Mr.  Felix.  I  want  to  find  out  why  lots  of  people  draw  money 
on  tribal  payment  and  some  don't.     I  want  to  find  out  the  reason. 

Superintendent  Coe.  The  Flathead  tribal  roll  was  closed  Decem- 
ber 3,  1919,  and  all  of  the  Indians  who  were  living  at  that  time  ap- 
peared on  the  final  roll ;  children  born  since  that  time  do  not  appear, 
nor  Indians  dying  prior  to  that  time  did  not  appear.  Consequently 
if  an  Indian  died  before  that  time  he  had  no  interest  so  far  as  the 
tribal  roll  was  concerned,  and  I  presume  the  person  he  has  in  mind 
must  have  died  prior  to  December,  1919.  We  have  had  a  great  many 
inquiries  regarding  that  and  I  looked  up  the  record  to  be  sure 
about  it. 

Senator  Wheeler.  Who  was  this  person  you  claim  was  not  put  on 
the  tribal  roll  and  when  did  he  die? 

Mr.  Felix.  He  is  my  brother;  he  died  17  years  ago. 

Andrew  Bullhead,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance  as  follows: 

Residence:  Camas  Prairie.  My  uncle  Louie  Red  Head,  he  got 
money  in  the  tribal  payment,  and  he  see  the  agent  about  it  and  he 
has  not  got  his  money  yet.  That  was  last  winter ;  the  last  payment, 
§50. 

Superintendent  Coe.  This  man  happened  to  be  confined  in  the 
hospital  about  the  time  the  last  tribal  payment  was  made;  it  was 
sent  to  Mr.  Brown,  the  farmer  in  that  district,  for  delivery,  and  he 
could  not  deliver  it,  and  returned  it  to  the  agency.  It  was  sent  to 
Hot  Springs,  returned  from  there  to  the  agency,  and  again  mailed 
out,  but  he  claims  he  has  not  received  it,  and  I  expect  it  was  lost 
in  the  mail ;  and  if  it  is  lost  it  is  merely  a  matter  of  making  an  affi- 
davit and  we  will  issue  a  duplicate  check.  If  he  will  come  to  the 
office,  we  will  fix  the  matter  up  for  him. 

Mr.  Bullhead.  I  had  an  uncle,  we  used  to  call  him  Dirty  Johnnie. 
He  had  a  shack  near  Beckwith's  store,  and  they  burned  his  shack 
seven  days  after  he  died.  It  was  15  years  ago  when  they  built  the 
shack;  the  first  time  they  had  a  fence  around  it  and  they  took  the 
fence  off  and  burned  it;  it  was  a  pasture  he  had. 

Senator  Wheeler.  Well,  there  is  nothing  we  can  do  about  that. 

Mr.  Bullhead.  When  my  land  was  allotted  they  gave  me  80 
acres;  they  told  me  I  had  too  much  land  and  they  gave  me  part 
of  it  up  in  the  woods.  I  don't  know  what  became  of  that  land;  I 
lost  160  acres ;  I  got  it  in  the  woods  and  lost  it. 

Superintendent  Coe.  That  was  21  years  ago.  I  have  a  record  at 
the  office  and  will  look  it  up. 

Mr.  Bullhead.  Mr.  Coe,  he  tell  my  children  over  there  that  I  am 
chief  over  the  Camas  and  I  am  glad  that  Mr.  Coe  tell  that;  of 
course,  they  like  Mr.  Coe  and  want  to  hang  on  to  him. 
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Willie  Ashley,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows: 

I  want  to  make  statement  about  our  attorney.  Richard  told  me 
Grorud  he  was  not  working  for  the  tribe  and  for  the  Indians  and 
some  of  them  said  they  had  signed  a  paper  and  they  already  had 
two  or  three  pages  full  of  names,  and  when  they  come  to  me  and  said 
for  me  to  sign  this  paper  I  signed  it,  and  I  said,  ^'  I  will  follow  the 
others,"  but  I  did  not  know  what  the  paper  said.  That  was  a  peti- 
tion they  said.  My  mother  has  a  creek  and  using  water  for  over 
50  years,  and  the  white  people  come  along  and  make  ditches  and  dry 
up  the  creek.  Who  do  the  water  belong  to,  the  white  man  or  the 
Indian  ? 

Senator  Frazier.  You  better  see  Mr.  Coe  about  that,  and  he  will 
do  what  he  can  for  you. 

Martin  Charlo,  Arlee,  Mont.,  sworn  to  testify  to  the  truth,  the 
whole  truth,  and  nothing  but  the  truth,  testified  in  substance  as 
follows : 

I  am  against  Mr.  Grorud,  the  attorney.  I  am  still  waiting  on  him. 
I  have  not  heard  what  he  has  done  for  us  tribe.  I  don't  know  what 
become  of  him ;  I  never  heard  from  him.  He  had  a  contract  and  was 
supposed  to  work  for  the  benefit  of  the  tribe,  and  if  he  does  not 
accomplish  anything  he  should  not  get  anything. 

Senator  Wheeler.  Do  you  know  Attorney  Hershey,  of  Missoula  ? 

Mr.  Charlo.  He  is  my  friend;  I  know  him  for  a  long  time. 

Senator  Wheeler.  How  about  Sid  Ward;  he  is  your  friend,  too? 

Mr.  Charlo.  I  know  him  for  about  seven  years  ago. 

Senator  Wheeler.  Did  you  go  with  Sid  Ward  to  see  Attorney 
Hershey  at  Missoula  ? 

Mr.  Charlo.  I  go  with  him  to  Mr.  Hershey's  office;  he  said  we 
ought  to  go  and  see,  he  might  do  some  good  and  help  us  out. 

Senator  Wheeler.  Did  he  not  take  him  and  some  of  the  other 
Indians  up  to  Hershey's  office  and  get  them  to  sign  a  contract  agree- 
ing to  pay  Hershey  $6,000  a  year  to  represent  the  tribe  ? 

Mr.  Charlo.  Whenever  he  be  selected  by  my  people  that  the 
agreement  to  give  him  for  four  years,  $6,000  a  year.  I  did  not  take 
that  up  with  the  tribe.  Sid  Ward  did  not  give  me  rhy  money :  he  did 
not,  buv  mv  meals;  I  buy  my  meals  myself;  I  did  not  go  for  him  to 
buy  my  meals.  Of  course  he  buy  some  of  my  meals ;  he  is  a  friend 
of  mine ;  I  know  him  for  two  years,  and  I  have  been  up  to  his  place 
and  he  always  gives  me  5  or  10  dollars.  A  couple  of  years  ago  now 
I  was  up  to  his  place  and  I  sign  a  statement  and  he  send  that  to 
Washington.     He  did  not  give  me  nothing  that  time. 

Senator  Wheeler.  Not  even  a  meal? 

Mr.  Charlo.  No.  When  I  go  to  Missoula  to  see  Mr.  Hershey  I 
went  from  Arlee  and  meet  him  there ;  we  go  *up  in  Ward's  car ;  Louie 
Kastata  go  too  with  him. 

Senator  Wheeler.  When  did  you  see  your  first  $100  bill  ? 

Mr.  Charlo.  They  was  going  to  have  a  dance,  and  then  they  need 
some  money,  and  Mr.  Kerr  made  that  payment  of  $140  to  the  Indian 
dance ;  Mr.  Kerr  gave  that  $140  for  the  Indian  dance.  That  was  two 
years  ago  the  22d  of  September. 
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Senator  Wheeler.  Who  told  you  to  come  here  and  make  this 
statement  to-day? 

Mr.  Charlo.  My  own  self. 

(Hearing  was  adjourned  by  the  chairman  until  8.30  a.  m.,  July 
30,  1929.) 

At  8.30  a.  m.,  July  30,  the  meeting  was  called  to  order  by  the 
chairman,  all  parties  being  present. 

Philip  Moss,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance,  as  follows : 

I  live  43/2  miles  east  of  Poison.  I  am  patent  in  fee.  I  had  an 
allotment  on  this  reservation,  but  I  sold  it.  I  have  some  heirship 
land  now  of  my  deceased  mother.  I  was  employed  by  the  Drewery 
Logging  Co.  within  the  past  10  days  for  sawing  timber  that  was 
ordered  to  be  cut  down  by  the  district  Indian  forester,  Mr.  Tom 
Norton,  and  I  worked  3i/4  days  sawing  timber  and  cutting  logs. 
And  along  the  skidways  practically  all  the  timber  was  cleared  off. 
They  left  a  lot  of  timber  that  could  be  used.  The  reason  I  notice 
that  they  are  going  to  move  camp  to  a  new  place  and  start  on  new 
timber.  The  land  I  have  is  on  the  irrigation  ditch,  but  I  do  not 
use  water.    Most  of  the  Indians  where  I  live  do  not  use  water. 

Under  the  treaty  of  1855  I  understand  the  Indians  were  to  be 
allowed  to  hunt  on  the  reservation.  Some  of  them  are  and  some  are 
not.  When  the  Indians  hunt  or  fish  in  the  streams  the  State  game 
warden  picks  them  up.  I  don't  know  if  they  fine  them  or  not.  I  was 
arrested  here  about  three  years  ago  for  killing  -an  elk,  and  when 
it  come  to  trial  I  was  found  guilty  in  the  justice  court  and  supreme 
court  and  served  100  days.  It  was  about  the  14th  of  April — I  could 
not  tell  you  the  exact  time.  That  is  considered  out  of  season  by  the 
State.  I  shot  the  elk  on  tribal  land,  but  I  was  arrested  for  shooting 
it  off  tribal  land.    That  was  what  they  claimed. 

Senator  Wheeler.  We  have  nothing  to  do  about  that. 

Mr.  Moss.  I  would  like  to  know  if  the  Indians  have  to  comply 
with  the  State  law  in  that  respect. 

Senator  Wheeler.  They  hold  that  patent-in-fee  Indians  are  no 
longer  wards  of  the  Government  and  that  they  have  to  comply  with 
the  State  law. 

Mr.  Moss.  But  I  hold  tribal  rights  and  draw  my  per  capita  pay- 
ments the  same  as  the  rest  of  the  Indians,  but  I  applied  for  my  patent 
years  ago.  There  is  a  lot  of  drinking  on  the  reservation.  I  don't 
iaiow  so  much  about  the  bootlegging  but  they  get  the  most  of  it  from 
bootleggers.  The  Indians  do  not  make  liquor  themselves.  I  do  not 
know  if  the  officers  try  to  stop  it.  It  seems  like  they  are  protected ; 
for  instance,  if  I  made  a  report  to-day  then  one  of  the  Federal  officers 
could  get  hold  of  it,  he  would  wait  until  the  next  day  and  lose  the 
chance  of  making  the  arrest.    That  has  been  my  experience. 

Senator  Wheeler.  You  were  in  town  last  night.  How  many 
drunken  men  did  you  see  on  the  streets  ? 

Mr.  Moss.  I  saw  three  Indians;  I  don't  know  if  that  is  common 
occurrence;  I  don't  live  here.  There  seems  to  be  just  as  much  liquor 
here  now  on  the  reservation  as  there  used  to  be.  I  don't  notice  any 
difference. 
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Moses  Gkenier,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows : 

I  live  at  St.  Ignatius.  I  am  clerking  in  a  store.  I  had  some  alloted 
land  on  the  reservation  but  I  sold  it  five  or  six  years  ago.  I  got 
$2,500  for  it.  It  was  under  the  irrigation  ditch — 80  acres.  It  was 
patent  in  fee  land. 

There  was  a  lot  of  forced  patents  out  here.  My  wife  had  a  patent 
that  was  forced  on  her,  it  was  sent  out  to  her  without  application.  I 
don't  know  how  many  were  forced  patents,  but  I  know  150  were 
turned  back  to  the  Government.  Mr.  Coe  was  the  man ;  he  was  super- 
intendent here.  He  was  the  one  that  made  the  recommendations. 
Mr.  Coe  was  the  field  man;  he  was  sent  out  here.  The  150  I  men- 
tioned would  not  take  their  patents  and  sent  them  back. 

A  very  small  percentage  of  the  Indians  who  got  their  patent  in  fee 
still  have  their  land,  I  do  not  know  if  any  of  them  were  defrauded 
out  of  their  land  or  not,  but  most  of  them  did  not  keep  it.  About  a 
year  ago  mj  wife  w^anted  to  get  a  little  money ;  we  are  trying  to  get 
our  children  educated;  we  have  eight,  and  it  is  pretty  hard  on  a  sal- 
ary and  we  tried  to  borrow  $1,200  in  order  to  help  them  and  we  had 
to  get  the  title  and  abstract  and  pay  the  reclamation  charges  and 
back  taxes  which  amounted  to  about  $750,  and  consequently  we  only 
got  about  $450.  We  had  to  pay  the  construction  charges,  penalty  and 
interest,  maintenance  and  all  the  other  charges  and  we  did  not  have 
much  left.  It  seems  that  is  the  only  way  they  will  let  us  have  the 
monej^ 

I  used  water  one  year  to  irrigate  a  wheat  crop  and  I  found  out  it 
took  the  life  away  from  the  land  for  two  years  for  wheat.  I  had  a 
renter,  too,  who  was  supposed  to  be  an  old  irrigator  and  know  how  to 
handle  it.  Most  of  the  Indians  do  not  know  anything  about  irriga- 
tion. I  have  lived  here  a  good  many  years  and  Lhave  never  seen  the 
Government  farmers  show  the  Indians  how  to  tarm  yet,  nor  have  I 
seen  any  of  the  Government  irrigation  officers  show  them  how  to  use 
the  water  or  what  they  should  put  in.  Of  course  I  am  not  farming 
and  do  not  get  out  in  the  country  to  see  these  things,  but  that  is  w^hat 
they  tell  me,  but  there  has  never  been  any  meetings  on  the  reserva- 
tion to  instruct  the  Indians  how^  to  use  the  water  upon  their  land. 
They  have  to  go  ahead  and  put  their  crops  in  the  best  way  they  can, 
and  then  they  ask  for  Vvater  and  on  certain  days  it  is  turned  on.  Be- 
fore this  reservation  was  thrown  open  the  Indians  used  water  for 
hay  raising,  but  many  of  them  do  not  use  the  water  now.  Before 
the  reservation  was  thrown  open  they  lived  on  the  com.munit^^  plan, 
then  when  it  was  opened  up  they  put  them  on  80's.  The  idea  was  to 
give  them  an  80-acre  tract  to  make  a  living  on  and  many  of  the  In- 
dians were  not  able  to  get  w^ater  on  their  tracts  for  a  long  time. 

The  white  people  came  in  here  and  bought  land  with  the  under- 
standing that  they  were  to  get  water  almost  immediately,  but  they 
did  not  get  it  for  a  long  time  either,  and  a  lot  of  the  white  people 
came  in  and  built  hom.es  and  then  had  to  leave  the  reservation  be- 
cause they  did  not  get  water.  The  Indians  here  are  not  farmers 
and  I  don't  think  they  ever  will  be.  The  j^oung  people  growing  up 
do  not  want  to  farm.  We  have  a  mission  school  and  a  public  school 
here;  they  are  both  good  schools.  I  sent  two  of  my  children  to 
Haskell,  but  the  climate  did  not  agree  with  them  and  one  of  them 
got  sick  and  had  to  have  an  operation  and  they  sent  her  home. 
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Most  of  the  Indians  on  the  reservation  live  in  1-room  houses  with 
board  floors;  a  few,  I  believe,  have  only  dirt  floore.  There  is  an- 
other thing  I  would  like  to  have  the  committee  ask  Mr.  Moody; 
that  is.  who  gets  the  rental  for  the  reservoir  sites?  They  are  rented 
out  for  farming  purposes;  some  of  that  land  has  been  rented  out 
for  10  years,  I  understand. 

That  Hot  Springs  belongs  to  the  Indians  and  that  w^as  leased  out 
without  the  consent  of  the  tribe,  and  last  year  there  was  an  exten- 
sion made  of  10  years.  I  understand  we  are  supposed  to  get  10 
cents  on  the  dollar  of  the  receipts,  but  we  never  had  a  record  of 
how  much  they  took  in.  We  do  not  know^  how  much  they  receive 
per  day  or  per  month.  No  statement  has  been  made  to  the  tribal 
council.  We  have  never  had  an  accounting  of  the  tribal  funds  and 
do  not  know  how  much  was  received  from  the  sale  of  timberlands, 
and  nothing  accurate  was  ever  given  us  so  we  could  tell.  Wc  have 
asked  for  that  but  never  got  it. 

Senator  Wheeler.  Do  the  Indians  who  have  individual  trust 
funds  ever  receive  any  statement,  either  monthly,  quarterly,  or  at 
any  other  time^  showdng  how^  much  has  been  received,  how  much 
paid  out,  and,  in  fact,  a  full  itemized  statement  of  their  account? 

Mr.  Grenier.  Not  that  I  ever  heard  of.  The  Indians  do  not  know 
what  becomes  of  their  money  except  what  they  tell  them,  and  it  has 
made  a  great  deal  of  trouble  on  the  reservation  as  the  Indians  feel 
that  they  have  been  kept  in  ignorance  with  reference  to  their  funds, 
leases,  and  property,  and  if  we  do  get  any  inforintation  it  is  some- 
times not  correct. 

Senator  Wheeler.  We  have  found  practically  this  same  situation 
on  every  reservation  we  have  visited ;  the  Indians  complain  that  they 
do  not  receive  any  statement  of  their  trust  funds  and  when  they  go 
to  the  office  they  can  not  find  out.  I  know  of  no  reason  why  the 
Indians  should  not^be  rendered  at  least  a  quarterly  statement  show- 
ing the  money  taken  in  from  leases  or  other  sources,  the  amounts 
paid  out,  and  so  forth,  the  same  as  a  bank  renders  an  itemized  state- 
ment to  a  depositor.  That,  in  my  opinion,  w^ould  stop  a  great  deal 
of  misunderstanding  between  the  Indians  and  the  officers  on  the 
reservation.  I  know  one  Indian  who  claimed  he  had  $15,000  or 
$16,000  on  one  of  the  reservations,  and  he  was  under  the  impression 
that  he  had  about  $7,000  left,  and  when  he  went  to  the  office  to  find 
out  about  it  they  told  him  he  only  had  about  $2,000  and  he  thought 
they  got  away  with  some  of  his  property.  If  they  had  rendered 
him  a  monthly  or  quarterly  statement  like  a  bank  does  he  would 
know  where  the  money  went  and  those  things  would  not  occur. 

Mrs.  Alma  Holmes,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance,  as  follows: 

(Mrs.  Holmes  handed  Senator  Wheeler  a  letter  which  he  read  into 
the  record,  as  follows:) 

Department  of  the  Interior, 

Indian  Fiei.d  Sebvxce, 
St.  Ignatius,  Mont.,  May  2,  1929. 
Mrs.  Alma  Holmes, 

8t.  Ignatius,  Mant. 
Dbar  Madam:  There  is  forwarded  herewith  application  for  water  service  as 
applies  to  your  land,  the  S.  V2  SW.  V4,  NW.  Vt  and  W.  %  E.  V2  SW.  14  NW.  %, 
4 — ^18—19,  which  you  will  sign  and  return,  it  will  then  be  placed  in  line  for  ap- 
proval.   However,  before  the  application  can  be  approved  or  any  water  delivered 
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to  the  land  the  delinquent  maintenance  charges  against  the  land  will  have  to  be 
paid.  These  charges  are  for  the  years  1924  to  1928,  inclusive,  and  amount,  with 
the  accrued  penalties  added,  to  $30.86  if  paid  during  May,  1929. 

We  trust  you  will  take  care  of  this  matter  at  once,  that  when  water  is  needed 
for  your  crops  it  may  be  delivered  without  delay  or  embarrassment. 
Very  truly  youre, 

United  States  Indian  Irrigation  Service, 
By  N.  G.  Murray,  Chief  Clerk. 

Senator  Wheeler.  You  are  a  patent-in-fee  Indian,  Mrs.  Holmes? 

Mrs.  Holmes.  Yes,  sir;  that  is  for  maintenance  charges.  I  just 
bought  this  land  last  fall  in  September  and  they  send  me  these 
charges  when  I  applied  for  the  water,  so  I  never  used  any  of  the 
water. 

Frank  Kirkpatrick,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance,  as  follows : 

I  am  living  at  St.  Ignatius  at  the  mission.  I  have  lived  there  for 
13  years.  Before  that  I  was  in  the  Jocko  Valley  for  about  13  years. 
I  have  no  land  there,  I  am  just  working  for  wages.  I  have  never  been 
admitted  into  the  tribe  and  have  no  allotment.  My  wife  had  an  allot- 
ment, but  she  got  her  patent  in  fee  and  lost  it;  both  her  patent  and 
her  daughter's  were  forced  patents.  I  just  want  to  say  a  few  words 
about  the  cull  timber.  The  Indians  are  not  paid  for  that;  that  is, 
the  timber  that  is  cut  down  a  little  short,  and  they  come  back  and 
pick  that  up  and  use  if  for  firewood,  but  they  do  not  pay  the  Indians 
for  it.  Two  or  three  carloads  were  shipped  to  the  agency  at  Dixon. 
I  understand  the  lumber  company  pay  around  $3.75  a  thousand  for 
the  timber;  I  don't  known  for  sure.  That  is  about  the  going  price. 
The  Indians  never  get  a  count  of  their  timber  and  they  don't  know 
what  is  cut  or  anything  else.  When  I  worked  for  the  lumber  com- 
pany all  they  paid  for  was  good  sound  logs  that  they  took  out.  The 
broke  down  and  cull  logs  were  left  back  in  the  woods  and  some  of 
them  could  be  used.  They  were  culled  awful  close.  The  Prosser 
Lumber  Co.  had  a  piece  of  timber  and  it  cost  too  much  to  take  it 
out,  and  they  took  it  up  with  the  department  and  they  let  them  take 
it  out  somewhere  else.  It  was  about  3,000,000  feet.  I  do  not  know 
how  much  timber — cull  timber — there  is.  It  is  scattered  out  along- 
side the  landings  where  it  is  thrown  out.  The  Government  has  a 
scaler  there,  but  I  understand  the  Indian  is  only  paid  for  the  good 
sound  timber  on  the  land.  I  was  told  they  were  not  paid  for.  I 
don't  know  if  they  were  tallied  or  not. 

Superintendent  Coe.  We  follow  the  usual  logging  practice.  Yel- 
low pine  has  33%  per  cent;  the  log  is  scaled  for  what  it  actually 
contains  and  is  paid  for  on  that  basis ;  and  if  there  are  more  defects 
in  it  than  that,  it  is  thrown  to  one  side  as  useless  for  milling  pur- 
poses, and  the  timber  service  in  both  national  forests  permits  the 
operator  to  use  the  cull  timber  or  crossties  for  firewood  purposes. 
They  use  it  for  camp  purposes;  they  are  not  permitted  to  sell  it  or 
ship  it  out.  Those  cars  he  speaks  of  which  went  to  the  agency  at 
Dixon — we  only  paid  a  loading  charge  for  that  to  get  it  loaded;  it 
would  have  laid  there  and  rotted  anyway,  and  the  lumber  company 
had  the  equipment  there  and  they  loaded  it  on  the  cars  for  us,  and 
we  paid  them  for  the  loading  and  the  freight  charges  to  the  agency 
and  used  it  for  fuel;  otherwise  we  would  have  had  to  buy  sound 
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timber.  Our  appropriation  for  running  the  agency  comes  largely 
out  of  the  tribal  funds. 

Senator  Wheeler.  By  the  way,  Mr.  Kirkpatrick,  do  you  know 
anything  about  an  Indian  woman  that  was  beaten  by  some  of  the 
employees  ? 

Mr.  Kirkpatrick.  Yes;  I  did  not  see  it,  but  I  have  a  man  here 
that  did  and  he  can  tell  you  the  whole  thing.  He  looked  at  the  old 
lady  after  she  was  beaten,  and  he  saw  it.  His  name  is  Bacer  Phillip. 
The  farmer,  Corie  Hiatt,  and  a  policeman  were  the  men  that  done 
the  beating.  Hiatt  is  the  subagent  or  farmer;  he  is  still  there  yet. 
Another  thing,  the  Indians  got  a  tribal  payment  at  the  subagent's 
office  instead  of  at  the  agency,  and  when  the  Indian  got  his  check 
the  storekeepers  were  there  and  demand  that  he  pay  what  he  owe. 
I  don't  think  the  subagent  should  be  a  collector  for  the  stores. 

One  time  he  made  a  payment  in  the  Jocko,  and  the  agent  had  a 
sign  on  the  door,  "  Collectors  not  allowed  within  300  feet  of  the 
building."  He  was  collecting  charges  for  the  irrigation  then  him- 
self; he  was  holding  the  Indians'  checks  and  taking  it  out  of  the 
Indians.  He  held  up  one  check  on  my  wife  for  $43,  and  they  said 
she  owed  for  irrigation  for  maintenance  and  operation ;  she  had  been 
using  water.  The  subagent  did  not  take  the  money  himself;  there 
was  a  man  there  from  the  irrigation  service  that  got  the  money. 
We  don't  know  how  they  handled  it.  My  wife  never  saw  the  money 
or  indorsed  the  check.  She  never  got  it  or  never  saw  it.  She  never 
got  any  receipt  for  the  money;  that  was  in  1919,  I  believe.  That 
money  was  from  tribal  payments.  That  time  they  told  my  wife,  "  If 
you  don't  sign  the  $43  check,  you  wont  get  the  balance  of  your 
monej'-,"  and  finally  three  or  four  days  after  that  she  got  the  balance 
of  her  money.  They  are  doing  that  there  yet  where  people  are 
using  the  water.  They  make  them  pay  for  it  at  the  office  or  they 
can't  get  their  money.  They  have  to  sign  and  pay  it.  The  reclama- 
tion fund  was  taken  out  of  the  distribution  of  tribal  funds,  but  they 
never  turned  that  check  over  to  my  wife  at  all.  She  never  saw  it, 
and  she  never  indorsed  it;  and  she  did  not  get  the  money  or  any 
receipt  for  it.     My  wife  is  here ;  you  can  ask  her. 

Mrs.  Frank  Kirkpatrick,  sworn  to  testify  to  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  testified  in  substance  as  follows : 

I  am  a  member  of  this  band  and  have  an  allotment  here.  I  got 
a  patent  in  fee  on  it.  It  was  just  naturally  given  to  me.  I  did  not 
ask  for  it.  The  subagent  or  the  boss  farmer  rather  come  and  give 
it  to  me.  About  this  $43  they  took  from  the  payment  made  from 
tribal  funds.  I  went  to  the  office  to  get  the  payment  and  he  had 
two  checks,  one  check  made  to  the  reclamation  and  the  other  one  to 
me  personally,  and  he  asked  me  if  I  would  sign  the  check  to  the 
reclamation  and  I  refused,  and  he  told  me  I  could  not  get  the  bal- 
ance, $200,  without  signing  this  check  over  to  the  reclamation.  They 
wanted  to  collect  the  charges  for  the  water  used  on  my  land  before 
they  paid  me  the  balance.  They  kept  the  checks  for  about  two 
weeks,  maybe,  and  then  they  sent  me  the  balance,  but  I  never  saw 
the  other  check,  the  $43  one.  I  never  signed  it,  but  they  kept  the 
money  and  did  not  give  me  any  receipt.  That  was  the  only  time 
I  had  trouble  of  that  kind.     Since  that  time  I  have  always  paid  the 
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water  fees  in  advance.  They  are  doing  the  same  thing  now  with 
other  Indians.  Several  of  them  came  to  me  and  told  me  to  notify 
Mr.  Dupuis  and  I  told  them  to  give  it  to  him  themselves.  Another 
thing  I  would  like  to  ask  if  the  subagent  or  boss  farmer  is  supposed 
to  sell  things  to  the  Indians.  Mr.  Hiatt,  the  farmer,  gets  some  old 
buggies  and  repairs  them  and  sells  them  to  the  Indians.  He  repairs 
them  with  Government  tools  and  materials  and  bolts  and  things 
like  that.  He  sold  one  to  an  old  woman.  He  goes  out  and  buys 
them  from  other  people  and  then  sells  them  to  the  Indians  at  a  profit. 
He  sold  one  buggy,  I  know,  to  Sam  Fiset.  He  came  in  and  made 
that  report,  but  he  is  not  here  now;  if  he  is,  I  have  not  seen  him. 
I  heard  the  Indians  say  that  he  sells  old  horses,  too.  I  know  he 
sold  an  old  horse  to  Katherine  Barnaby,  but  the  buggy  is  the  only 
thing  I  know  of. 

Mrs.  Emily  Ashley,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance  as  follows: 

I  am  living  here.  I  am  working  at  Mr.  Lemert's.  I  had  an  allot- 
ment here,  but  I  lost  it.  I  borrowed  money  on  it  and  lost  it.  I  bor- 
rowed $1,000  on  it;  that  was  after  I  got  my  patent  in  fee;  there 
was  160  acres  altogether.  I  had  80  and  my  husband  had  80.  We 
got  more  than  a  thousand  on  all  the  land ;  we  got  about  $3,000  alto- 
gether. I  did  not  apply  for  my  patent;  they  just  sent  it  to  me; 
my  husband  did  not  either.  He  did  not  want  to  take  it  when  they 
sent  it  to  him,  and  they  told  me  it  would  not  make  any  difference 
whether  I  took  it  or  not  it  would  stay  in  the  office  and  I  would 
have  to  pay  taxes  anyway.  It  was  the  subagent  that  told  me  that. 
I  was  not  down  to  the  agency.  It  was  Mr.  Parker,  the  subagent, 
told  me  that.  He  is  gone  a  long  time  now  and  is  not  here  any  more. 
Mr.  Thorpe  was  the  superintendent  of  the  reservation  at  that  time. 
That  paper  here  is  an  affidavit  I  signed.  Mr.  Kichard  McLeod  come 
with  some  papers  to  be  signed,  and  he  asked  me  to  sign  them  be- 
cause he  said  it  was  for  the  benefit  of  the  tribe.  I  did  not  know 
what  it  was  and  he  said  come  in  to  Beckwith's  store  and  sign  the 
papers,  and  I  did.  I  did  not  know  what  I  signed  for  a  long  time, 
then  I  found  out  it  was  a  paper  against  Mr.  Grorud,  but  I  would 
not  have  signed  that  paper  if  I  had  read  it,  and  they  did  not  tell 
me  what  it  was. 

I  have  four  children.  Nobody  has  an  allotment  of  my  children 
now.  My  daughter,  Mrs.  Alice  Glover,  she  had  her  patent  sent  to 
her  and  she  did  not  ask  for  it.  My  son,  Kobert  Ashley,  came  down 
here  and  borrowed  money  from  Mr.  Beckwith,  $1,000,  before  he  got 
his  patent.  It  was  supposed  to  be  on  his  80  acres,  and  right  away 
the  same  day  as  he  got  his  patent  the  land  was  given.  He  did  not 
have  the  land  very  long.  He  made  application  for  his  patent  and 
when  he  got  the  patent  his  land  was  gone. 

AFFIDAVIT 

I,  Mrs.  Emily  Ashley,  at  St.  Ignatius,  make  the  following  affidavit: 
In  1926  Mr.  A.  A.  Grorud  became  my  attorney  in  a  land  ease  between  myself 
and  the  Vermont  Loan  Co.,  of  Spokane.  Mr.  Grorud  was  sent  to  Washington 
by  the  Flathead  tribal  council  and  he  notified  me  from  there  that  he  could  not 
return  immediately  and  to  take  steps  to  have  the  trial  or  the  settlement  post- 
poned.   I  was  well  satisfied  with  Mr.  Grorud's  services. 
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Subsequently,  in  the  spring  of  1927,  as  Mr.  Grorud  was  still  in  Washington, 
I  transferred  my  case  to  another  lawyer,  Mr.  J.  E.  Patterson,  of  Missoula.  I 
finally  lost  the  case. 

During  November,  1928,  Mr.  Richard  McLeod,  of  Ronan,  came  to  me  to  the 
home  of  my  daughter,  Annie  Felsman,  at  St.  Ignatius.  He  stated  that  he  had 
some  papers  for  me  to  sign  which  were  to  my  great  interest.  I  got  in  the  car 
with  him,  and  Mrs.  Lucy  Kirkpatrick  came  with  me.  We  went  to  Beckwith's 
store  in  St.  Ignatius,  and  there  I  signed  my  name  on  the  paper  which  Mr, 
McLeod  gave  me.  Mrs.  Kirkpatrick  also  signed.  Then  after  we  had  signed 
Mr.  Beckwith  said,  "  Oh,  that  Grorud  is  no  good ;  he  is  nothing  but  a  crook." 
Then  I  looked  at  Mrs.  Kirkpatrick  and  I  said,  *'  My  goodness,  have  we  signed 
something  against  Mr.  Grorud?  "  And  she  said,  "  I  don't  know."  And  I  said 
to  her,  "  I  will  never  sign  a  paper  again  without  reading  it." 

I  do  not  yet  know  what  was  in  the  paper  I  signed.  I  did  not  then  know 
but  I  have  since  learned  that  Mr.  McLeod  is  an  enemy  of  Mr.  Grorud. 

Mrs.  Emily  Ashley. 
State  of  Montana, 

Lake  County,  ss: 

Subscribed  and  sworn  to  before  me  this  29th  day  of  July,  1929. 

[seal.]  W.  F.  Fellows, 

Notary  PuMic  for  the  State  of  Montana-. 

Martin  Charlo  recalled  for  further  examination.  Louis  Tulanto 
wafe  given  the  usual  oath  as  interpreter. 

Senator  Wheeler.  I  understand  you  wish  to  make  a  statement 
about  the  farmer  out  there  buying  and  selling  things  to  the  Indians ; 
go  ahead  and  make  it. 

Mr.  Charlo.  He  goes  around  and  picks  up  old  buggies  and  he  fix 
it  and  come  and  sell  it  to  the  Indians.  Inias  Finley,  she  bought  an 
old  buggy  from  him.  I  did  not  buy  anything  from  him  myself  and 
I  do  not  know  if  he  sells  other  things,  but  I  heard  he  sells  horses, 
but  I  can  not  swear  to  that;  some  of  the  other  Indians  maybe  know 
about  that.  He  sold  that  buggy  to  Inias  Finley  for  $40  and  he 
picked  it  up.  He  did  not  pay  anything  for  it.  Another  time  Mr. 
Hiatt,  he  almost  kill  two  old  women;  the  time  they  move  from  the 
border  they  build  their  houses  where  his  father  is  living,  and  they  go 
out  to  this  old  lady's  place.  They  said  it  was  somebody  claimed  the 
land,  60  acres  where  they  build  the  house,  the  Government.  Mr. 
Hiatt  beat  this  old  woman.  He  went  to  the  old  lady  and  said,  "  You 
get  out  and  get  your  things  out  quick."  And  the  old  lady  said,  "  I 
got  lots  of  property  and  it  take  time  for  me  to  move  out."  And 
Hiatt  went  and  picked  her  up  and  throw  her  in  a  box,  then,  after 
she  got  hit  on  the  side.  There  was  an  old  lady  there,  Mrs.  Leslie, 
and  she  try  to  stop  Hiatt,  and  he  grab  her  and  throw  her  on  the 
ground  and  unjoint  her  leg.  I  live  about  half  a  mile  from  their 
place,  and  some  one  come  and  tell  me  this  trouble  and  I  went  up 
there  to  see,  and  when  I  go  there  they  were  pitiful ;  one  old  lady  was 
out  of  joint  and  the  other  her  ribs  was  broke.  Hiatt  was  gone  then, 
but  I  don't  think  he  done  right  by  these  old  ladies.  The  reason  I 
ask  if  this  is  right  they  never  punish  him.  The  old  ladies  were 
moved  out  then  and  went  to  the  doctor.  I  would  like  to  find  out 
why  this  old  lady  was  thrown  out.  This  house  was  built  for  my 
father,  and  they  took  the  house  away  from  him  and  he  never  got 
anything  and  he  paid  $100  for  it.  I  dq  not  remember  how  long  ago 
that  was. 

Senator  Wheeler.  Somebody  just  said  that  was  14  years  ago;  is 
that  riffht? 
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Mr.  Charlo.  I  don't  remember.  I  do  not  get  rations.  I  get  pen- 
sion $40  a  month.  I  got  rations  before  I  got  the  pension,  but  since 
I  get  pension  I  do  not  get  rations;  they  tell  me  they  will  not  feed 
me  any  more.  This  house  where  the  old  ladies  lived,  that  is  no  there 
now.  Hiatt  sold  that  to  Hi  Francis.  He  tore  up  the  building  and 
move  it  to  his  place.  Hi  Francis  is  a  white  man,  and  he  make  a  kind 
of  shed  out  of  it.  I  think  Hiatt  sold  the  house  to  him  because  he 
w^ould  not  let  nobody  stay  in  it. 

Senator  Wheeler.  Was  not  the  house  on  some  one's  else  allotment 
and  they  wanted  to  move  the  house  off  of  the  allotment? 

Mr.  Charlo.  When  the  time  the  allotment  started,  this  allotment 
agent  went  to  this  old  lady  and  it  was  given  her  tw^o  acres  where  the 
house  was,  so  this  old  lady  went  to  the  agent  and  got  her  corners, 
and  she  thought  that  went  with  her  house  and  Will  Mogum  was 
agent  and  he  told  her  she  did  not  have  no  two  acres ;  it  was  not  in 
the  record.  After  the  old  lady  got  thrown  from  the  house  she  went 
and  stayed  with  Baker  Phillip. 

Sam  Sop  Heil,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows  (Louie  Tulanto 
acted  as  interpreter)  : 

I  am  chief — some  old  people  took  me  to  the  agency  and  adopted  me 
as  chief — the  record  may  be  in  Washington ;  Mr.  Agent  knows 
about  it. 

Senator  Wheeler.  Well,  you  dress  like  a  chief,  anyway;  that's 
true.    Ask  him  where  he  gets  all  his  good  clothes. 

Mr.  Sop  Heil.  People  make  presents  to  me ;  I  got  no  money  to  buy. 

Senator  Wheeler.  Go  ahead  and  tell  your  story. 

Mr.  Sop  Heil.  My  oldest  boy,  Tom,  he  steal  a  woman  and  that  is 
not  right ;  that  is  not  the  way  I  raise  my  boy  and  when  he  go  away 
I  go  after  him  and  bring  him  to  my  house  and  when  I  get  back  I  do 
not  know  if  to  take  him  to  the  white  man  or  the  Indian  law,  and  I 
went  and  see  the  subagent,  Hiatt,  about  it  and  tell  him  I  got  my  boy 
now  and  I  want  you  to  know  what  I  am  going  to  do  with  him.  I  said 
I  am  the  one  that  is  going  to  punish  my  boy ;  I  will  whip  him,  and 
when  I  get  through  whipping  him  I  am  going  to  give  him  a  good 
beating,  and  then  talk  to  him.  That  is  the  old  people's  law,  and  Hiatt 
said  that  was  all  right,  that  was  good ;  and  I  take  him  and  give  him 
a  good  whipping  and  I  said' if  he  does  anything  wrong  I  will  turn 
it  over  to  you  people  next  time.  Just  a  few  days  after  that,  Hiatt 
have  trouble  and  almost  kill  the  old  woman.  Then  after  that  I  go 
home  and  I  had  some  visitors  and  they  stayed  there  until  darli,  and 
they  went  out  and  I  did  not  know  there  was  somebody  outside  of  my 
house  and  when  they  go  out  Hiatt  and  another  man  come  in  my 
house  and  they  never  talk  to  me;  just  point  tow^ard  my  boy.  Both 
of  them  go  after  my  boy  and  start  to  beat  him.  I  had  some  arrows 
hanging  on  the  wall  of  my  house  and  I  jump  up  and  get  the  arrows 
and  when  I  got  hold  of  my  arrows  I  was  going  to  shoot  one  of  them 
and  my  son-in-law  grab  me  and  tell  me  not  to  cTo  it. 

Senator  Wheeler.  What  did  Hiatt  do  to  your  son-in-law  ? 

Mr.  Sop  Heil.  My  son-in-law  was  holding  me  and  they  were  hit- 
ting him  with  a  tomahawk,  or  whatever  you  call  it,  that  Hiatt  had. 
It  is  this  thing  here.    The  string  broke  and  they  could  not  find  it  and 
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my  wife  found  it.  (Sop  Heil  then  showed  the  committee  a  leather 
shot-loaded  billy.)    That  was  29  years  ago,  if  I  remember. 

Senator  Pine.  You  tell  him  that  down  in  Oklahoma  the  men  don't 
steal  the  w^omen ;  the  women  steal  the  men. 

Mr.  Sop  Heil.  During  the  war  I  buy  a  $1,000  bond,  to  help  the 
war.  Mr.  Hiatt  ask  me  in  his  office  and  I  buy  it  and  all  I  ever  get  is 
$5 ;  I  never  did  get  'the  bond.  He  give  me  $5,  $2.50,  and  $1.50 ;  that 
is  all.  I  do  not  know  what  becomes  of  the  bond.  I  never  get  it;  they 
tell  me  I  have  got  no  money  in  the  agency  now. 

R.  C.  Mackenstadt,  chief  clerk,  sworn  to  testify  to  the  truth,  the 
whole  truth,  and  nothing  but  the  truth,  testified  in  substance  as  fol- 
lows: 

With  reference  to  this  bond  matter  to  which  he  has  just  testified, 
I  don't  remember  the  man.  We  handled  a  large  number  of  bonds, 
and  at  the  present  time  they  have  all  been  sold,  and  I  don't  think  he 
has  any  bond  in  the  office  now.  However,  I  will  look  the  matter  up 
and  write  him  about  it. 

My  position  here  is  principal  clerk  and  disbursing  officer.  I  have 
been  in  that  position  11  years.  I  am  quite  sure  that  this  man  has  no 
money  in  the  office  at  all  at  the  present  time. 

Senator  Wheeler.  You  paid  the  money  to  Hiatt,  you  said? 

Mr.  Sop  Heil.  Yes. 

Senator  Wheeler.  When  did  you  give  him  the  last  money  ? 

Mr.  Sop  Heil.  Two  years  ago ;  $5  was  the  last.  I  ask  him  lots  of 
time  for  the  $1,000,  and  he  said  it  is  against  the  law  for  me  to  tell 
you  who  has  got  it.  That  is  why  I  am  against  the  subagents,  and 
so  are  the  other  people.  We  are  paying  them  big  salary,  and  they 
do  not  help  the  Indians.  I  do  not  knoAv  if  the  money  was  paid  by 
cash  or  check,  because  my  money  was  at  the  agency ;  but  Hiatt  told 
me  he  got  the  $1,000  for  the  Liberty  bond.  I  ask  him  about  it,  and 
he  said  he  sent  it  already.  I  do  not  know  how  much  money  I  have 
at  the  agency  at  that  time,  because  when  I  ask  my  agent  or  employee 
about  it  they  tell  me  it  is  against  the  law  to  tell  me  how  much  money 
I  got.  All  of  the  agents  tell  me  that.  It  is  not  me  that  is  treated 
like  that ;  it  is  quite  a  few  full-bloods  the  same  way.  I  got  an  allot- 
ment, trust  patent,  and  live  on  by  allotment  at  Arlee.  I  do  not  get 
rations. 

I  am  living  on  what  we  pick  up.  ISTo  person  can  eat  it,  but  we  do — 
that  is,  my  mama  (wife)  and  me.  My  mama  picks  bitter  roots;  that 
is  what  we  are  living  on  in  the  spring,  and  now  my  mama  is  sick  in 
bed.  I  try  to  rent  my  allotment,  but  nobody  want  it;  nobody  can 
farm  that.  I  went  to  the  agency  to  Mr.  Coe  for  rations,  and  he  told 
me  to  go  to  Hiatt ;  and  I  go  to  him  and  ask  him,  and  he  give  me  a 
little  piece  of  bacon,  and  I  went  back  and  eat  it  for  dinner.  That  is 
the  onl}^  time  they  feed  me  anything.  My  friends  outside  of  the 
reservation  buy  me  my  clothes.  That  coat  I  got  is  from  the  Crows; 
one  of  the  Indians  is  a  friend  of  mine.  That  is  the  way  with  the 
Indians ;  they  meet  together  and  give  presents.  I  do  not  have  any- 
thing in  the  winter  to  live  on — only  wliat  we  pick  up.  That  is  the 
way  we  do;  we  go  and  pick  it  up  in  town  when  they  throw  it  away. 
That  is  the  way  we  maJke  our  living — my  mama  and  me. 

Senator  Pine.  Do  you  ever  go  hungry  ^ 
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Mr.  Sop  Heil.  Sure;  lots  of  times  hungry.  We  go  to  Missoula 
and  pick  things  up  there. 

Senator  Frazier.  Does  Hiatt  give  some  of  the  other  Indians  ra- 
tions ? 

Mr.  Sop  Heil.  Just  a  few  that  come.  They  have  to  have  kind  of 
order  from  the  agent,  and  he  gives  them  something  to  eat.  Hiatt 
does  not  give  me  order.  Once  in  a  while,  twice  a  year  maybe,  they 
give  us  meat. 

Senator  Frazier.  How  old  are  you? 

Mr.  Sop  Heil.  I  am  67,  and  my  mama  is  66. 

Charles  E.  Coe,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows : 

I  have  been  superintendent  of  this  reservation  a  little  better  than 
eight  years  and  have  been  in  the  Government  service  since  1903. 
Before  coming  here  I  was  a  supervisor  traveling  for  the  department 
at  Washington.  Prior  to  that  time  I  was  superintendent  of  the  Rose- 
bud Reservation  in  Oregon,  which  has  since  been  discontinued,  and 
was  also  superintendent  of  an  agency  in  Arizona. 

There  are  about  2,900  Indians  enrolled  on  this  reservation,  not  all 
of  them,  however,  are  on  the  reservation.  I  imagine  there  are  400 
or  500  not  living  on  the  reservation.  About  one-fourth  of  the  total 
enrollment  are  full-blood  long-haired  Indians.  There  are  approxi- 
mately 150  old  and  indigent  Indians  on  the  reservation — that  is,  we 
had  about  that  many  on  the  ration  roll. 

Senator  Wheeler.  This  man.  Sop  Heil,  who  has  just  testified, 
claims  he  was  not  on  the  ration  roll  and  that  he  has  had  to  go  and 
hit  garbage  cans  to  get  something  to  eat.  What  do  vou  know  about 
that? 

Superintendent  Coe.  I  am  quite  sure  he  is  on  the  ration  rolls  and 
gets  rations  monthly. 

Senator  Wheeler.  How  much  rations  do  you  issue  to  these  old 
and  indigent  Indians?  On  various  reservations  we  have  been  on 
the  ration  issue  amounts  to  $1.06  and  $1.20,  and  we  would  like  to 
know  how  much  of  each  kind  of  food  you  issue. 

Superintendent  Coe.  Well,  In  the  summer  time  we  have  about  50 
who  are  on  the  ration  roll.  I  know  they  get  flour,  but  I  couldn't 
tell  you  the  exact  amount;  Mr.  Holly  Head  issues  rations  and  he 
can  tell  you  the  exact  amount  of  each  that  is  issued.  We  have  never 
held  a  clinic  on  this  reservation  since  I  have  been  h^re,  and  I  do  not 
know  the  number  of  active  or  incipient  cases  of  tuberculosis ;  I  have 
no  idea  as  to  the  number  of  such  cases  there  are.  We  have  one  full- 
time  doctor  and  one  contract  doctor,  the  full-time  doctor  is  at  the 
agency,  his  practice  is  confined  exclusively  to  the  Indians.  Our  con- 
tract doctor  is  at  Camas  Hot  Springs.  He  is  paid  $60  a  month,  and 
of  course  has  an  outside  practice. 

Senator  Wheeler.  Complaint  is  made  that  the  doctors  do  not  go 
out  and  treat  the  Indians  Avhen  called. 

Superintendent  Coe.  I  don't  know  of  any  cases  like  that,  except 
occasionally.  They  can't  be  in  two  places  at  one  time.  We  have  no 
hospital  on  this  reservation.  Some  of  the  cases  of  tuberculosis  among 
children  we  send  to  the  Idaho  sanitarium  for  treatment. 
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We  find  it  is  difficult  to  get  the  old  people  to  leave  home.  If  we  can 
get  them  to  leave,  we  send  them  to  Fort  Spokane  for  treatment. 
When  the  old  Indians  need  hospital  treatment  we  send  them  to  St. 
Angaars  Hospital.  We  have  sent  quite  a  few  the  past  year,  although 
I  could  not  give  you  the  approximate  number.  One  of  the  field 
physicians.  Doctor  Koerner,  held  a  survey  for  trachoma  here  last 
year,  and  last  fall  one  of  our  doctors  and  a  doctor  from  the  State 
health  department  made  a  survey.  I  could  not  give  you  the  figures 
with  reference  to  the  number  of  cases  they  found.  There  was  only 
one  venereal-disease  clinic  held  on  the  reservation,  so  far  as  I  know ; 
that  was  about  six  weeks  ago.  In  some  cases  we  had  difficulty  in 
getting  the  Indians  to  come.  I  think  34  cases  were  discovered.  The 
whole  reservation  was  not  covered,  those  were  just  the  suspected  cases. 
Maternity  cases  on  this  reservation  are  taken  to  the  hospital  if  they 
can  go.  Those  that  have  money  it  is  taken  out  of  their  individual 
accounts  and  charged  up  to  them,  and  if  they  have  no  mone}^  it  is 
paid  out  of  the  allotment  for  support  of  the  agency  for  that  pur- 
pose. I  could  not  give  you  the  amount  of  money  at  the  present  time 
in  the  tribal  fund  of  the  Flathead.  That  is  a  matter  of  departmental 
accounting,  but  the  balance  at  the  end  of  February  was  $156,518.82. 
We  have  3  Government  farmers  on  the  reservation,  1  at  Poison,  1 
at  Ronan,  and  1  in  the  Jock  near  Arlee. 

Senator  Wheeler.  You  heard  the  statement  here  that  the  Govern- 
ment farmers  never  show  the  Indians  how  to  irrigate  their  land  or 
how  to  farm? 

Superintendent  Coe.  Well,  the  Government  farmers  in  all  of  these 
districts  have  practically  no  time  to  devote  to  actual  instructions. 
He  acts  as  subagent,  akes  care  of  the  leasing,  issuing  rations,  hearing 
complaints,  and  everj^hing  connected  with  the  office,  and  that  takes 
up  practically  all  of  his  time.  He  is  not  properly  a  farmer  at  all, 
he  is  a  field  clerk. 

Senator  Frazier.  When  these  positions  of  Government  farmers 
were  created  was  it  not  the  intention  of  the  Government  that  they 
should  teach  the  Indians  how  to  farm? 

Superintendent  Coe.  That  was  before  my  time.  Senator.  Practi- 
cally all  their  time  now  is  taken  for  administrative  work.  There 
was  a  position  of  agriculturist  created  about  six  months  ago  for  the 
district  of  Montana  and  North  Dakota,  and  he  is  trying  to  work 
out  a  program  for  instruction  among  the  Indians.  About  the  time 
I  came  here  we  had  a  series  of  meetings  over  the  reservation  in  each 
district  for  the  purpose  of  instructing  the  Indians  how  to  farm 
and  what  land  of  crops  to  raise,  and  we  have  held  such  meetings 
at  various  places  since.  That  last  meeting,  I  think,  was  held  in  the 
Jocko  in  June  or  July.  That  was  the  only  place  we  held  a  meeting 
this  year.  We  have  come  to  the  conclusion  that  we  could  get  better 
results  by  talking  to  the  Indians  individually. 

Senator  Wheeler.  Well,  of  course,  with  your  present  force  you 
have  very  little  time  to  talk  to  the  Indians  individually  about  f  arm- 

Superintendent  Coe.  No;  I  believe  we  have  talked  to  a  large 
majority  of  them. 

Senator  Wheeler.  Well,  approximately  how  many  did  you  talk  to 
before  they  put  in  their  crop;  how  many  did  you  visit  this  spring 
and  tell  them  what  to  put  in  and  how  to  plant  it? 
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Superintendent  Coe.  I  couldn't  tell  you. 

Senator  Wheeler.  As  a  matter  of  fact,  we  have  been  unable  to 
find  on  any  reservation  Ave  have  visited  yet  where  there  has  been  any 
instruction  given  the  Indians  with  reference  to  how  to  farm. 

Superintendent  Coe.  There  has  not  been. 

Senator  Wheeler.  And,  as  a  matter  of  fact,  there  has  not  been 
any  systematic  organization  of  any  kind  on  this  reservation  instruct- 
ing the  farmers  how  to  farm  or  irrigate  their  land? 

Superintendent  Coe.  No,  sir. 

Senator  Wheeler.  There  has  been  nothing  like  that  in  connec- 
tion with  the  Recalmation  Service  or  the  Indian  Service? 

Superintendent  Coe.  No,  sir. 

Senator  Wheeler.  As  a  matter  of  fact,  the  Indians  were  given  80 
acres  of  land  and  turned  loose  on  it,  and  after  the  irrigation  project 
was  constructed  they  could  get  water  if  they  paid  for  it,  and  if  they 
did  not  want  to  use  water  that  was  all  right ;  they  did  not  have  to 
use  it.  They  were  not  given  any  instructions  at^  all  as  to  how  to 
put  in  their  crops? 

Superintendent  Coe.  It  was  j^retty  hard  on  most  of  them,  but  I 
believe  they  were  given  some  instruction  in  the  beginning.  The 
farmers  on  the  reservation  have  given  them  some  instructions  at 
times. 

Senator  Wheeler.  He  may  have  picked  out  a  farmer  here  and 
there,  but  what  I  am  getting  at  is  that  there  has  been  no  systematic 
method  of  going  out  among  the  Indians  and  showing  them  how  and 
what  to  plant  and  when  to  plant  it  and  how  to  irrigate  their  crops 
or  anything  of  that  sort. 

Superintendent  Coe.  These  Indians  were  irrigating  long  before 
anybody  else  in  Montana. 

Senator  Wheeler.  A  few,  but  not  many  of  them.  They  were  in- 
consequential in  number.  As  a  matter  of  fact,  not  5  per  cent  of 
them  were  irrigating  their  land  on  this  reservation. 

Superintendent  Coe.  No;  I  believe  a  lot  of  them  were  irrigating, 
particularly  in  the  Jocko,  prior  to  the  time  the  irrigation  came  in. 
That  is  pretty  far  back  for  me,  but  I  believe  nearly  all  of  the  Jocko 
Indians  were  irrigating  their  land  and  some  of  them  I  believe  had 
ditches  of  their  own.  There  was  one  large  ditch  constructed  by  the 
Government,  I  understand. 

Octave  Couture,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance  as  follows : 

Senator  Wheeler.  Mr.  Couture,  you  live  in  the  Jocko  district. 
Can  you  tell  me  how  many  Indians  were  irrigating  that  district 
prior  to  the  irrigation  project  coming  in  there  ? 

Mr.  Couture.  About  30  or  35,  some  of  them  had  their  own  ditches 
up  there,  and  the  Government  built  some  ditches  when  they  made 
the  treaty  with  the  tribe  to  move  from  the  Bitter  Root,  and  they 
turned  these  ditches  over  to  the  Indians  as  part  of  the  consideration 
for  making  the  treaty.  AYlien  the  Reclamation  Service  came  in 
here  they  took  all  the  Indians'  ditches  and  the  ones  that  the  Gov- 
ernment had  built  for  them  and  they  did  not  pay  us  anything  for 
them  and  besides  that  they  assessed  us  for  the  construction  charges 
and  made  us  pay  for  water.  When  they  took  our  ditches  they  said 
they  were  going  to  make  a  ditch  large  enough  for  everybody  and 
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that  we  could  get  free  water  from  that  ditch  when  we  got  our  allot- 
ment. Then  they  took  money  from  some  of  the  Indians  from  their 
tribal  funds  to  pay  for  the  operation  and  kept  it  and  if  there  was 
anything  left  they  turned  over  the  balance.  I  built  some  ditches 
up  there  myself  and  they  took  them  away  from  me ;  they  wanted  to 
take  them  away  from  me,  but  I  stood  pat  and  they  left  me  alone. 
They  did  not  get  them,  but  some  of  the  other  Indians,  they  took 
theirs  away  from  them  and  never  paid  them  a  cent,  and  then  they 
charged  them  for  new  ditches  and  for  water  that  they  used.  There 
were  only  30  or  35  Indians  living  in  the  Jocko  Valley  before  the 
reclamation  came  in,  because  we  used  to  thresh  by  horse  power  with 
a  machine,  and  that  was  all  the  families  that  lived  there.  There  are 
not  over  two  or  three  of  them  there  now  under  the  irrigation.  They 
quit  because  they  could  not  make  a  living  and  pay  for  the  water, 
because  when  they  had  a  tribal  payment  they  took  it  for  water.  Be- 
fore the  reclamation  came  in  the  Indians  all  made  a  living  farming, 
but  they  can't  do  it  there  now.  Everyone  that  took  their  patent  in 
fee  up  there  have  lost  their  land.  Before  that  they  were  in  pretty 
good  shape;  all  had  cattle  and  were  making  a  living. 

Senator  Fkazier.  You  don't  think,  then,  Mr.  Couture,  that  this 
Government  irrigation  project  is  of  much  benefit  to  the  Indians? 

Mr.  Couture.  No;  the  Indians  never  order  water  until  the  crops 
need  it  bad,  and  they  have  to  wait  a  week  then  before  they  get  it 
and  by  that  time  the  crop  is  gone  and  when  they  get  the  water  it 
don't  amount  to  nothing  and  they  get  no  good  of  it.  The  Indians 
should  order  the  water  before  they  need  it ;  the  ground  there  is  dry 
and  rocky  and  if  you  don't  get  water  quick  it  is  no  good.  You  got 
to  start  irrigating  early  in  the  Jocko  because  the  soil  is  gravel  and 
rocky  and  dries  quick.  I  don't  get  water  from  the  irrigation  ditch 
myself.  I  have  water  of  my  own.  I  never  saw  anybody  up  there 
showing  the  Indian  how  to  irrigate. 

Senator  Frazier.  Superintendent  Coe  said  he  was  there  in  June. 

Mr.  Couture.  I  did  see  him  up  there  a  few  years  ago.  I  was  not 
there  in  June,  so  I  don't  know.  I  have  patent  in  fee  for  my  allot- 
ment and  still  own  it.  I  am  a  quarter-blood  Indian.  There  are  no 
full-blood  Indians  up  there  who  own  their  land  now  and  only  a 
few  half  bloods  got  any. 

Senator  Frazier.  What  about  the  schools  on  the  reservation? 

Superintendent  Coe.  There  are  no  Government  schools  on  the 
reservation.  The  Indians  attend  the  public  school  and  the  school 
at  St.  Ignatius.  For  the  children  who  are  still  wards  of  the  Govern- 
ment we  pay  50  cents  a  day  for  school  attendance.  In  one  district 
where  the  attendance  is  exclusively  Indian  we  pay  70  cents.  The 
Government  does  not  pay  anything  for  the  education  of  the  children 
in  the  public  school.  There  are  enough  schools  on  the  reservation 
so  that  all  the  Indian  children  can  attend  school.  There  are  a  few 
1-room  school  houses,  but  here  we  have  a  lovely  consolidated  school 
and  the  pupils  are  transported  to  and  from  their  homes  by  bus. 

They  teach  all  the  grades  and  have  a  fully  accredited  high  school, 
and  on  graduation  from  high  school  they  are  eligible  to  enter  college 
or  university  without  examination.  We  had  one  full-blood  Indian 
girl  graduate  from  the  high  school  in  Dixon  this  year.  Personally 
I  know  there  are  a  large  number  of  mixed  bloods  graduate,  but  I 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3311 

could  not  tell  you  the  number.  There  are  two  schools  up  there,  one 
run  by  the  Jesuit  fathers  for  boys  and  the  other  run  by  the  Ursu- 
lines  for  girls ;  the  Jesuit  school  goes  up  to  high  school,  eight  grades, 
and  the  Ursuline  teaches  high-school  courses.  When  the  boys  finish 
the  eight  grades  in  the  Jesuit  school  some  of  them  go  to  the  public 
school  and  some  to  nonreservation  schools.  Last  year  in  high  school 
we  had  17  in  the  ninth  grade,  4  in  the  tenth,  12  in  the  eleventh,  and 
4  graduated.  That  is  not  a  veiT  large  percentage  considering  the 
number  of  Indians  we  have,  but  I  believe  it  compares  favorably  with 
the  number  of  white  children  attending  high  school.  There  are 
about  TOO  Indian  children  on  the  reservation. 

Senator  Frazier.  And  out  of  700  only  4  graduated.  I  don't  be- 
lieve that  compares  very  favorably  with  the  white  children  on  the 
reservation. 

Superintendent  Coe.  Perhaps  it  doesn't;  I  don't  know^  I  wish  to 
correct  that  again;  there  were  50  in  the  ninth  gi'ade,  17  in  the  tenth 
grade,  18  in  the  eleventh  grade,  and  18  graduates.  That  is  the  total 
number  of  Indian  children  in  high  school  on  the  reservation,  and 
that,  I  believe,  compares  favorably  with  the  white  children.  There 
are  seven  or  eight  high  schools  on  the  reservation,  I  believe,  but 
there  are  not  Indian  pupils  in  all  of  them;  there  are  no  Indians 
living  in  those  particular  localities.  I  am  just  giving  you  the  figures 
on  those  in  the  public  schools  on  the  reservation.  We  probably  have 
150  or  200  enrolled  in  schools  off  the  reservation  in  such  schools  as 
Haskell,  Chaumamma,  Rapid  City,  and  so  forth,  and  that,  of  course, 
does  not  include  the  graduates  here  at  the  sisters'  school.  I  know 
very  little  about  the  course  of  study  in  the  public  schools,  as  we  have 
no  supervision  over  them. 

There  are  something  like  1,500  Indians  who  have  tribal  funds.  It 
has  not  been  our  practice  here  to  give  the  Indians  any  itemized  state- 
ment of  their  individual  trust  funds  or  as  to  the  amount  of  money 
taken  in  on  leases  or  expended  on  their  order,  and  so  forth,  but  an 
Indian  is  at  liberty  to  inspect  the  ledgers  any  time  he  cares  to. 

Senator  Wheeler.  But  the  average  Indian  would  not  know  any- 
thing about  it. 

Superintendent  Coe.  It  is  always  explained  to  him. 
Senator  Wheeler.  Don't  you  think  it  would  obviate  a  great  deal 
of  dissatisfaction  if  you  rendered  them  a  statement  quarterly  show- 
ing exactly  how  much  was  in  the  trust  fund,  how  much  received 
from  leases  or  other  sources,  and  how  much  had  been  expended  dur- 
ing the  period  and  the  balance  on  hand? 

Superintendent  Coe.  I  believe  it  would,  but  we  would  have  to 
have  another  clerk  to  do  that.  Xow  we  have  a  principal  clerk,  a 
lease  clerk,  and  two  assistant  clerks. 

Senator  Wheeler.  That  has  been  one  of  the  chief  complaints  we 
have  heard  on  every  reservation — ^that  the  Indian  does  not  know 
what  was  being  done  with  his  money — and  not  only  that  complaint 
has  been  made,  but  also  that  when  he  went  to  the  office  to  find  out  he 
could  not  do  so. 

Superintendent  Coe.  That  is  not  the  case  here.    They  can  find  out. 

The  ledgers,  you  understand,  are  kept  at  the  main  agency  and  it 

would,  of  course,  be  a  little  inconvenient  for  those  living  a  long 

way  from  the  agency  office:  but  they  can  write  in  and  we  will  fur- 
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nish  them  the  information  by  mail.  In  fact,  we  have  done  that  in 
many  cases.  With  regard  to  this  Indian,  Sop  Heil,  who  claims  that 
he  purchased  a  $1,000  bond  during  the  war.  That  was  before  my 
administration  here.  I  know  it  was  the  practice  during  the  war, 
where  the  Indians  had  a  considerable  amount  of  trust  money,  to 
urge  them  to  buy  bonds,  and  they  responded  quite  well. 

Application  was  made  and  signed  by  the  Indian  and  the  check  was 
drawn  covering  the  price  of  the  bond  and  sent  to  the  disbursing  office 
and  the  bond  was  registered  and  returned  to  our  office  for  safekeeping 
and  they  remained  there  until  their  trust  funds  were  exhausted  or 
they  were  in  need  of  money  to  support  their  family  or  purchase 
equipment  or  something  of  that  sort.  They  were  gradually  cashed 
in  on  the  market  and  the  marlvct  price  and  placed  to  his  credit  again. 
I  have  never  heard  anything  about  this  particular  Indian  who  claims 
that  his  bond  was  lost.  We  have  had  a  number  of  inquiries  in  regard 
to  bonds  from  dilfferent  Indians  but  I  don't  recall  any  complaints; 
they  just  wanted  to  know  about  them.  I  am  quite  sure  that  no  bonds 
belonging  to  the  Indians  were  lost.  There  has  never  been  any  cases 
of  embezzlement  of  Indian  funds  on  this  reservation  since  I  have 
been  here.  There  has  been  a  great  deal  of  timber  on  this  reservation 
and  a  great  deal  of  it  has  been  sold  and  cut  off  but  no  statement  has 
ever  been  furnished  to  the  Indians  showing  how  much  has  been  cut, 
what  it  was  sold  for,  or  what  was  done  with  the  proceeds.  We,  of 
course,  make  monthly  reports  to  the  Indian  Office  but  we  have  never 
made  any  accounting  of  the  timber  to  the  Indians.  For  the  hot 
springs  lease  we  get  10  per  cent  of  the  income  plus  certain  improve- 
ments; the  first  lease  called  for  improvements  of  not  less  than 
$5,000,  and  as  a  matter  of  fact  there  was  about  $7,500  put  into  build- 
ings; we  have  re-leased  it  on  the  same  basis.  The  income,  I  believe, 
runs  around  $100  a  month  in  the  summer  time.  In  the  winter 
there  is,  of  course,  practically  nothing — that  is,  the  Indians'  share. 
The  lease  includes  the  hot  springs  and  about  160  acres  of  land.  I 
am  not  sure  if  it  is  that  much,  there  are  two  reserves  at  hot  springs, 
the  agency  reserve  and  the  hot  springs;  the  man  in  charge  of  the 
district  lives  on  the  Indian  reserve.  There  is  about  25  acres  of  tillable 
land  that  he  leases.  I  don't  remember  what  he  pays  for  it.  The 
tribal  council  has  never  been  consulted  about  the  leasing  of  the  hot 
springs.  The  funds  received  from  the  rental  of  the  hot  springs  are 
deposited  with  the  treasurer  each  month  to  the  credit  of  the  tribe, 
but  no  statement  has  ever  been  rendered  to  the  Indians  showing  how 
much  was  taken  in. 

We  have  on  this  reservation  approximately  200,000  acres  of  barren 
and  waste  land,  mountain  tops,  prairie,  and  worthless,  and  about 
150,000  acres  of  unallotted  lands ;  about  100,000  acres  of  that  is  under 
lease  to  various  people  for  grazing  purposes.  We  usually  get  20  cents 
a  head  for  the  grazing  season  for  ewes  and  10  cents  for  lambs.  We 
have  never  tried  to  figure  it  on  the  basis  of  so  many  sheep  per  acre ; 
we  lay  out  a  certain  part  of  the  country  and  let  them  range.  I  do 
not  know  what  it  would  amount  to  per  acre,  but  it  would  be  low  be- 
cause the  land  is  so  poor.  I  have  never  figured  it  up  to  see  what  it 
would  amount  to.  The  reservoir  sites  are  leased  under  license  which 
must  be  approved  by  the  Interior  Department.  Some  are  rented  for 
grazing  and  some  for  farming. 
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Senator  Wheeler.  Well,  what  do  you  get  for  the  grazing  land 
and  what  do  you  get  for  the  farming  land  per  acre  on  the  reservoir 
sites  ? 

Superintendent  Coe.  Well,  I  imagine 

Senator  Wheeler.  We  don't  want  what  you  imagine,  we  want  the 
facts,  we  want  them  for  the  record. 

Superintendent  Coe.  Well,  we  don't  get  any  uniform  price,  some 
of  the  land  is  much  better  than  others.  We  lease  it  to  the  highest 
bidder,  giving  the  old  lessee  preference ;  that  is,  he  can  keep  it  at  the 
highest  bid.  We  have  never  furnished  the  Indians  any  statement,  so 
far  as  I  know,  showing  what  the  land  in  the  reservoir  sites  was  leased 
for,  hoAv  much  w^as  received  for  it,  or  what  became  of  those  funds. 

Senator  Wheeler.  Do  you  know  of  any  other  business  organiza- 
tion conducted  in  that  fashion,  Mr.  Coe  ? 

Superintendent  Coe.  I  can't  say  as  to  that. 

Senator  Wheeler.  Well,  don't  you  think  it  is  a  very  slip-shod 
method  of  running  this  business  for  the  Indians  ? 

Superintendent  Coe.  Perhaps,  so  far  as  they  are  concerned,  they 
should  be  informed  of  those  things  no  doubt,  but  we  comply  with 
the  instructions  and  regulations,  make  our  reports  to  the  Govern- 
ment at  Washington,  and  are  under  bonds  to  the  department. 

Senator  Wheeler.  I  am  not  complaining  about  you,  because  I 
know  you  are  complying  with  regulations,  but  I  figure  the  system 
is  absolutely  wrong  and  should  be  remedied. 

Mr.  ScATTERGOOD.  Could  you  file  on  the  bulletin  board  in  a  public 
place  or  places  a  copy  of  the  information  the  Senator  speaks  about 
so  the  Indians  could  obtain  it?  That  would  not  involve  an  extra 
clerk,  would  it? 

Superintendent  Coe.  No  ;  that  would  not.  But  if  we  are  to  render 
monthly  statements  of  all  transactions,  it  would. 

Senator  Wheeler.  How  about  quarterly  statements  ?  If  you  have 
an  adding  machine,  and  so  forth,  it  does  not  seem  that  you  would 
need  an  extra  clerk. 

Superintendent  Coe.  If  we  rendered  statements  like  the  banks  do, 
it  would  not,  but  that  would  not  mean  anything  to  an  Indian.  But 
if  we  made  a  complete  statement  of  leasing,  disbursements,  and  so 
forth,  it  would  mean  that  we  would  need  an  extra  clerk,  as  we  have 
over  1,500  accounts. 

Mr.  ScATTERGooD.  Another  thought  would  be  to  have  periodical 
reviews  with  the  tribal  council.  From  your  experience  on  the  reser- 
vation, would  that  be  satisfactory? 

Superintendent  Coe.  We  could  furnish  the  tribal  organization  an 
entirely  new  system  if  that  is  what  you  want. 

Senator  Wheeler.  There  have  been  complaints  on  this  reservation 
that  they  did  not  know  what  was  going  on  and  they  became  suspi- 
cious that  timber  was  being  cut  off  and  no  accounting  rendered,  and 
that  favoritism  has  been  shown  in  leasing  and  that  it  has  been  going 
on  for  a  good  many  years.  The  Indian  can  never  learn  to  handle 
his  own  business  unless  he  knows  how  it  is  being  handled  by  the 
Government. 

Superintendent  Coe.  I  have  been  summoned  to  meetings  of  the 
tribal  council  at  various  times  and  asked  to  furnish  information,  and 
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if  it  was  some  unusual  thing  of  course  I  could  not  furnish  it,  such 
as  a  balance  sheet  of  the  tribal  funds  or  an  accounting  of  the  timber 
cuttings,  but  I  always  gave  them  what  information  I  had.  Once  a 
year  a  statement  of  the  tribal  funds  is  posted  in  the  main  office  and 
at  the  subagencies. 

Senator  Wheeler.  It  has  only  been  within  the  last  year,  however, 
that  you  have  been  furnishing  those  statements? 

Superintendent  Coe.  Yes,  sir. 

Senator  Wheeler.  That  was  after  the  Senate  committee  had  made 
complaint  ? 

Superintendent  Coe.  Yes,  sir.  Prior  to  that  time  the  Indians  were 
not  given  any  statement  of  the  tribal  funds  so  far  as  I  know. 

Mr.  Scattergood.  Do  you  feel  that  it  would  be  of  any  help  to  the 
management  of  the  reservations  and  to  the  Indians  themselves  to 
have  annual  or  semiannual  meetings  with  the  tribal  council  at  which 
the  superintendent  coiild  answer  questions  about  the  business? 

Superintendent  Coe.  I  think  the  tribal  council  should  be  formed 
by  the  delegates  and  that  they  would  be  elected  annually.  That  is 
not  the  present  system  on  this  reservation.  Delegates  are  elected  and 
hold  office  until  they  resign  or  until  there  was  such  dissatisfaction 
that  they  elected  somebody  else.  There  was  a  meeting  of  the  tribe 
about  a  year  ago  last  November,  I  believe,  for  the  purpose  of  getting 
the  sentiment  of  the  tribe  with  regard  to  leasing  the  power  site.  I 
believe  the  Indians  all  wanted  to  lease  it  and  that  there  was  no  oppo- 
sition among  them.  I  believe  I  called  the  meeting  for  the  purpose 
of  discussing  the  terms  of  the  lease. 

Senator  Wheeler.  Now,  let  me  ask  you  this — when  the  proposition 
was  first  put  up  to  them  in  regard  to  leasing  it,  the  Indian  Office 
proposed  that  the  Indians  were  only  to  get  30  per  cent  of  the  revenue 
from  the  power  site.     Is  that  correct  ? 

Superintendent  Coe.  I  think  that  was  all  a  matter  of  negotiation 
in  Washington ;  we  knew  nothing  about  it. 

Senator  Wheeler.  Did  you  make  any  recommendation  yourself  as 
to  what  proportion  should  go  to  the  Keclamation  Service,  the  In- 
dians, or  anyone  else  ? 

Superintendent  Coe.  I  don't  think  I  did  officially.  I  think  I  have 
expressed  the  view  that  it  should  go  to  the  tribe.  I  have  always  felt 
that  the  revenue  derived  from  the  power  site  should  go  to  the  Indians. 

With  reference  to  the  old  and  indigent  Indians  who  are  issued 
rations,  I  don't  know  of  any  real  suffering  for  want  of  food  or  cloth- 
ing. We  issue  rations  to  all  of  these  people  in  need,  and  we  buy  and 
issue  a  considerable  amount  of  clothing  and  blankets.  We  done  a 
lot  of  that  this  past  winter  in  addition  to  issuing  the  regular  rations. 
We  killed  and  issued  all  fresh  meat — something  like  125  to  150  head 
of  elk — on  the  bison  range  within  the  reservation.  This  is  not  reser- 
vation land;  it  is  land,  as  I  understand  it,  that  was  passed  over  after 
the  Indiaiis  were  allotted,  and  it  was  turned  over  to  the  geographical 
survey,  and  the  Indians  were  paid  for  it,  and  the  money  went  into 
the  tribal  fund.  That  was  many  years  ago.  The  trouble  with  the 
ration  issuing  to  these  old  and  indigent  Indians  is  that  some  of  the 
young  people  come  in  and  eat  up  all  their  provisions  and  in  a  day 
or  two  they  are  hungry  again.  Indian  estates  are  probated  by  the 
examiner  and  distribution  made  according  to  the  Montana   law^ 
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Distribution  is  made  as  soon  as  the  hearing  can  be  held  and  approval 
made  by  the  department  at  Washington.  The  Secretary  of  the  In- 
terior must  approve  the  findings.  The  estates  are  either  sold  or 
divided,  and  sometimes  the  Indians  hold  them. 

Senator  Wheeler.  I  notice  you  have  posters  up  once  in  a  while 
listing  lands  for  sale.     What  are  those  lands  ? 

Superintendent  Coe.  These  are  some  of  the  Indian  estate  lands 
where  they  died  and  in  other  cases  it  is  allotments  that  the  Indian 
w^ants  to  sell  because  he  is  not  living  on  it  and  needs  the  funds  for 
his  support.  Land  of  incompetent  Indians  is  advertised  and  sold  in 
the  same  manner.  Our  definition  of  an  incompetent  Indian  is  one 
who  has  not  received  his  patent  in  fee.  That,  however,  is  not  a 
good  definition.    We  sell  the  land  of  incompetent  Indians  if 

Senator  Wheeler.  As  I  understand  it  then  the  land  listed  for  sale 
is  land  of  deceased  Indians  and  lands  of  Indians  who  are  considered 
incompetent  and  that  the  superintendent  orders  which  lands  are  to 
be  sold  and  which  Indians  are  incompetent? 

Superintendent  Coe.  The  procedure  is  this,  the  Indian  goes  to 
the  farmer  or  comes  to  the  agency  office  and  tells  us  that  he  has  a 
certain  piece  of  land  that  he  is  not  getting  the  desired  return  from 
and  he  wants  to  sell  that  land  and  tells  us  so.  Sometimes  he  might 
want  to  buy  an  additional  piece  or  build  a  house  on  other  land  he 
owns.  When  that  is  done  the  land  is  appraised  by  the  district 
farmer  and  listed  for  sale  and  when  the  land  is  sold  the  money  is 
placed  to  the  Indian's  account  and  disbursed  to  him  in  the  regular 
manner. 

Senator  Wheeler.  There  has  been  some  complaint  that  Indians 
become  indebted  to  merchants  for  groceries  and  things  of  that  kind 
or  borrow  money  on  their  land  before  they  got  their  patents  in  fee. 
What  do  you  know  about  that? 

Superintendent  Coe.  I  don't  know  anything  about  it. 

Senator  Wheeler.  And  that  they  would  borrow  money  before  the 
trust  patent  was  issued,  that  somebody  would  go  to  them  and  get 
them  to  buy  an  automobile  or  something  of  that  sort  and  have  them 
make  application  for  patent  in  fee  and  it  w^ould  be  issued  and  the 
Indian  would  lose  his  land.    What  do  you  know  about  that? 

Superintendent  Coe.  Do  you  mean  the  land  sales  the  Government 
handles,  or  are  you  referring  to  patents  in  fee? 

Senator  Wheeler.  Not  the  one  the  Government  handles ;  I  am  talk- 
ing about  the  Indians  who  borrow  money  on  the  strength  of  the  fact 
that  they  will  get  their  patent  in  fee. 

Superintendent  Coe.  I  don't  believe  there  is  very  much  of  that. 
The  Indian  who  gets  his  patent  in  fee  is  considered  a  competent 
Indian.  He  has  to  answer  a  whole  string  of  questions  and  in  addi- 
tion to  that  his  character  is  approved  by  the  department,  and  I 
believe  one  of  the  questions  answered  under  oath  is,  "  Has  he  made 
any  agreement  for  the  sale  of  this  land  ?  " 

There  have  not  been  any  Indians  on  this  reservation  who  have 
borrowed  money  on  their  land  prior  to  the  time  they  received  their 
patent  in  fee.  I  do  not  wish  to  say  that  it  has  not  been  done.  What 
I  wish  to  say  is  that  it  is  not  within  my  knowledge.  You  under- 
stand that  when  an  Indian  applies  for  a  patent  in  fee  and  is  classed 
as  a  competent  Indian  we  have  nothing  more  to  do  with  it. 
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Senator  Frazier.  The  committee  would  like  an  account  of  the 
matter  of  Sam  Sop  Heil  who  testified  here  in  regard  to  the  $1,000 
bond  which  he  purchased  through  the  office.  Would  you  look  that 
up  and  write  us  about  it  ? 

Superintendent  Coe.  Yes,  sir. 

Senator  Wheeler.  There  is  one  more  thing  I  would  like  to  ask 
you.     What  do  you  know  about  any  of  your  employee  selling  things 
to  the  Indians  ? 
.    Superintendent  Coe.  I  don't  know  anything  about  it. 

Senator  Wheeler.  Is  any  charge  made  to  any  of  the  local  mer- 
chants for  collecting  their  bills  ? 

Superintendent  Coe.  Not  that  I  know  of.  Some  of  these  or- 
ganized collection  agencies  got  some  of  these  old  bills  against  the 
Indians  dated  back  10  or  15  years  ago,  and  they  threatened  all  kinds 
of  suits  against  the  Indians  but  that  is  the  only  thing  I  have  ever 
heard  of  along  that  line.  None  of  the  employees  are  charging  any 
fee  for  collecting  a  bill  for  a  merchant.  With  reference  to  the 
collection  of  these  irrigation  charges  testified  to  here,  I  will  say  that 
these  irrigation  charges  must  be  collected  if  they  had  the  money, 
and  it  was  handled  in  that  way.  There  was  an  order  from  the 
department  at  Washington  to  take  out  those  charges.  I  think  it  is 
a  law^,  it  is  more  than  an  order. 

Senator  Pine.  Mr.  Coe,  there  was  a  circular  handed  in  here  and 
placed  in  the  record.  This  circular  letter  was  signed  "  Committee  " 
and  the  envelope  contained  a  postcard  returnable  to  you.  What  do 
you  know^  about  that  ? 

Superintendent  Coe.  That  was  along  the  end  of  the  present  year. 
A  good  many  of  the  Indians  believed  that  the  present  tribal  council 
did  not  represent  the  majority  of  the  Indians  and  had  left  undone  or 
done  things  in  an  unsatisfactory  manner,  and  a  committee  worked 
out  a  petition  which  was  circulated  over  the  reservation  asking  for 
immediate  consideration  of  the  matter  of  leasing  the  power  site, 
and  this  card  w^hich  you  mentioned  w^as  circulated  and  mailed  by 
this  same  committee  and  made  returnable  to  me.  I  knew  nothing 
about  it  until  the  cards  came  in.  The  purpose  of  having  the  card 
come  to  the  office  was  to  check  the  cards  with  the  official  roll  to  see 
if  anybody  on  there  did  not  belong  to  the  tribe.  I  do  not  know  how 
many  Indians  returned  cards,  there  was  a  large  number  of  them 
came  in  and  they  were  attached  to  the  petitions  that  were  sent.  Per- 
sonally as  I  recall  the  matter  at  this  time  there  was  approximately 
80  per  cent  of  the  enrolled  members  of  the  tribe  on  those  petitions 
and  cards  together  which  were  the  same. 

Senator  Pine.  Did  you  make  any  examination  to  see  if  they  had 
been  signed  by  the  Indians  or  if  somebody  else  signed  them? 

Superintendent  Coe.  Those  cards  were  signed  by  Indians  who 
did  not  live  here.  None  of  them  were  mailed  to  Indians  on  the 
reservation  so  far  as  I  know. 

Senator  Wheeler.  Here  are  a  couple  of  Indians  who  say  they 
were  sent  to  Indians  living  on  the  reservation.  Give  me  your  name 
please  ? 

Mrs.  Braugen.  Mrs.  Braugen. 

Senator  Wheeler.  And  your  name  please? 

Mary  Bix)od.  Mary  Blood. 
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Senator  Wheeler.  You  each  received  a  card,  did  you? 

Mary  Blood.  Yes,  sir. 

Senator  Wheeler.  Mr.  Coe,  can  you  give  us  the  names  of  the 
members  of  the  committee  ? 

Superintendent  Coe.  The  ones  who  came  to  my  office  and  asked  me 
to  check  them  up  were  Baptiste  Marengo,  Joe  Irvin,  Louie  Valley, 
and  Ben  Kramer. 

Senator  Wheeler.  Is  Ben  Kramer  an  Indian  ? 

Superintendent  Coe.  He  is  a  white  man  married  to  an  Indian — 
a  member  of  this  tribe.  I  think  there  was  two  more,  I  don't  recall 
their  names:  Francis  Caye  and  Joe  Kellho,  I  believe. 

Senator  Wheeler.  Who  appointed  the  committee  ? 

Superintendent  Coe.  I  don't  know. 

Senator  Wheeler.  Did  you  recommend  the  names  to  anybody  or 
have  anj^thing  to  do  with  that  committee  ? 

Superintendent  Coe.  No,  sir:  not  until  they  brought  the  names 
in  and  asked  us  to  check  them  with  our  record. 

Senator  Wheeler.  Was  this  committee  gotten  up  by  the  chamber 
of  commerce  at  Poison  or  here  ? 

Superintendent  Coe.  I  don't  know ;  I  can't  answer,  personally. 

Senator  Wheeler.  Mr.  Coe,  you  are  familiar  with  what  goes  on 
on  the  reservation  ? 

Superintendent  Coe.  To  a  certain  extent ;  yes. 

Senator  Wheeler.  And  there  has  been  a  great  deal  of  agitation 
and  a  lot  of  effort  put  forth  by  the  chamber  of  commerce  at  Poison 
with  reference  to  this  power  site.  They  want  to  have  a  power  plant 
built  because  they  feel  that  it  will  be  a  benefit  to  the  city  of  Poison, 
and  you  have  conferred  with  them  at  different  times  regarding  this 
matter  ? 

Superintendent  Coe.  I  have  at  different  times  talked  with  them, 
I  don't  know  as  you  would  call  it  conferring.  I  don't  know  what 
they  had  to  do  with  reference  to  selecting  this  committee,  but  they 
furnished  the  expenses  of  the  committee  while  they  were  circulating 
the  petition. 

Senator  Wheeler.  Well,  is  it  not  a  fact  that  they  not  only  paid 
their  expenses  but  also  paid  them  so  much  per  day  ? 

Superintendent  Coe.  I  don't  know  what  they  did. 

Senator  Wheeler.  You  never  inquired  of  the  Indians  whether 
they  got  $1  a  day  or  $5  a  day  ? 

Superintendent  Coe.  No,  sir ;  I  did  not. 

Senator  Wheeler.  Did  this  committee  go  around  and  visit  the 
various  houses  ? 

Superintendent  Coe.  I  think  they  did. 

Senator  Wheeler.  Now  the  statement  w^as  made,  the  representa- 
tion was  made  to  these  Indians  that  the  power  plant  was  to  be 
turned  over  to  the  Indians  at  the  end  of  50  years;  what  do  you 
know  about  that  ? 

Superintendent  Coe.  I  never  heard  it. 

Senator  Wheeler.  Of  course,  there  is  nothing  to  that  at  all? 

Superintendent  Coe.  No;  I  guess  not. 

Senator  Wheeler.  Do  you  recall  the  contents  of  that  petition  that 
was  circulated  by  this  committee  which  you  state  had  80  per  cent 
of  the  members  of  the  tribe  signatures  on  it  ? 
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Superintendent  Coe.  Well,  it  was  very  short,  just  about  three  or 
four  lines,  as  I  recall,  saying  that  it  was  the  desire  of  the  petitioners 
to  have  the  power  site  leased  at  the  earliest  possible  date.  That  was 
about  all  there  was  to  it  as  I  remember. 

Senator  Wheeler.  I  believe  there  is  some  difference  of  opinion 
on  that  ? 

Superintendent  Coe.  I  believe  there  was  something  said  that  they 
favored  leasing  to  the  Montana  Power  Co. 

(Senator  Frazier  then  read  the  petition,  a  copy  of  which  was  not 
incorporated  in  the  record.) 

Senator  Frazier.  Was  that  about  the  statement  ? 

Superintendent  Coe.  Yes ;  they  were  all  the  same. 

Senator  Frazier.  Did  you  authorize  any  of  the  Indians  to  cir- 
culate this  petition  yourself  ? 

Superintendent  Coe.  No  ;  I  had  nothing  to  do  with  it. 

Senator  Wheeler.  Now,  the  complaint  has  been  made  on  this 
reservation,  as  it  is  on  all  reservations,  that  the  superintendent 
takes  an  active  part  in  trying  to  get  certain  individuals  elected  as 
members  of  the  tribal  council  and  takes  an  active  part  in  selecting 
the  man  he  wants  as  president.  Have  you  taken  any  active  part 
along  that  line  ? 

Superintendent  Coe.  Certainly  not.  None  of  my  employees  have 
that  I  know  of.  This  tribal  council  has  been  in  existence  since 
1916  and  has  had  practically  the  same  members  since  1916,  at  least 
the  same  since  I  have  been  here.  Dupuis  here  has  been  president 
for  three  or  four  years  and  he  was  a  member  of  the  council  before 
I  came  here. 

Senator  Wheeler.  Well,  there  has  been  no  complaints  so  far  as 
Mr.  Dupuis's  character  is  concerned.  He  is  considered  one  of  the 
outstanding  Indians  so  far  as  his  character  goes,  and  there  has 
never  been  any  charge  of  bootlegging  or  dishonesty  brought  against 
him? 

Superintendent  Coe.  No,  sir;  he  is  a  man  of  good  character  and 
honest  so  far  as  I  know. 

Senator  Wheeler.  The  Indians  are  like  a  lot  of  the  white  people ; 
they  like  to  sign  any  petition  that  is  presented  ? 

Superintendent  Coe.  I  don't  know,  Senator. 

(Adjournment  was  had  at  1  p.  m.  until  1.30  p.  m.  The  chair- 
man called  the  meeting  to  order  at  1.45  p.  m.,  all  members  of  the 
committee  being  present,  including  the  clerk,  Mr.  Scattergood,  and 
Mr.  Collier.) 

Senator  Frazier.  There  are  so  many  witnesses  to  be  heard  that 
the  committee  has  decided  to  stay  over  and  not  get  out  on  the  3.40 
train  this  afternoon,  so  we  will  continue  in  session  now  until  6 
o'clock  and  commence  again  to-morrow  morning.  If  there  are  any 
witnesses  here  who  do  not  have  an  opportunity  to  be  heard  before 
adjournment  to-morrow,  Senator  Wheeler  or  myself  would  be  very 
glad  to  have  you  write  us  a  letter  or  send  us  any  statements  you 
may  wish  to  have  incorporated  in  the  record  and  we  will  be  very 
glad  to  have  them  incorporated  as  part  of  the  hearing  here.  (Ap- 
plause.) 
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Frank  M.  Kerr,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  as  follows : 

Examination  by  Senator  Wheeler: 

Question.  Your  full  name  and  occupation,  please? 

Answer.  Frank  M.  Kerr,  vice  president  and  general  manager  of 
the  Montana  Power  Co.  and  Eocky  Mountain  Power  Co.,  residence 
Butte,  Mont. 

Question.  You  are  also  an  attorney  ? 

Answer.  No,  sir. 

Question.  How  long  have  you  lived  in  Montana  ? 

Answer.  Thirty-nine  years. 

Question.  Do  you  represent  any  other  company  than  the  Montana 
Power  Co.? 

Answer.  The  Montana  Power  Co.  and  the  Kocky  Mountain 
Power  Co.  which  applied  for  this  power  site. 

Question.  You  have  a  statement  you  want  to  make  to  the  com- 
mittee ? 

Answer.  I  would  be  glad  to  make  a  statement  if  you  want  to 
listen  to  it  on  behalf  of  the  power  company.  If  you  want  to  listen 
to  it. 

Question.  Make  it  as  brief  as  possible. 

Answer.  In  order  to  treat  the  subject  properly  it  will  probably 
take  20  minutes.  From  what  I  have  heard  of  the  testimony 
before  this  committee  I  think  there  is  a  great  deal  of  misunder- 
standing that  might  easily  have  been  wiped  out  had  there  been 
more  contact. 

Question.  More  contact  with  the  Indians,  you  mean? 

Answer.  Yes,  sir.  I  don't  take  all  the  responsibility  for  it,  but 
T  made  an  effort  to  have  contact,  and  I  will  explain  it  as  I  go  along. 
To  begin  with  I  think  everyone  knows  that  this  power  site  was  in 
the  Taft  withdrawal  and  was  not  subject  to  entry  until  the  Federal 
Power  Commission  saw  fit  to  lease  it.  In  January,  1920,  the  Kocky 
Mountain  Power  Co.  filed  an  application  for  the  power  site.  Our 
application  was  No.  5.    There  were  four  others  besides  ours. 

Question.  They  were  four  other  sites? 

Answer.  We  were  No.  5  on  the  list.  I  simply  state  that  to  show 
that  we  made  application  early.  The  Kocky  Mountain  Power  Co. 
filed  an  early  bid  for  the  power  site  and  under  ordinary  conditions 
it  is  probable  that  the  project  would  have  been  open  for  the  ac- 
ceptance of  bids  at  that  time  but  for  the  fact  that  it  was  interferred 
with  by  the  usual  things  that  happen  after  a  war. 

In  other  words  in  1921,  1922,  and  1923  the  people  were  poor  and 
we  lost  a  lot  of  our  consumers  and  we  did  not  press  our  application 
for  preliminary  permit.  Later  in  the  fall  of  1922  Major  Barry, 
who  was  then  an  engineer  of  the  Federal  Power  Commission,  called 
on  me  and  said  "  AV^at  are  you  going  to  do  about  the  power  site  ?  " 
and  I  said  I  am  sorry  but  we  lost  a  lot  of  our  consumers  and  we  can 
not  build  the  plant.*^  On  March  2,  1923,  the  Federal  Power  Com- 
mission held  a  session  at  Washington  in  which  there  were  three 
applications  for  this  site  considered,  ours  of  course  was  one  of  them, 
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and  I  don't  know  that  I  can  call  the  names  of  the  other  two ;  I  think 
one  was  the  Mission  Eange  Co.  and  the  other  was  the  Northern 
Power  &  Electric  Co.,  as  far  as  I  know  it  was  some  Portland  concern. 
However,  this  was  an  official  record  and  may  be  read  in  the  record 
of  proceedings  before  the  Federal  Power  Commission.  Of  the  three 
applications  that  of  the  Mission  Power  Co.  was  rejected.  The 
executive  secretary  made  a  statement  in  connection  with  the  applica- 
tion of  the  Rocky  Mountain  Power  Co.  and  there  was  some  discussion 
had  before  the  board  and  the  application  of  the  Rocky  Mountain 
Power  Co.  was  suspended  or  held  in  abeyance  and  there  was  nothing 
further  done.  The  Rocky  Mountain  Power  Co.  said  they  were  not 
in  position  to  build  it  at  that  time,  and  there  was  nothing  further 
done  until  Mr.  Cramton  and  a  committee  of  Congressmen  came 
here  in  1925.  I  did  not  know  anything  about  them  being  here  at 
the  time  nor  did  we  know  about  the  probability  of  a  power  plant 
being  built  here  until  several  months  afterward,  in  the  early  months 
of  1926  I  believe  when  Senators  Walsh  and  Wheeler,  as  far  as  I 
know,  brought  this  question  up  when  the  bill  was  pending  before 
the  Senate  for  the  purpose  of  an  appropriation  to  build  this  small 
plant  to  which  they  objected.  Personally  I  knew  nothing  about 
the  matter  until  the  1st  of  March  when  I  went  to  Washington,  not 
that  the  Rocky  Mountain  Power  Co.  were  in  a  position  to  build 
the  power  site  but  simply  because  we  thought  it  was  unwise  to 
build  this  small  plant  on  so  valuable  at  site  as  this  was. 

Senator  Wheeler.  Did  you  figure  that  it  was  feasible  to  pump 
water  in  the  manner  that  they  had  planned  to  pump  it  with  this 
small  project? 

Answer.  No,  I  did  not.  I  first  went  to  Doctor  Work,  Secretary 
of  the  Interior,  and  told  him  my  story;  that  we  had  been  interested 
in  the  power  site  as  individuals  or  citizens  of  Montana  and  that 
we  thought  that  such  a  small  development  was  unwise  and  would 
spoil  a  much  larger  development  which  the  site  was  capable  of 
carrying,  and  the  old  gentleman  listened  to  me  until  I  got  through 
and  then  he  said — "Mr.  Kerr,  I  am  sorry,  but  I  think  you  came 
in  on  a  freight,"  which  meant,  of  course,  that  I  was  too  late.  I 
then  made  them  the  proposition  that  the  Rocky  Mountain  Power 
Co.  would  furnish  them  the  amount  of  powder  they  proposed  to 
develop  on  this  site  for  less  than  half,  or  I  made  the  bid  as  one-half 
of  the  figures  shown  as  their  cost  of  production  at  the  proposed 
Government  plant.  I  do  not  recall  the  exact  figures  on  that  so  that 
I  can  tell  them  exactly  but  I  believe  that  is  a"  matter  of  record. 
My  impression  is,  however,  that  it  was  something  like  II/2  cents  per 
kilowatt-hour  and  we  proposed  to  do  it  for  six-tenths  or  something 
like  that,  the  report,  however,  is  published  and  you  can  verify  that. 
Anyway  there  was  nothing  done  about  it  and  in  the  Spring  of  192(5 1 
left  Washington  and  came  back  to  Montana.  We  talked  it  oyer 
and  saw  different  people  about  it  and  it  was  the  subject  of  discussion 
during  the  summer,  and  the  next  fall  about  the  time  that  Congress 
went  into  session  I  went  back  to  Washington  so  that  we  could,  if 
possible,  prevent  the  building  of  this  small  plant.  I  was  not  in  a 
position  however  to  say  that  the  Rocky  Mountain  Power  Co.  would, 
build  a  plant  because  we  did  not  have  a  consumer  outlet  large  enough 
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to  make  it  profitable  and  I  offered  to  substitute  our  plant  for  theirs 
until  such  time  as  we  ourselves  could  build  on  the  project.  As  I 
recall  it  it  was  just  before  or  after  the  holidays  when  I  first  met 
Mr.  Grorud,  though  we  have  lived  in  Montana  together  a  number 
of  years  I  never  knew  him  until  I  met  him  in  Washington. 

He  was  there  as  far  as  I  know  representing  the  interests  of  the 
Indians  on  the  supposition  that  this  proposition  for  the  building 
of  such  a  small  plant  had  virtually  disposed  or  dispossessed  the 
Indians   of  their  rights. 

Question.  He  was  in  favor  of  the  repeal  of  this  appropriation 
bill  appropriating  $325,000  for  the  construction  of  the  plant  be- 
cause there  was  no  provision  in  it  to  pay  the  Indians  anything  for 
the  power  site? 

Answer.  Mr.  Grorud  and  I  were  on  common  ground  and  had  the 
same  idea  so  far  as  that  was  concerned  and  we  went  along  together 
for  a  while,  but  some  time  after  that,  around  the  1st  of  February, 
1927,  I  believe 

Mr.  ScATTERGOOD.  You  spoke  of  going  to  Washington  in  1927? 

Mr.  Kerr.  No  ;  it  was  in  the  fall  of  1926.  In  January,  1927  the 
Anaconda  Co.  made  a  proposition  to  the  Montana  Power  Co.  that 
if  the  Montana  Power  Co.  could  secure  sufficient  power  to  operate 
a  large  zinc  plant  they  would  build  a  smelter  at  Anaconda,  and 
immediately  when  we  had  their  proposition  were  in  position 
to  say  to  the  Government  that  we  were  in  position  to  build  the 
power  site  could  we  secure  it.  I  went  to  all  the  parties  who  had 
any  authority  in  the  matter  and  it  was  perfectly  plain  that  this 
proposition  of  building  a  small  plant  so  far  as  the  granting  of  a 
license  by  the  Federal  Power  Commission  was  concerned  was  out 
of  the  running,  and  all  of  the  lawj^ers  agreed  that  it  was  necessary 
to  have  amended  legislation  in  order  to  return  this  site  to  the 
Government  where  it  could  be  leased,  and  the  thing  was  discussed 
with  the  Indian  Department,  who  were  the  sponsors  of  the  irriga- 
tion project,  and  that  they  were  to  have  the  benefit  of  this  small 
l^lant  by  the   larger  development. 

I  went  to  the  Bureau  as  I  remember  it  on  the  27th  day  of  January 
and  I  put  this  up  to  the  commissioner  and  asked  him  if  he  could  not 
do  something  about  it,  and  he  told  me  that  Mr.  Cramton  of  the 
congressional  committee  was  the  interested  party,  so  Mr.  Cramton 
was  interviewed  in  connection  with  it,  and  expressed  a  willingness 
to  discuss  it,  and  the  Indian  Department  brought  us  together  for 
a  conference.  As  I  remember  it  Mr.  Keed,  who  was  then  Chief 
Engineer;  Mr.  Fleckner,  attorney  for  the  Indian  Bureau;  Mr. 
Hanna,  irrigation  engineer  for  the  Indian  Bureau  with  office  at 
Billings ;  Mr.  John  Truesdale,  whom  I  had  previously  met  and  who 
was  also  connected  with  the  Indian  Bureau  and  had  an  office  in  San 
Francisco.  I  w^as  accompanied  by  Mj\  Cochrane  our  chief  engi- 
neer of  the  power  company.  This  body  met  at  11  and  1  each  day  and 
discussed  the  matter  for  a  week  or  10  days,  and  finally  the  dis- 
cussion was  consummated  by  a  memorandum  to  the  Commissioner 
of  Indian  Affairs  dated  February  17,  1927,  in  which  certain  propo- 
sitions in  connection  with  the  procedure  became  remedied.  This 
situation  here  from  a  reading  of  the  papers  would  indicate  that 
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I  am  responsible  for  the  manner  in  which  the  proceeds  were  to 
be  disposed  of,  and  that  is  not  true. 

Question.  I  am  sure  that  so  far  as  you  are  concerned  there  is  no 
criticism  of  you,  as  far  as  you  signing  that  statement  I  am  familiar 
with  the  statement,  and  I  know  that  the  disposal  of  the  proceeds 
was  made  by  the  department  at  Washington  and  not  you. 

Answer.  We  were  not  so  much  interested  in  wdio  got  the  money 
or  how  is  was  to  be  distributed  as  we  were  in  the  distribution  of 
power.  I  assumed  that  they  would  take  care  of  the  distribution 
of  the  money.  That  conference  resulted  in  a  bill  being  drafted 
which  was  incorporated  in  the  emergency  appropriation  bill  at 
the  end  of  the  session;  that  bill  provided  something  different  than 
the  present  one,  and  it  passed  the  house  but  was  struck  out  by  the 
senate  committee,  and  the  whole  appropriation  bill  fell  through 
in  the  filibuster  that  everybody  knows  about. 

That  bill  as  I  recall  it,  although  I  am  not  sure  about  it,  provided 
how  the  money  was  to  be  distributed  by  the  Secretary  of  the  In- 
terior. Anyway  the  situation  was  this:  I  said  to  the  people  I  was 
dealing  with  that  it  was  absolutely  necessary  for  the  power  company 
to  build  further  power  to  carry  on  its  business  and  I  did  not  see 
how  it  was  possible  for  us  to  go  beyond  July  1,  1927,  whether  or  not 
we  were  likely  to  get  a  permit.  So  when  this  bill  was  lost  in  the 
filibuster  I  felt  that  we  were  all  through,  and  I  went  around  to  call 
on  some  of  the  people  that  had  been  friendly  and  who  had  assisted 
me  in  the  matter  to  say  "  Good-bye,"  and  when  I  got  to  the  Interior 
Department  they  said  to  me:  "Don't  go  away,  what's  the  matter 
with  you,  this  thing  is  all  right,"  that  there  was  some  way  to  save  it 
and  that  the  proposition  was  all  right  and  so  forth,  and  I  told  them 
that  we  could  not  wait  any  longer  for  a  permit  as  we  could  not  drill 
on  this  site  until  after  the  next  flood,  which  is  August,  which  will 
take  it  up  to  October  or  later  and  Congress  will  not  be  in  session 
again  until  December;  and  finally  Doctor  Work  assembled  in  his 
office,  Mr.  Burke,  Mr.  Meritt,  Mr.  Reed,  Mr.  Flickinger,  Joe  Ed- 
wards, Mr.  Miller,  and  I  think  some  one  else — I  don't  know  all  of 
the  members  in  the  Interior  Department — and  we  talked  this  thing 
over,  and  they  said  you  had  not  ought  to  go  out  on  this  now,  wait 
until  next  fall.  In  the  meantime  it  was  agreed  by  conference  in 
order  to  expedite  the  development  of  this  site  that  the  Rocky  Moun- 
tain Power  Co.  would  be  granted  some  sort  of  a  license  and  that 
they  would  be  allowed  to  go  in  on  the  property  and  drill  to  see  if 
there  was  any  bottom  or  not;  so  I  went  away  from  there  with  the 
expectation  that  it  would  happen.  So  I  w^ent  in  and  after  I  came 
in,  in  July,  I  learned  that  there  was  some  dissatisfaction  over  our 
having  a  permit,  and  Senator  Frazier  got  a  telegram  about  the  mat- 
ter and  Doctor  Work  came  here  in  September,  1927.  I  saw  him  in 
Helena  and  we  talked  the  n^atter  over  and  he  said  "  I  think  it  can 
be  fixed  up,"  and  he  went  home,  and  I  never  heard  anything  about  it. 
I  began  to  worry  about  the  delay,  so  on  the  3rd  of  September  I  called 
on  Mr.  Dupuis. 

I  came  to  Poison  and  inquired  of  Mr.  Harbert,  the  mayor,  to 
find  out  where  Mr.  Dupuis  lived,  and  he  drove  me  out  in  the 
country  east  of  town  and  I  met  Mr.  Dupuis  and  some  other  gentle- 
men along  the  road  near  his  home.    I  told  Mr.  Dupuis  my  story, 
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and  he  was  very  kind  to  me  and  very  friendly  and  cordial  about 
the  matter,  but  my  object  in  visiting  him  was  for  the  purpose  of 
having  arrangements  made  to  meet  with  the  tribal  council,  and  he 
seemed  quite  agreeable  to  that  but  wound  up  his  conversation  by 
saying  that  it  would  be  necessary  for  him  to  confer  with  some  of 
his  associates  on  the  council,  which  I  figured  was  a  perfectly  natural 
thing  for  the  Indians  to  do.  He  said  that  he  would  write  me  within 
a  day  or  two  about  the  matter,  and  within  a  week  I  heard  from  him. 
I  don't  remember  the  language  of  that  letter,  but  the  substance  of  it 
was  that  it  would  not  be  worth  while  to  meet  with  the  tribal  council 
and  suggested  that  I  meet  the  attorney  for  the  Indian  council  in 
Washington.  That  did  not  strike  me'  as  the  proper  thing  to  do 
because  of  the  fact  that  I  had  on  different  occasions  discussed  mat- 
ters with  Mr.  Grorud  and  he  very  clearly  indicated  to  me  that  he 
was  not  friendly  and  did  not  hesitate  to  tell  me  that  the  Eocky  Moun- 
tain Power  Co.  was  not  likely  to  get  a  permit  and  that  he  would 
do  everything  possible  to  prevent  it;  so  I  was  not  impressed  with 
the  idea  of  going  to  Washington  and  discussing  it  with  Mr.  Grorud. 
The  same  day  I  got  Mr..  Dupuis's  letter  I  telegraphed  Doctor  Work 
that  I  was  anxious  to  know  how  matters  stood,  and  I  received  a  tele- 
gram from  him  saying  that  things  were  unsettled  and  that  there 
was  some  objection  to  the  drilling  and  so  forth.  The  very  afternoon 
I  received  that  telegram  a  long  distance  call  from  Hamilton  came 
in  and  I  found  a  man  by  the  name  of  Sid  Ward  on  the  wire.  I  never 
heard  of  Sid  Ward,  never  met  him,  never  knew  anything  about  him, 
but  he  told  me  that  he  was  acting  for  a  body  of  Indians  who  were 
camped  at  his  place  picking  straw^berries  and  so  forth,  and  that  the 
chiefs  vrere  with  them  and  that  they  were  interested  in  the  power 
site  matter  and  had  never  heard  anything  about  it  from  the  tribal 
council. 

He  wanted  me  to  come  over  there  and  talk  to  them,  and  I  am  frank 
to  say  that  I  was  very  suspicious  about  the  whole  deal  and  took  some 
four  or  five  days  to  inquire  who  Sid  Ward  was ;  whether  there  were 
any  Indians  over  there;  and  whether  they  represented  the  tribe  in 
any  way.  It  was  not  until  I  had  thoroughly  inquired  into  it  that  I 
decided  to  make  the  trip,  so  I  drove  to  Hamilton  on  the  22 d  of 
September  and  found  a  good  number  of  Indians  there.  I  met  Mr. 
Ward  at  his  home  and  I  was  asked  to  explain  what  kind  of  a  propo- 
sition I  had,  so  I  explained  our  proposition  and  we  talked  the  matter 
over  that  afternoon  and  the  conference  adjourned  that  evening. 
Nothing  was  completed.  We  went  into  conference  again  the  next 
morning  and  Frank  Cone  had  come  up  to  Sid  Ward's  place,  and  upon 
inquiry  I  learned  that  both  Mr.  Ward  and  Mr.  Cone  were  married 
to  women  who  were  the  children  of  a  former  agent  on  the  reservation 
and  that  they  were  friendly  and  well  acquainted  with  these  Indians. 
There  were  about  50  Indians  attended  the  conference. 

Senator  Frazier.  Well,  on  the  morning  of  the  23rd  they  finally 
drew  up  the  agreement  in  which  the  Indians  there  sent  a  petition  to 
the  Commissioner  of  Indian  Affairs  asking  that  the  Kocky  Mountain 
Power  Co.  be  permitted  to  drill  on  the  site  ? 

Mr.  Kerr.  I  am  frank  to  say  that  when  I  had  that  document  I 
very  much  doubted  whether  it  was  of  any  value,  so  much  so  that  I 
called  up  Mr.  Coe  and  asked  him  if  I  could  see  him  that  afternoon 
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and  he  said  I  could,  so  I  drove  over  to  Dixon  and  met  Mr.  Coe  for 
the  first  time.  I  went  into  his  office  and  laid  this  document  down  on 
his  desk  and  asked  him  whether  or  not  it  was  of  any  value  and  after 
he  had  picked  it  up  and  read  it  and  he  said :  "  I  think  that  is  rather 
important  and  I  will  take  it  under  consideration  and  probably  send 
it  to  Washington."  Apparently  he  later  forwarded  it  to  Wash- 
ington, because  it  was  only  a  very  short  time  before  I  had  telegraph 
authority  from  the  Commissioner  of  Indian  Affairs  to  proceed  with 
the  drilling  on  the  power  site.  A  strange  coincidence  was  that 
Senator  Wheeler  met  with  the  tribal  council  on  the  27th  and  passed 
a  similar  resolution,  and  I  think  at  that  meeting  it  developed  that  a 
previous  meeting  had  been  held. 

Senator  Wheeler.  They  held  this  previous  meeting  and,  as  I  recall 
it,  some  of  the  Indians  here  at  the  present  time  were  present  and  they 
asked  me  whether  or  not  you  should  be  given  a  permit  to  drill  out 
here  and  whether  they  would  be  binding  themselves  in  any  way, 
shape,  or  form,  and  I  recall  that  I  told  them  to  go  ahead  and  permit 
you  to  drill  providing  it  would  not  bind  the  tribal  council  in  any  way 
and  they  passed  such  resolution  and  it  came  to  us  within  four  or  five 
days.  However,  a  strange  thing  happened  in  connection  with  that, 
there  was  a  copy  of  that  resolution  forwarded  to  Washington,  that 
was  passed,  as  I  recall  it,  on  the  2Yth  day  of  September,  1927.  I  was 
in  Washington  on  the  11th  of  November  and  they  were  unable  to  find 
their  copy  in  their  files  and  I  brought  this  to  the  attention  of  Com- 
missioner Burke  and  he  never  heard  of  it  before  and  he  started  to 
search  for  it  and  some  time  later  this  resolution  was  discovered  at- 
tached to  a  letter  in  the  Secretary  of  Interior's  office.  Where  it  had 
been  for  more  than  a  month  and  a  half  nobody  knew. 

Mr.  E^ERR.  We  went  back  to  drilling  again  and  in  the  fall  of  1927 
another  bill  was  drafted  and  that  bill  was  finally  passed  and  signed 
by  the  President  on  March  7,  1928.  That  repeals  the  provision  with 
reference  to  the  building. 

Senator  Wheeler.  No;  you  are  mistaken  about  that.  I  modified 
it.     As  the  law  now  reads  it  is : 

That  the  Department  of  the  Interior  may  build  or  may  lease  at  the  discretion 
of  the  Secretary  and  that  the  funds  go  to  the  Indians,  and  so  forth     ♦     *     *. 

Mr.  Kerr.  The  bill  was  passed  anyway.  I  had  a  good  many  con- 
tacts with  Mr.  Grorud  from  time  to  time  and  he  told  me  in  no  un- 
certain terms  that  it  was  not  likely  that  we  would  get  this  site,  so 
that  explains  why  the  attitude  seems  to  prevail  around  this  reserva- 
tion that  I  had  some  objection  to  Mr.  Grorud.  Now,  I  have  not  any 
feeling  against  Mr.  Grorud — we  simply  don't  hitch  and  we  can  not 
get  along  together.  That  is  too  bad.  That  don't  hurt  him  in  my  idea 
or  me  either. 

However,  I  think  it  rather  strange  that  I  have  never  had  an  oppor- 
tunity to  meet  the  members  of  the  tribal  council.  I  had  an  invita- 
tion to  meet  with  them  in  November,  1928,  I  think  on  the  14th  of 
November,  and  12  hours  before  the  conference  was  to  be  held  Mr. 
Dupuis  called  me  up  and  told  me  it  was  postponed  and  that  I  could 
not  meet  the  council.  I  went  to  Washington  some  time  after  that 
and  I  met  Mr.  Grorud  and  told  him  about  it  and  he  said : 
Yes,  I  know  about  that,  I  canceled  that  meeting  because  I  could  not  attend. 
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Senator  Wheeler.  Some  of  the  Indians  complained  to  me  that 
you  did  not  take  it  up  with  the  tribal  council? 

Mr.  Kerr.  I  never  had  a  chance.  We  would  have  been  glad  to 
take  it  up  with  the  tribal  council  and  were  ready  to  do  it  at  anj^ 
time — we  were  always  willing  to  take  it  up  with  "them.  Now  since 
that  bill  was  passed  the  Rocky  Mountain  Power  Co.  has  renewed  its 
application  for  license  and  it  is  now  in  the  hands  of  the  Federal 
Power  Commission.  We  have  no  complaint  to  make  about  them. 
They  have  proceeded  in  as  earnest  a  manner  as  they  could. 

Senator  Wheeler.  Have  you  made  an  investigation  with  referenc-e 
to  the  lake  levels? 

Mr.  Kerr.  The  lake  level  calls  for  surveys  and  it  cost  the  Rocky 
Mountain  Power  Co.  a  lot  of  money — at  least  $28,000  for  that  alone. 
The  Federal  Power  Commission  authorized  the  Geological  Survey 
to  make  that  survey  and  we  paid  the  bill.  Now  the  situation  is  this : 
The  Federal  Power  Commission  had  the  Army  engineers  make  their 
report  and  it  was  filed  on  June  7  of  this  jesLV.  Later  Mr.  Edgerton, 
the  chief  engineer,  was  here  and  visited  the  site  and  returned  to 
Washington  to  consider  the  matter.  I  neglected  to  say,  as  I  intended 
to,  that  after  the  conference  at  Sid  Ward's  ranch  and  this  petition 
was  sent  to  the  Commissioner  of  Indian  Affairs,  I  was  invited  to 
contribute  to  a  powwow  that  was  going  to  be  held  up  near  Bitter 
Root  somewhere  and  Sid  Ward  and  Frank  Cone  commenced  to  kid 
me  a  little  about  being  a  good  sport  or  something  like  that,  and  the 
upshot  of  it  was  that  they  took  all  my  money,  which  was  a  $100  bill 
and  two  $20  bills,  and  the  reason  they  did  not  get  more  was  because 
I  did  not  have  any  more.  That  will  explain  the  $100  bill  that  was 
mentioned  in  the  evidence  taken  here  yesterday. 

Senator  Wheeler.  Did  j^our  company  ever  employ  Sid  Ward? 

Mr.  Kerr.  No,  sir. 

Senator  Wheeler.  You  never  employed  him  for  the  purpose  of 
getting  the  Indians  together  for  this  meeting  you  mention  ? 

Mr.  KIerr.  No,  sir.  As  I  said  before  I  had  never  seen  or  heard  of 
Sid  Ward.  I  never  heard  his  name  until  he  called  me  on  the  tele- 
phone saying  the  Indians  were  there. 

Senator  Wheeler.  I  wish  you  would  explain  to  the  committee  just 
what  your  bid  was? 

Mr.  Kerr.  The  position  of  a  bidder  in  Washington  was  like  this : 
The  applicant  always  has  an  idea  of  what  he  can  afford  to  pay. 
This  is  a  peculiar  situation.  The  white  farmers  were  in  actual 
possession  of  the  site  and  they  had  an  appropriation  from  Congress 
to  build  a  plant.  To  be  sure  it  was  a  small  plant  and  it  was  necessary 
that  I  get  them  to  rescind  this  order  or  override  it  in  Congress  and 
nobody  seemed  to  be  of  the  opinion  that  it  could  be  overridden,  and 
consequently  I  found  myself  dealing  with  both  sides,  the  Indian 
Department  looking  after  the  Indians,  and  the  white  settlers.  I 
neglected  to  state  that  Ben  Johnson  represented  the  white  users  of 
this  district  at  the  192T  conference.  He  was  from  around  Bodie; 
I  don't  know  where  that  is.  He  was  one  of  the  commissioners  sent 
down  to  represent  them,  and  the  white  settlers  were  insisting  that  in 
the  event  this  power  project  was  abandoned  that  they  should  get 
something  in  lieu  of  it,  and  I  think  they  were  rather  insistent — I 
am  talking  as  a  citizen  of  Montana  now  and  not  as  manager  of  the 
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Power  Co. — and  they  thought  and  already  had  planned  that  they 
should  have  the  equivalent  of  what  they  already  had. 

Senator  Pine.  Did  the  Indians  have  any  representatives  there  at 
the  time? 

Mr.  Kerr.  They  did  not. 

Senator  Wheeler.  The  Commissioner  of  Indian  Affairs  was  sup- 
posed to  represent  them? 

Mr.  Kerr.  I  will  say  from  my  observation  around  the  Indian  De- 
partment I  saw  a  good  many  people  fighting  for  the  Indians  and  in 
trying  to  prevent  any  agreement  in  which  I  was  interested  in.  Now, 
the  proposition  I  want  to  put  before  this  committee  is  this :  We  want 
the  power  site  and  we  hate  to  go  to  Great  Falls  to  build  a  $5,000,000 
plant.  It  will  take  three  years,  in  the  engineers'  judgment,  to  build 
this  plant.  Mr.  Dupuis,  or  some  of  these  people,  made  the  statement 
that  the  Newell  tunnel  was  not  necessary  or  useful  to  the  new  de- 
velopment. I  was  surprised  to  hear  that  because  if  it  can  be 
done  it  will  save  a  great  deal  of  money,  but  the  Rocky  Mountain 
Power  Co.  spent  a  lot  of  money  in  preliminary  work  and  we  have 
the  best  of  talent  in  the  engineering  line  and  they  all  tell  us  we  will 
have  to  use  that  pass  and  that  the  water  can  only  be  passed  for  eight 
months,  as  you  have  to  take  into  consideration  one  flood  or  maybe 
two. 

Senator  Frazier.  Will  that  tunnel  carry  all  of  the  water  ? 

Mr.  Kerr.  It  will  carry  it  for  about  seven  months  in  a  normal 
year.  Now,  so  far  as  the  Rocky  Mountain  Power  Co.  is  concerned, 
and  I  am  sure  the  board  of  directors  will  back  me  up  in  this,  if  this 
permit  is  not  issued  in  the  near  future  it  will  be  impossible  to  build 
the  tunnel,  build  the  railroad,  and  turn  the  water  on  without  de- 
laying the  matter  about  a  year.  If  it  is  more  than  60  or  TO  days  it 
will  be  impossible  to  do  that  as  it  will  have  to  go  a  whole  year  before 
you  can  get  into  the  river,  and  so  far  as  we  are  concerned  I  don't  see 
any  possible  chance  of  us  waiting  a  whole  year.  We  would  like  to 
build  on  this  site,  and  I  venture  to  stay  that  there  are  very  few  peo- 
ple in  this  room  right  now  who  appreciate  the  fact  that  the  value  of 
water-power  sites  is  depreciating  very  fast,  and  I  am  very  frank  to 
predict  that  there  will  be  very  few  water-power  sites  built  in  a  very 
short  time — that  is  on  account  of  the  advancement  that  has  been 
made  in  the  production  of  power  by  steam. 

Water  power  is  where  you  locate  them  and  steam  can  produce 
power  where  it  is  needed  and  it  can  be  produced  at  a  cost  of  pro- 
duction lower  than  water  power  under  any  but  the  most  favorable 
conditions.  Within  the  last  two  weeks  there  has  been  organized  a 
$40,000,000  company  in  Chicago  whose  purpose  it  is  to  build  a 
100,000  kilowatte  steam  plant  to  ]:)roduce  power  from  low-tempera- 
ture coal.  A  100,000  kilowatt  plant  will  develop  45,000,000  horse- 
power; and  to  give  you  some  idea  of  what  that  means  it  will  exceed 
that  of  all  the  water  plants  in  the  United  States,  including  Niagara. 

Mr.  Sgattergood.  How  many  tons  of  coal  will  that  use? 

Mr.  Kerr.  I  can't  answer  that;  less  than  a  pound  I  believe. 

Mr.  Sgattergood.  What  does  a  modern  steam  plant  cost  per  horse- 
power for  developing  where  coal  is  used? 

Mr.  Kerr.  I  think  around  $125.  I  might  say  Mr.  Scattergood  that 
I  have  always  been  in  the  electrical  business,  I  have  had  very  little 
experience  outside  of  that,  and  it  is  very  marvelous  what  they  are 
doing.    I  think  very  few  people  realize  what  we  have  here  in  Mon- 
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tana  and  North  Dakota — we  have  millions  of  tons  of  bituminous 
coal  that  is  going  to  produce  immense  wealth  and  as  the  develop- 
ment of  that  increases  it  is  going  to  beat  water  power  to  death.  I 
am  not  making  a  guess  at  it ;  I  know  what  I  am  talking  about. 

Senator  Wheeler.  The  contention  on  the  part  of  the  Indians  is 
that  if  you  did  not  pay  the  Government  $100,000  for  the  Newell 
Tunnel  jou  would  be  in  a  position  to  pay  the  Indians  more  for  the 
power  site? 

Mr.  Kerr.  I  think  possibly  the  Newell  Tunnel  is  worth  more  than 
$100,000.  I  hate  to  say  that  because  they  might  want  to  charge  us 
more.  We  have  to  bore  a  hole  through  the  hillside  and  we  have 
not  been  able  to  find  engineers  who  think  they  can  do  it  any  other 
way  and  if  we  did  not  have  the  Newell  Tunnel  we  would  have  to 
make  one  through.  I  want  to  say  something  about  the  Montana 
Power  Co.  We  have  a  few  friends  in  the  State  of  Montana.  Any- 
way we  sold  $10,000,000  worth  of  stock  to  10,000  people,  approxi- 
mately, and  it  is  a  compliment  we  believe  to  the  stability  and  stand- 
ing of  the  company  in  the  community  when  we  say  that  $5c?0,000 
of  that  stock  was  sold  before  we  ever  asked  anyone  to  buy  it;  in 
fact  when  it  was  known  that  the  stock  was  to  be  issued  they  came 
forward  and  bought  it.  The  Montana  Power  Co.  have  the  lowest 
cost  development  in  the  United  States  to-day.  I  don't  care  who  they 
are,  on  equal  terms  we  have  them  beat.  We  have  a  territory  con- 
taining approximately  331,000  people  and  they  get  100  kilowatt 
hours  for  $3.50;  nowhere  except  in  the  city  of  Seattle  that  I  am 
aware  of  do  they  get  a  better  rate:  there  they  pay  $3.80,  pay  no 
taxes,  and  their  operating  loss  is  13  per  cent,  and  figuring  the 
Seattle  rate  and  our  rate  it  is  exactly  the  same.  There  has  been 
a  lot  of  propaganda  about  the  hydroelectric  commission  of  On- 
tario; they  develop  a  very  cheap  power.  How  much  do  they  get 
for  their  power  and  how  much  do  the  Montana  Power  Co.  get  for 
theirs?  Last  year  according  to  the  Ontario  report  they  got  12 
mills  for  their  power,  their  gross  output.  We  got  7.2  mills  in 
Montana. 

Mr.  SoATTERGOOD.  How  much  do  vou  estimate  the  dam  will  cost? 

Mr.  E:err.  $7,500,000;  something  like  that;  and  $2,000,000  to  take 
the  power  away. 

Mr.  ScATTERGOOD.  You  would  have  some  damages  to  pay  of  course 
for  property  flooded ;  what  did  you  figure  for  that  ? 

Mr.  Kerr.  We  have  allowed  $500,000;  that  is  the  estimate  and 
includes  the  approximate  damage  to  property. 

Mr.  Scattergood.  How  much  power  will  you  develop? 

Mr.  Kerr.  Machinery  will  be  put  in  for  135,000  kilowatts.  The 
actual  power  is  figured  by  the  Central  Power  Commission ;  formerly 
I  think  it  was  between  70,000  and  80,000  kilowatts ;  I  can't  remember 
the  exact  figures. 

Mr.  Scattergood.  And  you  offered  to  pay  how  much  for  the  horse- 
power, so  we  will  get  it  in  the  record  ? 

Mr.  Kerr.  We  are  offering  to  pay  $1  cash  per  year  per  horse- 
power-year for  the  average  power  developed  during  the  year  and 
will  be  raising  the  figure  until  it  reaches  the  ultimate. 

Mr.  Scattergood.  How  much  do  you  figure  that  will  bring  to  the 
Indians  per  year? 

26465— 30— PT 10 5 


3328      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Mr.  Kerr.  Assuming  the  power  is  sold  out — no  one  can  tell 
whether  that  wdll  be  three  years  or  five  years — and  we  get  it  that 
figure  it  ought  to  be  $100,000  a  year. 

Mr,  ScATTERGOOD.  How  much  would  you  consume? 

Mr.  Kerr.  The  initial  unit  will  be  2  units,  130 — half  of  that  would 
be  65  kilowatts.  I  think  under  the  law  we  have  to  start  paying 
the  minimum  although  I  have  not  had  that  law  interpreted  by  the 
Federal  Power  Commission.  If  my  memory  serves  me  right  the 
Federal  Power  Commission  has  never  passed  on  that  and  they  may 
set  it  at  $1.50.  You  understand  this  is  all  conversation  this  basis 
so  far. 

Mr.  ScATTERGOOD.  When  you  spoke  about  the  low  cost  of  the  Mon- 
tana Power  Co.  under  your  water  power  what  does  it  cost  ? 

Mr.  Kerr.  I  would  say  that  it  was  less  than  $1.  That  is  based, 
how^ever,  on  pre-war  cost.     It  is  not  present  work. 

Senator  Wheeler.  Now,  the  complaint  has  been  made  by  some 
of  the  Indians  here  that  if  you  did  not  have  to  furnish  power  to 
the  reclamation  project,  as  your  proposition  provides,  that  the 
Montana  Power  Co.  would  be  in  position  or  could  afford  to  pay 
more  than  they  otherwise  could  to  the  Indians? 

Mr.  Kerr.  That  is  simply  a  matter  of  figures;  it  is  true. 

Senator  Wheeler.  And  so  far  as  the  Indians  are  concerned  that  is 
the  Avhole  controversy  ? 

Mr.  KJERR.  Yes;  and  so  far  as  the  whites  are  concerned.  I  am  the 
poor  devil  trying  to  buy  something  and  two  fellows  got  it  for  sale. 

Senator  Wheeler.  How  does  the  cost  of  power  production  at  this 
site  compare  with  Great  Falls? 

Mr.  Kerr.  As  a  matter  of  fact,  we  can  build  a  plant  nearly  as 
large  on  the  Missouri  River  at  Canyon  Ferry,  where  we  now  have  a 
small  development  of  power  for  one-tenth  mill  less  than  Ave  can  here, 
which  is  the  next  thing  that  ought  to  be  built,  whether  the  property 
of  the  Government,  State,  or  municipal,  then  this  is  the  next  logical 
development  to  supply  power  to  the  State  of  Montana,  and  so  far  as 
the  State  of  Montana  is  concerned  I  can  better  afford  to  build  a 
plant  at  Canyon  Ferry  than  here.  The  cost  of  power  developed  at 
this  site  is  3.9  mills.  The  Missouri  River  site  is  in  the  midst  of  our 
transmission  system;  that  would  be  a  very  small  transmission  sys- 
tem as  compared  with  here,  and  we  could  generate  power  there  for 
2.7  mills  as  against  2.9  mills  here. 

Mr.  ScATiERGOOD.  That  is  because  of  a  lower  investment  cost  ? 

Mr.  Kerr.  No;  you  are  not  familiar  with  the  State  of  Montana. 
We  have  nine  plants  along  the  Missouri  River;  there  is  a  plant  in 
Yellowstone  Park,  three  near  Helena,  and  four  plants  at  Great  Falls 
on  the  Missouri.  Now  this  Canyon  Ferry  development  is  a  very 
large  development.  The  reservoir  will  be  one-fourth  as  large  as 
Flathead  Lake  and  the  water  from  that  reservoir  may  be  used  over 
seven  wheels  and  the  storage  is  also  equivalent  to  here.  Of  course, 
you  understand  that  the  development  of  these  power  sites  is  entirely 
dependent  upon  whether  we  have  a  market. 

Mr.  ScATTERGOOD.  But  supposing  you  have  a  market,  is  not  the 
Flathad  site  a  better  one  to  develop  than  the  one  at  Canyon  Ferry? 

Mr.  Kerr.  No  ;  it  is  not ;  we  have  more  transmission.  There  has 
been  a  lot  of  talk  about  railroad  electrification,  and  I  don't  think 
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anybody  in  the  western  country  has  paid  any  more  attention  to  that 
than  I  have.  I  have  been  trying  to  sell  that  idea  for  the  past  15 
years.  We  built  the  electrification  system  and  sell  the  power  to  them, 
and  I  am  over  60,  but  I  don't  expect  to  see  any  more  railroad  electri- 
fication in  this  country.  The  cost  of  electrification  and  operation 
is  so  high  with  this  railroad  that  with  the  trackage  they  have  and 
the  business  they  do  in  the  State  of  Montana  they  can  not  afford  it. 
Take  a  road  like  the  New  York  Central,  which  runs  through  a 
heavily  populated  district,  and  they  have  a  density  of  traffic.  That 
is  an  entirely  different  proposition,  as  they  have  thousands  of  tons 
of  power  and  could  use  it  economically  where  this  road  could  not 
afford  to  pa}^  for  it.    They  don't  get  the  business. 

Mr.  ScATTERGOOD.  Getting  the  business  is  going  to  be  up  to  you  ? 

Mr.  Kerr.  We  have  lived  here  50  years  to  get  550,000  people — 
that's  a  long  time.  I  have  heard  a  lot  of  talk  about  paper  produc- 
tion up  here,  and  I  have  searched  all  over  the  United  States,  and 
there  is  not  a  chance  of  getting  a  paper-pulp  mill  here.  Thp 
people  producing  paper  now  are  having  a  hard  time  getting  rid  of  it. 

Mr.  ScATTERGOOD.  How  loug  will  your  transmission  line  to  this 
project  be? 

Mr.  Kerr.  One  hundred  and  fifty  miles. 

Mr.  ScATTERGOOD.  And  what  voltage  will  you  carry  on  that  line? 

Mr.  Kerr.  One  hundred  and  thirty-tw^o  thousand.  There  seems 
to  be  a  general  opinion  among  people  that  the  transportation  of 
power  does  not  cost  anything.  The  Montana  Power  Co.  has  made 
a  study  of  that  for  years,  and  we  have  more  figures  as  to  the  cost 
of  transmission  than  anybody  else  in  the  w^orld,  and  we  know  that 
when  you  take  100,000  volts  100  miles  that  it  is  worth  15  cents  more 
at  the  other  end  of  line,  taking  into  consideration  the  loss  and  the 
fact  that  you  have  to  build  a  line  to  get  it. 

Mr.  ScATTERGOOD.  Why  don't  you  step  up  to  high  voltage  the  same 
as  other  companies? 

Mr.  Kerr.  The  transmission  developed  on  a  line  or  the  size  of  the 
line  is  figured  this  way:  Where  the  interest  or  first  cost  just  bal- 
ances the  value  of  the  loss  of  power.  That  is  a  plain  mathematical 
proposition  for  any  district.  In  other  words,  you  can  afford  to  lose 
so  much  power  to  save  so  much  power  at  a  certain  place.  There  is 
no  use  building  a  high- voltage  line  to  get  the  voltage  to  Anaconda ; 
it  would  not  be  worth  any  more  after  you  got  it  there. 

Mr.  ScATTERGOOD.  Docs  Dot  the  Susquehanna  JPower  Co.  have  high- 
voltage  lines? 

Mr.  Kerr.  The  Susquehanna  had  a  tremendously  expensive  right 
of  w^ay  to  acquire;  they  had  a  tremendous  load  to  carry;  and  they 
can  save  on  surcharge  where  the  interest  or  first  cost  just  balances 
the  loss  of  power — that  has  been  proven  over  and  over  again. 

Mr.  ScATTERGOOD.  I  should  think  it  would  here.  The  amount 
they  would  want  to  carry  would  depend  on  the  size  of  the  wires. 
Did  I  understand  you  to  say  that  the  estimate  of  the  cost  here  is 
about  $9,550,000  initial  installation? 

Mr.  Kerr.  Yes,  sir. 

Mr.  ScATTERGOOD.  To  dcvclop  about  120,000  horsepower,  roughly'? 

Mr.  Kerr.  Yes. 
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Mr.  ScATTERGOOD.  Supposiiig  it  was  $9,600,000,  that  would  make 
$80  per  horsepower ;  that  is  about  what  it  would  figure  ? 

Mr.  Kerr.  Yes. 

Mr.  ScATTERGOOD.  That  is  about  $20  more  advantageous  than  the 
average  run  of  sites  in  Montana? 

Mr.  Kerr.  Yes. 

Mr.  ScATTERGOOD.  Then  that  saving  of  $20  per  horsepower  would 
mean  that  you  would  be  $2,500,000  better  off  over  what  jon  would 
have  to  spend  to  develop  the  same  amount  of  horsepower  at  some 
other  place? 

Mr.  Kerr.  You  are  aw^ay  over  my  head,  Mr.  Scattergood. 

Mr.  ScATTERGOOD.  Twenty  times  120  horsepow^er? 

Mr.  Kerr.  That  is  an  engineering  problem. 

Mr.  ScATTERGOOD.  No ;  that's  simple  arithmetic? 

Mr.  Kerr.  I  don't  know  arithmetic. 

Mr.  ScATTERGOOD.  In  other  words,  this  cost  is  about  $2,500,000 
less  than  the  average  site? 

Mr.  Kerr.  I  am  a  felloAv  that  depends  upon  taking  the  average; 
I  can  get  that  I  know  from  general  experience.  If  we  can  sell  this 
power  for  what  we  can  get  for  it  there  is  just  about  a  difference  of 
two  million. 

Mr.  ScATTERGOOD.  You  mean  that  you  can  make  that  much  more  ? 

Mr.  Kerr.  We  can  get  tAvo  million  gross  annually — we  will  have 
nine  and  one-half  million  in  it.  We  have  offered  to  pay  5  per  cent 
of  the  gross  in  rental;  that  is  approximately  $100,000,  and  we  are 
offering  to  give  15  per  cent  of  our  gross  power. 

Mr.  Scattergood.  Will  your  net  cost  not  be  less  than  the  other 
plants  in  the  State? 

Mr.  Kerr.    No  ;  not  less. 

Mr.  Scattergood.  Could  you  cut  that  7.2  mills  as  a  fair  average 
for  this  plant  the  same  as  the  others  ? 

Mr.  Kerr.  That  7.2  mills  will  have  to  come  down.  You  under- 
stand we  have  to  sell  the  power  for  metallurgical  purposes,  and  we 
can  not  get  the  railroad  company,  we  know  that,  nor  we  can  not 
get  a  paper  mill.  It  may  be  that  some  fellow  will  come  along  with 
a  market  on  his  back.    It's  a  technical  proposition. 

Senator  Wheeler.  And  so  far  as  you  see  there  is  no  market  except 
the  smelter  at  Butte? 

Mr.  Kerr.  We  can  just  about  afford  to  carry  this,  and  that  is  all. 

Senator  Wheeler.  When  you  have  the  plant  complete  how  much 
power  will  you  be  able  to  take  care  of  ? 

Mr.  Kerr.  I  think  we  can  sell  some  to  the  Washington  Power  Co. 
We  might  sell  them  40  kilowatts  the  first  year. 

Senator  Wheeler.  Do  you  serve  all  the  way  to  the  Pacific  coast? 

Mr.  Kerr.  Yes. 

Mr.  Scattergood.  Then  you  are  already  hooked  up  to  your  trans- 
mission system. 

Mr.  Kerr.  There  is  capacity  this  way,  not  that  way. 

Mr.  ScAiTERGooD.  What  do  you  figure  will  be  your  average  kilo- 
watt-hour return  on  the  new  smelter? 

Mr.  Kerr.  We  expect  to  generate  600,000,000—1  think  that  is  the 
figure— and  it  cost  $2,000,000. 

Mr.  Scattergood.  Won't  it  run  closer  to  900,000,000? 
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Mr.  Kerr.  No;  there  is  not  the  water  here.  If  we  put  the  reser- 
voir above  28.93  we  could  do  that.  If  we  put  the  reservoir  up  at 
Hungry  Horse  we  could  do  it. 

Mr.  ScATTERGOOD.  You  are  really  counting  on  a  loss  there  then? 

Mr.  Kerr.  Less  than  the  present  charges;  you  are  taking  the 
average- 
Mr.  ScATTERGOOD.  AVcll,  dou't  you  think  it  is  a  very  pessimistic 
outlook  ? 

Mr.  Kerr.  No,  sir.  We  have  a  competitor  bidding  here,  it  makes 
no  difference  to  us.  I  don't  believe — it  may  sound  selfish  on  my 
part,  but  I  don't  see  where  he  can  sell  it  unless  he  brings  in  his 
market. 

Mr.  ScATTERGOOD.  Hc  could  bid  for  some  of  that  7^4  market? 

Mr.  Kerr.  Well,  he  can  always  deal  with  us. 

Mr.  ScATTERGOOD.  Unlcss  some  more  demand  of  some  kind  was 
developed  here  there  would  be  no  other  market? 

Mr.  Kerr.  There  is  no  other  market. 

Mr.  ScATTERGOOD.  So  you  think  that  if  the  other  bidder  was  ac- 
cepted tbat  he  would  have  to  come  to  you  for  his  market? 

Mr.  Kerr.  We  probably  would  not  be  very  anxious  to  deal  with 
him  after  we  were  out.  I  don't  see  how  an^^body  can  afford  to 
build  it  as  much  as  the  Montana  Power  Co.  We  have  a  reservoir 
on  the  east  sideband  one  on  the  west  side  and  there  is  a  difference  in 
time. 

Senator  Wheeler.  His  bid  is  higher  than  yours? 

Mr.  Kerr.  Yes;  in  cash  but  not  as  a  whole.  One  fellow  bids  $1 
per  horsepower  and  the  other  fellow  $1.50  per  kilowatt-hour  and  a 
lot  of  people  don't  know  the  difference.  I  might  say  that  not  only 
a  lot  of  people  but  a  lot  of  Senators  I  am  frank  to  say  do  not  know 
the  difference.  I  did  not  look  into  it  at  all  but  I  think  I  know  as 
much  about  it  as  about  95  of  the  Senators  in  the  Senate.  Of  course 
we  have  made  our  last  bid.  We  are  not  here  begging  to  raise  our 
bid. 

Mr.  ScATTERGOOD.  $1.50  per  kilowatt-hour;  that  is  the  same  as 
$1.12  per  horsepower? 

Mr.  Kerr.  Yes;  take  75  per  cent  of  the  horsepower,  that  is  about 
it.  I  might  further  say  that  under  this  agreement  the  Montana 
Powder  Co.  will  proceed  immediately,  when  a  permit  is  granted,  and 
pursue  the  work  as  diligently  as  we  can  until  it  is  built. 

Senator  Pixe.  Under  your  contract  you  assume  all  of  the  damages 
to  property  not  belonging  to  the  Government? 

Mr.  Kerr.  All  we  are  asking  of  the  Government  so  far  as  repara- 
tion rights  is  concerned  is  what  they  have.  We  want  the  stipulation 
that  the  Government  will  give  us  whatever  they  have,  there  is 
nothing  there  with  reference  to  any  private  person.  We  have  a  good 
many  people  owning  land  along  there  to  settle  with. 

Senator  Pixe.  The  Indian  is  anxious  to  develop  as  much  power 
as  possible? 

Mr.  Kerr.  He  is  not  any  more  anxious  than  we  are. 

Senator  Pixe.  Taking  this  level  at  28.93  what  will  be  the  effective 
head? 

Mr.  Kerr.  I  think  186  feet.  We  propose  to  build  the  dam  in 
such  a  manner  that  the  crest  of  the  dam  will  be  seven  feet  below 
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the  crest  of  the  lake  and  we  can  remove  the  flash  from  the  lake  and 
it  will  be  just  the  same  as  it  ever  was. 

Senator  Pine.  Coming  back  now  to  the  tunnel.  If  that  was  not 
there  you  would  have  to  spend  more  than  it  cost  ? 

Mr.  Kerr.  Yes;  it  would  cost  more. 

Senator  Pine.  You  would  build  that  or  something  just  like  it? 

Mr.  Kerr.  Yes;  we  are  going  to  enlarge  it  to  27  feet;  these,  how- 
ever, are  not  the  final  figures. 

Senator  Wheeler.  Your  company  has  already  spent  some  money 
in  development  cost  on  this  site  ? 

Mr.  Kerr.  We  have  spent  so  far  on  this  site  $185,000.  It  has  been 
agreed  upon  as  precost  license.    That  is  in  round  figures. 

Senator  Wheeler.  Did  you  have  any  other  statement  to  make? 

Mr.  Kerr.  No,  sir. 

Mr.  John  Collier,  secretary  of  the  American  Indian  Defense  Asso- 
ciation (Inc.),  Mill  Valley,  Calif.,  sworn  to  testify  to  the  truth,. the 
whole  truth,  and  nothing  but  the  truth,  testified  in  substance  as 
follows : 

There  is  just  one  correction  for  the  record.  It  is  my  understand- 
ing that  Senator  Wheeler  is  an  attorney  and  knows  the  law.  The 
existing  law  provides  that  the  Federal  Power  Commission  is  author- 
ized, pursuant  to  law,  to  grant  a  license.  That  h^s  the  effect  of 
giving  the  lessee  the  Newell  Tunnel  site  apparently.  That  is  my 
understanding  of  the  law. 

Mr.  Scattergood.  Is  there  not  a  special  provision  which  allows  the 
Secretary  of  the  Interior  to  join  with  the  Federal  Power  Commis- 
sion? 

Mr.  Collier.  The  Secretary  of  the  Interior  may  join  in  and  pass 
on  the  proposition.  Just  one  word  in  regard  to  Mr.  Dupuis's  state- 
ment about  the  Newell  Tunnel.  Only  two  days  ago  I  talked  with 
Mr.  Moody  in  charge  of  the  irrigation  project  here  and  he  stated  that 
in  his  opinion  there  was  no  justification  for  the  use  of  this  tunnel 
from  an  engineering  standpoint,  that  a  much  shorter  pass  through 
the  mountain  would  serve  and  be  less  expensive  to  construct.  And 
while  we  are  on  the  subject  of  water-power  values  and  cost  of  pro- 
duction between  steam  and  water  power — why  are  the  city  of  Los 
Angeles  and  the  California  Edison  Co.  proposing  to  transport  a 
huge  quantity  of  power  300  miles  from  the  Boulder  Dam  when  they 
have  the  cheapest  steam  plants  in  the  world? 

Now,  with  reference  to  these  two  so-called  bids.  The  question 
involved  is  how  much  do  they  offer  and  what  will  the  Indians  get. 
One  is  a  cash  bid  of  $1,  the  other  $1.12.  Each  bidder  has  made  it 
perfectly  plain  that  he  proposes  to  pay  that  much  money  to  the 
Government.  The  question  of  the  distribution  of  the  money  rests 
with  the  Government,  and  each  bid  carries  with  it,  I  believe,  the 
inference  that  the  Federal  Power  Commission  will  award  that  much 
money  to  the  Indians.  It  was  also  the  understanding  in  the  Senate 
that  the  cash  bid  would  go  to  the  Indians,  and  I  believe  that  was 
the  understanding  had  with  the  Montana  Senators,  and  I  presume 
the  department  is  not  going  to  or  can  not  go  back  on  the  understand- 
ing had  with  the  Senate  at  the  time  this  was  passed.  Both  Sena- 
tors Wheeler  and  Walsh  stated  that  the  whole  cash  bid  was  to  go 
to  the  Indians. 
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Mr.  ScATTERGOOD.  The  Federal  water  power  law  expressly  pro- 
vides that  the  rental  should  be  paid  to  the  Indians  ? 

Mr.  Collier.  Yes.  Now,  taking  up  this  statement  of  the  Federal 
Power  Commission,  dated  January  13,  1928,  and  signed  by  O.  C. 
Merrill,  secretary.    In  this  letter  he  says : 

That  the  $1  per  horsepower  which  has  been  proposed  for  the  Flathead  sites 
was  not  a  figure  determined  by  the  Federal  Power  Commission  and  that  it  is  an 
aggregate  amount  which  includes  not  only  rental  for  the  use  of  tribal  lands,  but 
also  for  other  lands  title  for  which  is  in  the  United  States,  and  the  so-called 
administrative  charge. 

At  the  same  time  the  Federal  Power  Commission  submitted  a 
series  of  questions  to  the  Comptroller  General  of  the  United  States 
which  apparently  were  designed  to  provide  a  basis  for  a  splitting  up 
of  the  revenue. 

Mr.  ScATTERGOOD.  Could  the  money  that  is  to  go  to  the  Indians 
be  anything  else  than  held  in  trust  for  them  ? 

Mrl!  Collier.  No. 

Mr.  ScATTERGOOD.  The  matter  of  who  is  to  get  this  money  will  be 
solved  when  the  Federal  Power  Commission  fixes  the  specific  rental. 
Under  the  law  that  has  got  to  be  paid  to  the  Indians. 

Mr.  Collier.  But  they  are  not  bound  by  the  law  to  see  that  the 
whole  thing  goes  to  the  Indians. 

Senator  Wheeler.  That  was  the  absolute  understanding  on  the 
part  of  the  Senate  and  they  would  not  have  passed  it  if  it  was  slrj 
other  way.  It  was  to  be  paid  to  the  Indians  and  I  assume  that  the 
Federal  Power  Commission  is  going  to  do  what  Secretary  Work 
says  about  it  as  it  was  upon  his  statement  and  other  officials  that  we 
passed  this  bill. 

Mr.  Collier.  Now  it  says  in  Mr.  Merrill's  letter  that  this  will 
include  not  only  the  rental  for  the  use  of  tribal  lands  but  also  for 
all  other  lands  title  for  which  is  in  the  United  States. 

Senator  Wheeler.  It  must  refer  to  reclamation  project  lands,  it 
could  not  refer  to  anything  else. 

Mr.  Collier.  I  would  like  to  have  the  comptroller's  letter  inserted. 
Mr.  Merrill's  letter  appears  on  a  previous  page. 

CoMPTBOixER  General  of  the  United  States, 

Washififfton,  March  7,  1928. 
The  Chairman, 

Federal  Power  Commission. 

Sir:  I  have  your  letter  of  February  27,  requesting  decision  upon  a  matter 
presented  as  follows : 

"  Reference  is  made  to  your  decision  of  August  6,  1921,  relating  to  disposition 
of  charges  collected  from  licensees  under  the  Federal  water  power  act.  There 
are  certain  cases  before  the  commission  involving  questions  which  do  not 
appear  to  have  been  completely  answered  by  that  decision.  Among  these  are 
two  competing  applications  involving  the  development  for  power  purposes  of 
certain  sites  on  the  Flathead  River  in  the  State  of  Montana.  The  physical 
structures  which  would  be  erected  if  these  developments  are  made  would  be 
located  on  tribal  lands  within  the  Flathead  Indian  Reservation.  The  reservoirs 
formed  by  the  proposed  dams  would  flood  both  tribal  lands  and  public  lands 
of  the  United  States  not  within  the  reservation.  In  addition,  structures  owned 
by  the  United  States  and  coming  within  the  definition  of  the  '  Government  dam  ' 
as  set  out  in  section  3  of  the  act  would  be  utilized.  These  structures  are 
situated  on  tribal  lands.  If  either  application  is  approved,  a  license  will  be 
issued  in  the  form  of  a  single  instrument  authorizing  the  licensee  to  occupy  and 
use : 

"  {a)   Public  lands  outside  the  limits  of  the  Indian  reservation; 

"  (&)   Tribal  lands  within  the  reservation;  and 

"  (r)    Structures  owned  by  the  United  States. 
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"In  accordance  with  the  provisions  of  section  10   (e)   of  the  act,  the  license 
would  require  the  licensee  to  pay  reasonable  annual  charges — 

"  1.  For  the  occupancy  and  use  of  public  lands  outside  the  reservation — ; 

"2.  For  the  occupancy  and  use  of  tribal  lands  within  the  reservation; 

"  3.  For  use  of  the  Government  structures  above  mentioned ; 

"4.  To  reimburse  costs  of  administration. 

"  Section  17  of  the  Federal  water  power  act  requires  '  that  all  proceeds  from 
any  Indian  reservation  shall  be  placed  to  the  credit  of  the  Indians  of  such 
reservation.'  In  view  of  the  above  your  decision  is  requested  on  the  following 
question : 

"When  a  license,  as  in  the  instant  case  (meaning  by  'license'  the  instru- 
ment evidencing  the  complete  grant  of  authority  from  this  commission) 
authorizes,  among  other  things,  the  occupancy  and  use  of  tribal  lands,  does 
the  fact  that  such  lands  are  to  be  occupied  cause  all  the  applicable  charges  as 
above  named  and  as  specified  by  section  10  (e)  of  the  act  to  become  'proceeds 
from  an  Indian  resei-vation '  which  must  be  'placed  to  the  credit  of  the  Indians' 
of  such  reservation ;  or  are  such  '  proceeds  '  in  such  case  confined  to  the  amounts 
charged  for  the  second  purpose  above  named ;  that  is,  for  the  use  of  tribal 
lands?" 

As  stated  in  my  decision  of  August  6,  1921  (1  Comp.  Gen.  49),  section  17  of 
the  act  of  June  10,  1920  (41  Stat.  1072),  is  clear  and  specific  in  its  direction  as 
to  the  disposition  and  complete  distribution  of  all  charges  arising  from  all 
licenses  issued  by  your  commission  with  the  exception  of  37%  per  cent  of 
charges  arising  from  licenses  not  involving  the  occupancy  and  use  of  public 
lands  and  national  forests  and  licenses  for  the  occupancy  and  use  of  tribal 
lands  embraced  within  Indian  reservations. 

In  a  case  such  as  that  involved  in  your  submission,  where  the  license,  if 
issued  by  your  commission,  will  authorize  the  occupancy  and  use  of  public 
lands  outside  the  limits  of  the  Indian  reservation,  tribal  lands  within  the 
reservation,  and  structures  owned  by  the  United  States,  and  for  each  of  these 
three  items  the  licensee  will  be  required,  under  section  10  (e)  of  the  act  to 
*pay  reasonable  charges,  as  well  as  charges  to  reimburse  costs  of  administration, 
there  should  be  placed  to  the  credit  of  the  Indians  of  the  reservation  involved 
all  proceeds  derived  from,  or  all  the  charges  collected  under  the  license  for,  occu- 
pancy and  use  of  the  lands  of  such  reservation.  The  other  charges  derived 
under  the  license  for  the  occupancy  and  use  of  public  lands  outside  the  reserva- 
tion, for  the  use  of  Government  structures,  and  to  reimburse  costs  of  adminis- 
tration should  be  for  disposition  as  otherwise  provided  for  in  section  17  of  the 
act.  The  provision  in  such  section  that  all  proceeds  from  any  Indian  reserva- 
tion should  be  placed  to  the  credit  of  the  Indians  must  be  construed  and 
understood  as  reserving  to  the  Indians  all  charges  derived  for  the  occupancy 
and  use  of  tribal  lands,  or  other  tribal  property,  under  licenses  issued  by  your 
commission.  Where  the  license,  however,  involves  also,  in  addition  to  such 
tribal  lands,  other  public  property,  the  charges  for  the  occupancy  and  use  of 
such  public  property  are  not  "  proceeds  from  any  Indian  resen^ation  "  within 
the  meaning  of  the  law  requiring  that  such  proceeds  be  placed  to  the  credit  of 
the  Indians. 

The  question  submitted  is  answered  accordingly. 
Respectfully, 

J.  R.  McCarl, 
Comptroller  General  of  the  United  States. 

[From  the  Congressional  Record,  Seventieth  Congress,  first  session] 
The  Flathead  Power-Site  Lease 

(Remarks  of  Hon.  Robert  M.  La  Follette,  jr.,  of  Wisconsin,  in  the  Senate  of  the 
United  States,  Thursday,  February  23,  1928) 

Mr.  La  Follettte,  Mr.  President,  on  Tuesday,  February  21,  during  a  dis- 
cussion of  the  conference  report  on  the  Interior  Department  appropriation 
bill,  the  senior  Senator  from  Montana  [Mr.  Walsh]  directed  my  attention  to 
a  statement  made  by  Mr.  John  Collier  that — 

"  The  money  stake  of  the  Indians  in  the  Flathead  power-site  lease  *  *  * 
is  $228,000  a  year  for  50  years." 

At  that  time  I  had  not  the  advantage  of  having  before  me  a  statement  upon 
which  that  conclusion  was  based.  In  justice  to  Mr.  Collier,  tberefore,  I  ask 
unanimous  consent  to  have  inserted  in  the  Record  the  calculations  upon  which 
that  statement  was  made. 
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There  being  no  objection,  the  matter  was  ordered  to  be  printed  in  the  Record, 
as  follows: 

"  Both  bids  for  these  power  sites  are  indefensibly  low,  and  the  Montana  Power 
Co.,  by  offering  to  surrender  15,000  horsepower  at  IV2  mills  per  kilowatt-hour, 
is  seeking  to  obtain  the  lease  at  an  unreasonably  low  rental.  The  competing 
bidder,  while  bidding  more  than  the  Montana  Power  Co.,  likewise  is  bidding 
unreasonably  low. 

"  The  Indian  tribe,  according  to  the  Federal  power  act  and  the  regulations  of 
the  Federal  Power  Commission,  is  entitled  to  compensation  for  their  power 
sites  '  for  the  most  profitable  purpose  for  which  used,  including  power  develop- 
ment.' 

"  This  means  that  the  tribe  is  entitled  to  a  rental  equal  to  the  commercial 
value  of  the  raw    (undeveloped)    power. 

"It  must  be  assumed  that  the  Federal  Power  Commission  if  set  free  from 
any  commitments,  express  or  tacit,  growing  out  of  the  '  tentative  agreement '  of 
February  17,  1927,  and  if  left  free  from  any  implied  legislative  direction  to 
accept  the  Montana  Power  Co.'s  present  bid,  or  otherwise  to  require  the  delivery 
of  power  at  cost — under  such  conditions  it  must  be  assumed  that  the  Federal 
Power  Commission  would  apply  the  terms  of  the  law  and  regulations  and  would 
fix  a  rental  equal  or  nearly  equal  to  the  commercial  value  of  the  raw  power. 

"  That  rental  would  be  considerably  larger  than  $1  or  $1.12  per  horsepower 
per  year. 

"  THE  RENTAL   SHOULD  BE  THREE  TIISFES  LARGER 

"  Here  as  in  all  the  preceding  statements,  we  are  not  in  the  field  of  theory ; 
any  layman  can  corroborate  or  criticize  the  following  computations. 

"  The  value  of  raw  water  power  is  not  an  absolute  figure,  because  the  total 
investment  necessary  for  its  development,  and  other  factors  as  well,  vary  with 
time,  place,  and  circumstance.  In  the  case  of  the  Flathead  power  site  the  total 
necessary  investment  is  not  officially  known  with  exactness,  and  the  production 
cost  will  vary  according  to  the  amount  of  developed  horsepower. 

"  But  the  following  is  categorically  known : 

"  The  upward  limit  of  the  commercial  value  of  raw  power  at  a  power  site 
is  determined  by  cost  of  steam-plant  production  in  the  neighborhood  plus  the 
additional  transmission  costs,  if  any,  entailed  in  the  hydro  development.  In 
other  words,  the  upward  limit  of  the  commercial  value  of  raw  power  is  from 
3%  to  5  mills  per  killowatt-hour.  That  is  the  maximum  commercial  rental 
which  can  reasonably,  practically  be  fixed  for  a  power  site  which  it  is  desired  to 
lease  immediately. 

"  And  now  what  does  $1  per  horsepower  per  year  represent  in  killowatt-hour 
rental?  It  represents  0.304  per  cent  of  1  mill — three-tenths  of  1  mill  per  kilo- 
watt-hour. In  other  words,  $1  per  horsepower  per  year,  assuming  a  50  per  cent 
load  factor,  is  between  one-tenth  and  one-fifteenth  of  the  maximum  reasonable 
and  practicable  commercial  rental  which  could  be  demanded  and  obtained. 

"  We  do  not  assume  that  the  Federal  Power  Commission  will  demand  that 
maximum  reasonable  rental  which  a  private  owner  of  a  power  site  would 
stand  out  for  and  would  get.  Theoretically,  it  may  be  the  duty  of  the  Federal 
Power  Commission  so  to  proceed,  for  it  is  made  the  guardian  over  a  trust  prop- 
erty by  the  terms  of  the  Federal  power  act.  But  the  pressure  for  early  leasing 
is  great,  and  it  is  a  fact  that  other  power  sites  exist  in  Montana,  some  of  them 
on  public  domain,  not  so  large  nor  so  feasable  as  the  Flathead  power  site,  yet 
obtainable  for  that  lower  rental  which  the  law  permits  where  public  domain 
power  sites  are  being  leased. 

"  But  it  is  entirely  safe  to  assert  that  the  Federal  Power  Commission  could 
and  should  fix  a  minimum  rental  for  the  Flathead  sites,  amounting  to  at  least 
one-third  of  that  minimum  rental  which  is  theoretically  proper.  In  other 
words,  the  minimum  rental  for  the  Flathead  sites  ought  to  be  not  less  than  1 
mill  per  kilowatt-hour  for  the  developed  power  or  three  and  one-third  times 
larger  than  is  proposed  by  the  Montana  Power  Co. — nearly  three  and  one-third 
times  larger  than  is  proposed  by  the  competing  bidder. 

"  THE  INCREASED  RENTAL  WOULD   NOT  INFLUENCE  RATES 

"  Would  such  an  increased  rental  demand  influence  the  sales  prices  of  elec- 
tric powder?  Here  again  the  layman  can  answer  almost  as  well  as  the  expert. 
The  sales  prices  of  electric  power  in  Montana  run  from  the  lowest  wholesale 
rates  of  about  6  mills  to  the  retail  rates  of  3,  4,  and  5  cents,  or  30,  40,  and  50 
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mills.  The  increased  rental  here  discussed,  which  is  approximately  two-thirds 
of  1  mill,  represents  about  one-ninth  of  the  sales  price  of  power  wiien  wiiole- 
saled  in  largest  blocks  to  the  mines  and  railroads  of  Montana ;  about  one-sixtieth 
of  the  cost  of  iK)wer  retailed  in  that  State.  The  difference  is  so  slight  that  it 
could  scarcely  be  reflected  into  the  lowest  wholesale  rate;  it  certainly  could 
not  be  reflected  into  the  retail  rates.  The  issue  therefore,  has  to  do  with  the 
Indians  and  the  lessee — more  revenue  to  the  Indians  versus  a  little  less  of 
cheap  production  to  the  lessee. 

"And  what  does  the  difference  amount  to  quantitatively? 

"  What  are  the  Indians  fighting  to  get — ^to  get  rightfully  under  the  terms  of 
the  law?     What  in  the  Montana  Power  Co.  fighting  to  get? 

*'  The  difference  between  0.304  mill  rental  per  kilowatt-hour  and  1  mill  rental 
l)er  kilowatt-hour  is  seven-tenths  mill  per  kilowatt-hour.  Translated  into  a 
yearly  rental  per  horsepower  unit,  the  difference  is  as  follows:  One  mill  per 
kilowatt-hour  is  3.28  larger,  or  $3.28  per  horseiwwer  unit  per  year.  The  rental 
which  the  Flatheads  are  to  lose  by  the  terms  oi'  the  Montana  Power  Co.  pro- 
posal is,  therefore,  $228,000  a  year  on  the  basis  of  a  100,000  horsepower  develop- 
ment ;  and  by  the  terms  of  the  competing  bid  the  amount  which  the  tribe  would 
lose  would  be  $216,000  a  year. 

"  IT   WILL   NOW    BE   CLElAR    WHY    THE   MONTANA    POWER   CO.    HAS    MADE   IT»   CURIOUS 

PROPOSAL 

"  Obviously,  other  things  being  equal,  the  Montana  Power  Co.  would  not 
want  to  deliver  15,000  horsepower  at  less  than  cost,  to  be  distributed  over  a 
distribution  system  paid  for  by  the  Government,  in  competition  with  the  whole- 
sale and  retail  market  of  the  Montana  Power  Co. 

*  *  *  *  «  •  * 

"  The  Montana  Power  Co.  is  naturally  willing  to  sacrifice  the  15,000  horse- 
p^nver  (taking  it  out  of  the  small  rental  which  it  is  offering  the  Indians)  and 
to  risk  a  competing  Government  distribution  scheme,  whose  collapse  through 
inetiiciency  it  would  expect,  if  by  this  means  it  can  obtain  one  of  the  largest 
power  sites  on  the  continent  for  a  very  low  rental — a  rental  so  low  that  it  rep- 
resents a  saving  to  the  company  of  at  least  $228,000  a  year.  With  the  above 
facts  understood,  the  strenuous  effort  by  the  Montana  Power  Co.  to  set  in  motion 
a  Government  competition  with  itself  in  the  power-distributing  field,  becomes 
at  once  understandable.  The  comparatively  low  bid  of  the  competing  bidder  is, 
of  course,  predicated  on  the  low  bid  of  the  Montana  Power  Co. 

"And  the  loss  to  the  Indians  appears  as  a  hugh  one,  $228,000  a  year  of  lost 
rentals  is  $11,400,000  over  the  50-year  period  of  the  lease,  on  the  basis  of  a 
100,000  horsepower  development. 

"  It  is  $22,800,000  on  the  basis  of  a  200,00  horsepower  development,  and  it  is 
this  larger  development  which  probably  will  represent  the  average  development 
over  the  50-year  period  of  the  lease.  That  is  the  stake  in  the  present  struggle 
over  the  Flathead  power  sites.     *     *     *  " 

Now,  in  the  course  of  his  testimony  here  Mr.  Kerr  made  the  remark 
that  they  may  fix  a  higher  rental,  say  $1.50.  The  authority  is  with 
the  Federal  Power  Commission.  It  is  my  understanding  that  the 
$1  payment  figure  is  the  gross  figure  and  means  a  bid.  Now,  the 
desire  of  the  Indians  is  that  the  Federal  Power  Commission  shall 
proceed  to  make  an  investigation  for  the  purpose  of  determining  the 
proper  minimum  rental,  and  that  the  Secretary  of  the  Interior  shall 
take  part  in  fixing  such  figure  and  make  known  what  the  proper 
rental  value  is  for  the  site  and  the  commercial  value  of  the  power 
under  all  existing  circumstances,  and  if  it  should  be  more  than  $1 
or  $1.12  then  the  Federal  Power  Commission  should  make  it  more 
and  not  leave  it  to  two  bidders  to  determine  for  themselves  what  they 
shall  pay. 

Another  item  in  the  record  I  would  like  to  touch  on  is  the  boring 
operations  carried  on  by  the  Montana  Power  Co.  Mr.  Kerr  has  given 
3^ou  the  background  of  that,  and  has  stated  that  they  were  to  do  cer- 
tain boring  with  no  vested  right  to  accrue  therefrom  to  the  company. 
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There  has  been  some  testimony  here  with  reference  to  difficulty  had 
with  the  tribal  council,  and  in  connection  with  that  I  would  like  to 
have  inserted  in  the  record  a  letter  written  by  the  Montana  Power 
Co.  from  its  New  York  office  to  Dr.  Haven  Emerson,  president  of 
the  American  Indian  Defense  Association,  under  date  of  September 
26,  1927,  and  his  reply  to  same  on  September  28.  You  will  note  in 
this  letter  that  it  is  stated  that  consent  to  the  preliminary  work  is 
without  prejudice  as  to  the  granting  of  a  permit.  After  filing  their 
application,  and  subsequent  to  going  on  the  site  to  make  borings,  the 
company  filed  on  50,000  cubic  feet  of  water,  and  it  seems  they  took 
said  water  on  the  10th  day  of  March,  1928.  Nevertheless,  they  had 
made  an  agreement  with  the  American  Indian  Defense  Association 
and  with  the  Secretary  of  the  Interior  that  they  would  do  nothing 
except  to  put  down  borings. 

The  Montana  Power  Co., 
New  York,   September  26,   1927. 
Dr.  Haven  Emerson, 

President  American  Indian  Defense  Association, 

New  York.  N.  Y. 
Dear  Doctor  Emerson  :  It  is  very  important  in  the  interests  of  all  concerned 
that  drilling  be  carried  on  on  the  Flathead  site  to  determine  the  position  and 
character  of  the  bedrock,  and  if  we  are  to  do  it  at  all,  it  is  important  to  do  it 
before  snow  flies  this  year.  At  a  powwow  held  at  Hamilton,  Mont.,  on  the 
22d  and  23d  instant,  Mr.  Kerr  met  all  chiefs  of  the  federated  tribes  and  secured 
their  unanimous  consent  to  our  doing  this  drilling.  A  petition  to  that  effect 
was  signed  by  all  the  chiefs  and  subchiefs  for  transmittal  to  Washington.  Our 
people  feel  that  your  association  should  now  give  its  indorsement  to  this  plan, 
even  though  you  be  not  willing,  as  yet,  to  commit  yourselves  on  the  granting 
of  a  permit.  Are  you  willing  to  do  this?  My  understanding  is  that  consent 
to  this  preliminary  work  is  without  prejudice  as  to  the  granting  of  a  permit 
or  the  disposition  of  the  proceeds. 
Yours  very  truly, 

James  F.  Denison. 

Dr.  Haven  Emerson's  reply  as  of  September  28,  1927. 

Dear  Mr.  Dexison  :  While  I  have  no  authority  for  oflScers,  executive  com- 
mittee, or  members  of  the  American  Indian  Defense  Association  (Inc.),  on  the 
matter  in  your  letter  of  September  26th,  I  can  as  one  individual  and  president 
pledge  to  you  personally  my  serious  support  of  the  reasonable  action  you  de- 
scribe as  necessary,  regardless  of  and  without  prejudice  as  to  granting  of 
contract  or  disposition  of  proceeds  from  water  power  later. 

Our  association  will  certainly  not  oppose  the  expressed  wishes  of  the  Flat- 
head chiefs  if  they  really  understand  the  nature  of  the  permission  they  are 
ready  to  give  for  the  test  borings. 

The  matter  will  be  brought  up   for  action   as  soon  as  we  can   gather  our 
executive  committee  board. 
Yours  very  truly. 

Haven  Emerson. 

Senator  Wheeler.  Going  in  there  to  make  borings  had  nothing 
to  do  with  their  filling  of  application  and  taking  the  water.  Under 
the  State  law  they  could  go  in  there  and  make  appropriation  of  the 
water  whether  they  had  the  consent  of  the  Department  of  the  In- 
terior or  the  tribe  or  anybody  else.  If  the  water  belonged  to  the 
State  of  Montana  under  the  State  law  they  could  file  upon  it  no 
matter  w^here  it  was.  If  it  did  not  belong  to  the  State  of  Montana 
and  if  it  came  under  the  Indian  Bureau  then  their  appropriation 
would  mean  nothing.  I  assume  that  when  a  license  is  issued  that 
it  won't  even  be  taken  into  consideration  the  fact  that  they  have 
made  an  appropriation  of  the  water. 
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Mr.  Collier.  Nevertheless  it  appeared  to  the  tribal  council  as  a 
breach  of  comity  at  least  and  indicates  the  state  of  mind  of  some  of 
the  Indians. 

Senator  Wheeler.  I  can't  see  how  they  misunderstood  it — they 
have  a  right  to  file  on  the  water  and  their  appropriation  of  it  would 
mean  nothing,  the  water  did  not  belong  to  the  tribal  council. 

Mr.  CoLLLER.  They  did  not  know  that ;  they  do  not  feel  that  the 
matter  of  granting  a  license  as  taken  up  with  their  chiefs  was  proper 
or  legal. 

Since  I  have  come  to  the  reservation  I  have  talked  with  a  score  or 
more  of  the  Indians  and  with  functionaries  in  the  Indian  Office 
and  many  of  them  who  refer  to  the  Walter  H.  Wheeler  bid,  and  a 
number  of  them  had  the  impression  that  the  Walter  H.  Wheeler 
contract  made  the  tribe  liable  for  the  flowage  damages  on  Flathead 
Lake,  and  I  found  that  none  of  them  have  copies  of  the  contract 
and  it  has  created  a  great  deal  of  distrust  and  ill  feeling. 

Senator  Wheeler.  I  never  saw  a  copy  of  it  myself  until  yesterday. 

Senator  Pine.  This  is  merely  a  bid. 

Mr.  Collier.  It  is  a  bid,  yes;  I  referred  to  it  as  a  contract.  It 
is  really  a  proposal  by  the  Flathead  tribal  council  to  lease  the  site 
to  Walter  H.  Wheeler  under  certain  conditions.  I  speak  of  the 
matter  only  for  the  reason  that  it  has  created  a  great  deal  of  mis- 
understanding and  dissatisfaction  and  should  be  placed  in  the 
record. 

Senator  Pine.  Very  well,  it  will  be  placed  in  the  record. 

LEASE 

Whereas  the  Flathead  Confederated  Tribes  of  Indians,  at  a  general  meeting 
duly  assembled,  at  St.  Ignatius,  Mont.,  on  the  19th  day  of  November,  1927, 
for  the  purpose  among  other  things  of  considering  proposals  from  applicants 
for  the  leasing  and  development  of  the  Flathead  power  sites,  and  whereas,  a 
resolution  was  at  said  meeting  held  on  November,  1927,  duly  adopted,  directing, 
authorizing  and  empowering  the  officers  of  the  Flathead  Tribal  Council  of  the 
Flathead  Confederated  Tribes  of  Indians,  to  wit,  the  president,  vice  president, 
treasurer,  and  secretary,  to  execute  an  agreement  and  contract  to  fully  carry 
out  the  intent  and  provisions  of  said  resolution,  and  by  reason  thereof  and  the 
premises  undersigned  president,  vice  president,  treasurer,  and  secretary  of  the 
said  Flathead  Tribal  Council  for  and  on  behalf  of  the  Flathead  Tribal  Council 
for  and  on  behalf  of  the  Flathead  Confederated  Tribes  of  Indians  do  hereby 
enter  into  the  following  covenant  and  agreement  with  Walter  H.  Wheeler,  of 
Minneapolis,  Minn.,  as  follows : 

Witnesseth:  The  said  Flathead  Confederated  Tribes  of  Indians,  for  and  in 
consideration  of  the  covenants  and  agreements  hereinafter  mentioned  to  be 
kept  and  i;)erformed  by  the  said  Walter  H.  Wheeler,  his  heirs,  executors,  ad- 
ministrators, and  assigns  do  by  this  indenture  demise  and  lease  unto  the  said 
Walter  H.  Wheeler,  all  those  certain  lands,  premises,  water  rights,  power 
rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  any  and  all  right  of 
w^ay  required  for  transmission  lines,  telephone  lines,  telegraph  lines,  highways, 
railways,  spurs,  ditches,  flumes,  canals,  and/or  for  any  other  purpose  required 
and  necessary  to  be  used  in  connection  with  the  development,  maintenance, 
and  operation  of  power  plants  on  lands  and/or  premises  which  are  owned  and/or 
controlled  by  the  said  Flathead  Confederated  Tribes  of  Indians  and  situated 
within  the  boundaries  of  the  State  of  Montana  on  the  Flathead  River  and  all 
of  its  tributary  streams  and  lakes  and  on  Flathead  Lake  and  all  of  its  tributary 
streams  and  lakes,  including  also  the  right  to  cut  and  remove  any  brush  or 
timber  from  the  said  premises  and  to  make  use  of  said  timber  in  connection 
with  the  development,  maintenance,  and  (>i)eration  of  said  water  power  and/or 
to  otherwise  dispose  of  said  brush  and  timber,  and  including  also  the  right  to 
grade,  construct,  and  maintain  highways,  railways,  spurs,  transmission  lines, 
telephone  lines,  telegraph  lines,  dams,  power  plants,  together  with  any  useful 
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and  necessary  buildings  or  other  structures,  and  to  make  use  of  any  materials 
that  may  be  found  on  said  premises  for  construction,  maintenance  and/or  oper- 
ation purposes  including  also  water.  The  premises  and  rights  which  are 
owned  and/or  controlled  by  the  said  Flathead  Confederated  Tribes  of 
Indians  and  on  which  the  said  lands,  premises,  water  rights,  power  rights, 
flowage  rights,  dam  sites,  power-plant  sites,  and  rights  of  way  are  situated  are 
more  particularly  described  as  follows,  to  wit :  All  those  lands,  premises,  water 
rights,  power  rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  rights  of 
way  situated  in  townships  18,  19,  20,  21,  22,  23,  24,  25,  26,  and  27  north  and 
ranges  18,  19,  20,  21,  21i^,  and  22,  west  of  the  Montana  meridian  which  are 
reserved  for  power  purposes. 

To  have  and  to  hold  the  above  described  lands,  premises,  water  rights,  power 
rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  rights  of  way  with  the 
appurtenances  thereto  belonging  unto  the  said  Walter  H.  Wheeler,  his  heirs, 
executors,  administrators  and  assigns  for  the  term  of  50  years  from  the  date 
of  execution  of  license  or  licenses  to  the  said  Walter  H.  Wheeler  by  the  Federal 
Power  Commission.  And  the  said  Walter  H.  Wheeler  in  consideration  of  the 
leasing  of  the  said  lands,  premises,  water  rights,  power  rights,  flowage  rights, 
dam  sites,  power-plant  sites,  and  rights  of  way  aforesaid  by  the  said  Flathead 
Confederated  Tribes  of  Indians  to  the  said  Walter  H.  Wheeler,  does  covenant 
and  agree  with  the  said  Flathead  Confederated  Tribes  of  Indians,  their  heirs, 
executors,  administrators,  guardians,  and  assigns,  as  follows,  to  wit:  That  he 
will  proceed  promptly  and  with  reasonable  diligence  to  make  application  to  the 
Federal  Power  Commission  for  the  necessary  permit  or  permits,  license,  or 
licenses  in  accordance  with  the  terms  and  provisions  of  this  agreement  and  the 
Federal  water  power  act  of  June  10,  1920,  and  the  rules  and  regulations  of  the 
Federal  Power  Commission,  and  that  after  said  permit  or  permits,  license  or 
licenses  have  been  granted  and  duly  executed  and  delivered  to  the  said  Walter 
H.  Wheeler,  the  said  Walter  H.  W^heeler  further  covenants  and  agrees  that  he 
will  proceed  promptly  and  with  due  diligence  to  develop  said  power  to  full 
capacity  as  fast  as  market  conditions  and  circumstances  warrant,  and  the  said 
Walter  H.  Wheeler  further  covenants  and  agrees  that  after  said  power  plants, 
transmission  lines  and  their  appurtenances  have  been  constructed  and  placed 
in  operation,  that  he  will  pay  or  cause  to  be  paid  unto  the  Treasury  of  thfe 
United  States  to  the  credit  of  the  Flathead  Confederated  Tribes  of  Indians  as 
provided  in  the  Federal  water  power  act  (approved  June  10,  1920)  as  rental 
for  all  said  lands,  premises,  water  rights,  power  rights,  flowage  rights,  dam 
sites,  power-plant  sites,  and  rights  of  way  aforesaid  the  sum  of  $1.50  per 
kilowatt  per  annum  based  upon  the  average  amount  of  power  generated  per 
annum  as  determined  by  standard  wattmeter  readings  at  the  switchboard  or 
switchboards  in  the  power-house  building  or  power-house  buildings  of  the  power 
plant  or  power  plants  for  each  year  preceding  the  date  when  said  rent  becomes 
due,  the  first  payment  to  become  due  and  payable  at  the  end  of  the  first  year 
after  the  date  on  which  the  first  power  plant  is  placed  in  operation,  and  suc- 
ceeding payments  to  become  due  and  payable  annually  thereafter. 

It  is  further  covenanted  and  agreed  by  and  between  the  parties  hereto  that 
the  said  rent  of  $1.50  per  kilowatt  per  annum  shall  include  all  and  every 
charge  that  is  levied  or  assessed,  or  that  may  be  levied  or  assessed  against  the 
said  Walter  H.  Wheeler  for  the  use  of  the  said  demised  lands,  premises,  water 
rights,  power  rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  rights 
of  way  aforesaid  and  the  said  Flathead  Confederated  Tribes  of  Indians  hereby 
expressly  agree  to  save  the  said  Walter  H.  Wheeler  harmless  from  any  and 
all  claims  of  every  kind  and  nature  w^hatsoever  including  also  any  and  all 
charges  or  claims  which  may  be  charged  or  assessed  by  the  Federal  Power 
Commission,  the  Bureau  of  Indian  Affairs,  or  otherwise,  by  reason  of  said 
development  and  use  of  any  and  all  of  the  said  demised  lands,  premises,  water 
rights,  power  rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  rights 
of  way. 

At  the  expiration  of  the  term  of  any  license  which  may  be  issued  in  the 
premises,  the  provisions  of  sections  14  and  15  of  the  Federal  water  power  act 
(approved  June  10,  1920)  shall  govern. 

*  It  is  expressly  understood  and  agreed  bj  and  between  the  parties  hereto  that 
the  manner  of  payment  and  the  collection  "of  the  rentals  and  royalties  herein 
provided  shall  be  governed  by  the  Federal  water  power  act  (approved  June  10, 
1920)  and  the  rules  and  regulations  of  the  Federal  Power  Commission. 

It  is  further  understood  and  agreed  between  the  parties  hereto  that  all  the 
conditions  and  covenants  contained  in  this  agreement  shall  be  binding  upon  the 
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heirs,    executors,    administrators,    guardians,    and    assigns    of    the    respective 
parties  hereto. 

In  witness  whereof,  the  said  parties  have  hereunto  set  their  hands  and  seals 
this  17th  day  of  December,  1927. 

Flathead  Confederated  Tribe  of  Indians, 
[seal]  By  CAI.V1N  Dupuis, 

President  Flathead  Tribal  Council. 
[seal]  Albert  W.  Lemery, 

Vice  President  Flathead  Tribal  Council. 
[seal]  Mose  Grenier, 

Treasurer  Flathead   Tribal   Council. 
[seal]  V.  A.  Dupuis, 

Secretary  Flathead    Tribal   Council. 
(The  party  of  the  one  part). 
tsEAL]  Walter    H.    Wheeucr, 

Minneapolis,  Minn. 

(The  party  of  the  otlier  part). 
State  of  Montana, 

County  of  Hennepin,  ss: 
On  this  17th  day  of  December,  1927,  before  me,  a  notary  public  in  and 
for  the  State  of  Montana,  appeared  Caville  Dupuis,  Albert  W.  Lemery,  Mose 
Grenier,  V.  A.  Dupuis,  personally  known  to  me  to  be  the  persons  who  executed 
the  within  instrument  and  who  severally  acknowledged  to  me  that  they 
executed  the  same  for  and  on  behalf  of  themselves  and  as  officers  of  the 
Flathead  Tribal  Council  and  for  and  on  behalf  of  the  Flathead  Confederated 
Tribe  of  Indians. 

Subscribed    and    sworn    to    before    me    this    17th    day    of   December,    1927. 
[seal]  W.   F.   Fellows, 

Notary  Public  for  the  State  of  Montana. 
State  of  Minnesota, 

County  of  Hennepin,  ss: 
On  this  22d  day  of  December,  1927,  before  me,  a  notary  public  within  and 
for   said   county,   personally   appeared   Walter   H.    Wheeler,   to   me  known   to 
be  the  person  described  in  and  who  executed  the  foregoing  instrument,   and 
acknowledged  that  he  executed  the  same  as   his  free   act  and   deed. 
[seal.]  N.  C.  Schroeck, 

Notary  Public,  Hennepin  County,  MiJin. 

Filed  for  record  May  16,  1928,  at  2.07  p.  m. 

C.  H.  Lyman,  County  Clerk  and  Recorder. 
By  O.  H.  Peltier,  Deputy. 

Senator  Frazier.  It  that  the  Wheeler  bid? 

Senator  Wheeler.  No;  he  has  made  no  bid;  it  is  a  proposal  for 
lease  by  the  tribe. 

Senator  Frazier.  Has  he  filed  any  bid  either  for  preliminary  per- 
mit or  license? 

Mr.  Collier.  I  understand  that  he  has. 

Senator  Wheeler.  Senator  Pine  called  my  attention  to  a  pro- 
vision in  here  yesterday,  page  3  of  the  last  paragraph,  which  reads 
as  follows: 

It  is  further  convenanted  and  agreed  by  and  between  the  parties  that  the 
said  rent  of  $1.50  per  kilowatt  per  annum  shall  include  all  and  every  charge 
levied  or  assessed  or  that  may  be  levied  or  assessed  against  the  said  Walter 
H.  Wheeler  for  the  use  of  the  said  demised  lands,  premises,  water  rights, 
power  rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  rights  of  way 
aforesaid,  and  the  said  Flathead  Tribe  of  Indians  hereby  expressly  agree 
to  save  the  said  Walter  H.  Wheeler  harmless  from  any  and  all  claims  of 
every  kind  and  nature  whatsoever  including  also  any  and  all  charges  or  claims 
which  may  be  charged  or  assessinl  by  the  Federal  Power  Commission,  the 
Bureau  of  Indian  Affairs,  or  otherwise,  by  reason  of  said  development  and 
use  of  any  and  all  of  the  said  demised  lands,  premises,  water  rights,  i)ower 
rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  rights  of  way. 
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Now,  a  construction  could,  of  course,  be  placed  on  that  provision 
making  the  tribal  council  responsible,  in  my  judgment,  for  any  dam- 
ages that  might  occur  to  property  through  flood,  and  also  for  any 
and  all  claims.  I  think  under  a  careful  examintion  of  that  the  tribe 
would  be  responsible  for  the  damage,  but  I  assume  that  when  the 
Federal  Power  Commission  issued  a  permit  it  would  not  contain 
any  such  clauses  as  that  at  all. 

Mr.  Collier.  We  have  understood  that  it  did  not  make  them  lia- 
ble ;  it  did  exactly  what  the  bid  of  the  Montana  Power  Co,  does. 

Senator  Wheeler.  As  a  matter  of  fact,  the  Wheeler  bid  would 
make  the  tribal  council  responsible  for  any  damage  of  every  kind 
and  character  that  might  be  caused,  because  that  clause  makes  the 
responsibility  come  on  the  council  in  place  of  Mr.  Wheeler.  It  would 
even  go  further  than  that;  they  would  be  responsible  for  damages 
growing  out  of  the  use  of  tribal  land  and  even  for  any  damage  occur- 
ring at  the  upper  end  of  the  lake.  You,  of  course,  don't  know  when 
Wheeler  put  his  bid  in  or  whether  he  put  one  in,  do  you  ? 

Mr.  Collier.  No,  sir. 

Senator  Wheeler.  The  application  for  the  license  does  not  in 
either  case  mention  a  proposed  price,  so  all  this  talk  about  what  the 
price  is  going  to  be  is  just  an  idea  as  to  what  either  the  Montana 
Power  Co.  or  Wheeler  will  pay  ? 

Mr.  Collier.  It  is  what  they  propose  to  pay. 

Senator  Wheeler.  I  am  ot  the  opinion  that  some  of  the  Indians 
were  under  the  impression  that  if  Wheeler  got  the  license  he  would 
pay  $1.50,  but  this  agreement  has  no  validity  whatsoever,  and  the 
mere  fact  that  the  Indian  tribal  council  entered  into  this  agreement 
would  have  no  bearing  whatever  upon  the  price  or  rental  to  be 
received  for  the  power  site. 

Mr.  Collier.  That  is  exactly  the  same  with  reference  to  the  Mon- 
tana Power  Co.  likewise. 

Senator  Wheeler.  Both  of  them  were  informal? 

Mr.  Collier.  Yes. 

Senator  Wheeler.  And  it  is  up  to  the  Federal  Power  Commission 
to  decide  which  in  their  judgment  is  best  for  the  Indian  and  which 
will  bring  them  the  most  money  and  they  will  grant  a  permit  to  the 
party  who  pa3'S  the  best  price  and  can  get  a  market  for  it  and  de- 
velop the  most  horsepower  so  the  Indians  will  get  the  most  out  of 
it.  And  as  far  as  I  am  concerned,  the  only  interest  I  have  in  the 
matter  is  to  see  that  the  Federal  Power  Commission  does  that  very 
thing. 

Mr.  Collier.  That  is  the  plea  the  tribal  council  is  making  to  the 
comimttee. 

Senator  Wheeler.  The  concern  who  can  develop  the  site  to  the 
best  advantage,  utilize  the  most  power,  and  make  the  most  money 
for  the  Indians  are  the  concern  who  are  going  to  get  it. 

Mr.  Colij:er.  The  Indians  felt  that  they  could  not  rest  their  case 
with  the  Federal  Power  Commission  alone,  and  they  want  you  and 
the  committee  and  Mr.  Scattergood  and  Mr.  Khoades  to  take  part 
and  see  that  it  is  handled  in  the  manner  authorized  by  law. 

Mr.  Wheeler.  I  think  I  have  been  cussed  because  I  have  been 
following  it. 
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Mr.  Collier.  I  did  want  to  insert  something  in  the  record  before 
closing.  It  Avas  an  exhibit  dealing  with  the  proper  rental  value  for 
the  site,  discussing  the  proper  rental  value,  which  might  be  material. 

Senator  Wheeler.  Do  you  know  of  any  other  power  site  belong- 
ing to  the  Indians  that  the  Federal  Power  Commission  has  issued 
a  permit  for? 

Mr.  Collier.  A  permit  was  issued  on  the  Menominee  site  in  Wis- 
consin, but  that  was  later  canceled. 

Senator  Wheeler.  There  seems  to  be  some  confusion  in  the  minds 
of  the  people  what  they  ought  to  get.  Do  you  know  of  any  permits 
issued  to  the  Indians  on  the  reservation  or  anywhere  else  where 
they  have  been  paid  more  than  $1  per  kilowatt-hour  ? 

Mr.  Collier.  At  the  Government-owned  plants  I  understand  that 
is  not  determined;  they  are  treated  as  public  lands.  The  Federal 
Power  Commission  figured  a  higher  rental  on  the  Menominee  site, 
but  that  license  was  abandoned  and  does  not  signify  as  a  precedent. 

Senator  Pine.  Do  you  know  of  any  place  where  an  Indian  power 
site  has  been  sold? 

Mr.  Collier.  Not  sold  as  a  power  site.  I  have  known  of  cases 
where  a  power  site  was  sold,  but  sold  cheap;  the  Indians  got  $5Q 
an  acre,  or  something  like  that.  Simply  the  farm  value  of  their 
land.    The  San  Carlos  Apache  case  is  in  point. 

Mr.  Pine.  Do  you  know  of  the  sale  of  other  power  sites  ? 

Mr.  Collier.  No,  sir. 

Mr.  Kerr.  I  just  want  to  say  one  word  in  connection  with  the 
power  company  in  connection  with  the  appropriation  of  water.  We 
did  nothing  toward  the  appropriation  of  water  until  after  this  bill 
had  been  passed  by  Congress  and  signed  by  the  President,  and  the 
time  came  that  we  could  apply  in  a  regular  legal  way,  to  build  a 
plant.  One  of  the  requirements  of  a  Government  license  is  that  we 
first  file  on  the  water,  and  we  did  that  so  somebody  else  would  not 
get  it. 

Senator  Wheeler.  That  is  public  land  ? 

Mr.  Kerr.  Private  land. 

Senator  Frazier.  When  you  refer  to  this  as  public  land,  do  you 
mean  that  it  is  Indian  land? 

Mr.  Kerr.  I  don't  know. 

Senator  Frazier.  When  you  refer  to  that  as  public  land,  you 
mean 

Mr.  Kerr.  I  am  referring  to  that  as  public  land ;  I  understand  it 
is  all  Indian  land. 

Mr.  G.  A.  Lensman,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance  as  follows : 

I  am  farming  160  acres  of  land  under  the  irrigation  project  near 
here  and  using  water  on  it,  and,  from  my  own  experience  as  a 
farmer,  I  claim  that  the  settlers  on  this  land  are  not  able  to  pay 
$65  an  acre,  for  the  reason  that  we  have  a  large  amount  of  clay  land 
that  will  not  respond  to  irrigation  and  produce  profitable  crops.  Mr. 
Moody  said  that  the  average  yield  will  be  around  3  tons  of  hay 
per  acre.  I  know  it  will  not  go  over  2  tons.  I  have  100  acres 
which  is  irrigated,  and  I  can  not  produce  3  tons  of  hay  to  the 
acre.  It  is  irrigated  as  well  as  any  land,  but  it  will  not  produce 
over  2  tons.     We  have  at  least  30,000  acres  of  land  of  that  kind 
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which  should  never  have  been  inchided  in  the  irrigation  project; 
it  is  rocky,  rough,  and  clay  land.  And  another  thing,  if  every  80 
were  using  water  even  after  the  present  program  was  worked  out, 
there  would  not  be  enough  water  to  go  around.  When  one  needs 
water,  they  want  water,  and  if  they  can  not  get  it,  then  it  is  a  failure. 
1  am  not  making  any  complaint  with  reference  to  the  conditions  as 
to  water  at  present ;  I  get  all  the  water  I  want,  but  if  all  the  land  was 
irrigated,  we  would  be  short  of  water.  I  lived  on  the  reservation 
here  411/2  years,  and  I  know  this  country  pretty  well.  There  is  a 
large  amount  of  land  under  the  ditch  that  can  not  be  irrigated  at  all 
at  a  profit. 

Senator  Wheeler.  Going  out  this  morning  you  pointed  out  to  us 
certain  fields  which  you  stated  could  not  be  irrigated,  that  the  water 
would  do  no  good  on  certain  types  of  that  land  ? 

Mr.  Lensman.  Yes,  sir. 

Senator  Wheeler.  I  would  be  glad  to  have  you  explain  that  to 
the  committee  so  that  we  may  get  a  correct  picture  of  the  situation  ? 

Mr.  Lensman.  I  will  say  this — that  my  soil  is  about  one-half  a 
foot  of  black  soil  and  underlaid  with  hardpan  and  of  course  the  4 
or  6  inches  of  alfalfa  roots  will  not  penetrate  the  hardpan.  You 
give  a  man  a  half  section  here  he  could  crop  half  of  it  every  year, 
but  you  can  not  do  that  on  80  acres.  * 

Senator  Wheeler.  Do  you  know  anything  about  the  study  of 
soils  now  being  made  up  in  the  irrigation  district  ? 

Mr.  Lensman.  I  understand  there  are  two  men  working  up  there 
now  on  what  they  call  a  soil  survey. 

Senator  Pine.  AVhat  is  the  purpose  of  that  survey? 

Mr.  Lensman.  To  determine  to  what  class  that  land  belongs  ac- 
cording to  construction  costs. 

Senator  Wheeler.  How  many  of  these  white  people  failed  to 
make  living  on  the  irrigated  land? 

Mr.  Lensman.  A  great  many.  When  I  came  out  here  there  was 
enough  of  us  to  get  a  special  train  on  the  Northern  Pacific  from 
Missoula — ^there  was  a  whole  trainload. 

Senator  Pine.  They  did  not  get  you  on  any  special  going  out? 

Mr.  Lensman.  No;  but  I  am  about  the  only  one  that  is  left;  of 
course  some  new  people  have  come  in  here  since;  the  old  ones  all 
left.  In  this  mission  district  we  have  had  water  all  the  time.  I 
have  heard  of  instances  where  they  did  not  have  water  in  some  of 
the  other  districts  but  I  don't  know  of  my  own  knowledge  as  to 
whether  that  is  a  fact  or  not. 

Sei;ator  Wheeler.  Now,  you  and  Mr.  Norton  were  two  of  the 
most  active  men  in  opposing  the  signing  of  that  contract;  will  you 
tell  us  your  reasons  for  that? 

Mr.  Lensman.  There  is  no  way  we  believe  that  the  settlers  can 
pay  $65  an  acre.  We  are  supposed  to  sign  everything  and  we  know 
that  we  can  not  pay  but  the  people  beat  us  out  on  this.  Mr.  Norton 
and  I  were  elected  commissioners  of  the  irrigation  district  last 
April  and  we  feel  that  we  can  not  make  these  payments  even  over  a 
period  of  40  years  figuring  the  returns  from  the  land,  water  rates 
and  construction  and  you  can  probably  see  that  this  means  a  land 
of  shacks.  We  have  to  pay  high  taxes,  build  roads  and  schoolhouses, 
and  there  is  no  way  that  the  settlers  can  pay  a  construction  charge ; 
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the  burden  is  too  great  and  more  than  the  settlers  can  carry.  I  paid 
$50  an  acre  for  my  land.  I  have  made  as  little  improvements  on  it 
as  possible.  I  want  to  get  out  of  here  and  there  is  no  sale  at  all  for 
the  land  to-day.  I  do  not  expect  to  get  the  $50  an  acre  I  paid  for 
it  in  addition  to  the  $65  an  acre  construction  charges.  I  would  be 
glad  to  sell  my  land  to-day  for  $50  an  acre  but  I  could  not  get  a 
buyer. 

Senator  Wheeler.  I  think  you  or  Mr.  Norton  told  me  this  noon 
that  one  of  the  reasons  why  you  did  not  sign  the  contract  was  be- 
cause of  the  fact  that  if  you  had  signed  you  would  become  responsi- 
ble for  your  neighbors'  failure  to  pay  his  charges  in  the  event  that 
he  failed  to  pay  them? 

Mr.  Lensmax.  We  considered  the  contract  a  joint  liability;  if  he 
did  not  pay  it  I  would  be  held  responsible  according  to  the  present 
repayment  contract. 

Senator  Wheeler.  What  about  that,  Mr.  Moody? 

Mr.  Moody.  The  operation  and  maintenance  charge  will  be  a 
joint  liability.  There  is  a  question  about  the  joint  liability  in  the 
construction  charge;  it  has  not  been  settled  yet. 

Senator  Wheeler.  So  in  the  event,  Mr.  Moody,  that  all  of  the 
group  in  one  district  signed  the  contract  and  50  per  cent  made  a 
failiii-e  and  could  not  pay  it 

Mr.  Moody.  The  other  50  per  cent  would  be  charged  with  the 
operation  and  maintenance. 

Senator  Wheeler.  And  with  reference  to  the  construction  charge, 
that  is  a  matter  not  determined  by  the  government  ? 

Mr.  Moody.  Yes,  sir. 

Senator  Wheeler.  And  that  is  one  of  the  reasons  why  you  and 
Mr.  Norton  were  opposed  to  signing  it? 

Mr.  Lensman.  Yes,  sir.  At  the  present  time  none  of  these  con- 
tracts have  been  signed  in  this  district. 

Senator  Wheeler.  Has  it  been  signed  in  any  of  the  other  districts  ? 

Mr.  Moody.  In  the  Flathead,  not  in  this  one  or  the  Jocko. 

Senator  Wheeler.  So  that  your  land  at  the  present  time  is 
charged  with  the  full  $65  an  acre? 

Mr.  Lensman.  Under  the  20-year  contract,  I  understand. 

Senator  Wheeler.  Have  you  been  able  to  make  payments  on  the 
contract  ? 

Mr.  Lensman.  Public  notice  will  not  be  issued  until  November  1, 
1930,  I  understand. 

Senator  Pine.  It  would  not  be  any  more  difficult  for  you  to  go 
with  the  contract  you  now  hold  on  the  land  which  calls  for  20-year 
payment  than  it  would  be  for  you  to  pass  it  over  a  period  of  40  years  ? 

Mr.  Lensman.  That  is  he  wslj  we  look  at  it.  We  are  up  against 
it  anyway  and  if  we  can't  make  it,  let  the  Government  take  the  land 
away. 

Senator  Pine.  Supposing  the  Government  works  out  some  plan 
for  postponing  the  beginning  of  the  construction  payments,  would 
that  help  you  out  any? 

Mr.  Lensman.  To  some  extent  it  would  on  the  best  land,  but  you 
come  around  in  about  five  years  and  you  can  see  more  destitution 
and  shacks  than  there  are  now. 

Senator  Pine.  Why  didn't  you  go  away? 
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Mr.  Lexsman.  I  have  been  wondering  about  that  myself.  Under 
that  20-year  contract  they  give  a  fellow  a  chance  to  starve  out  and 
take  his  stock  away  anyway,  but  the  minute  you  sign  that  40-year 
contract  the  Government  has  a  lease  on  everything  you  got.  You 
asked  me  why  I  did  not  get  out — well,  I  have  never  been  hungry. 
I  was  a  sucker  when  I  bought  this  land  for  $50  an  acre  and  I  have 
been  trying  to  hang  on  to  discover  some  other  fellow  that  is  a 
bigger  fool  than  I  am.  I  have  40  acres  of  pasture  and  keep  34 
dairy  cows  at  the  present  time;  I  have  a  whole  section  of  Indian 
land  leased  and  if  it  was  not  for  that  I  would  have  been  out  of 
here  long  ago. 

Senator  Pine.  Does  it  take  a  whole  section  of  land  to  keep  34 
head  of  cattle? 

Mr.  Lensmax.  Yes,  sir. 

Senator  Pine.  Let  me  get  this  into  the  record — as  we  drove  out 
this  morning  you  show^ed  us  a  piece  of  land  recently  sold  to  a  white 
man? 

Mr.  Lensman.  Yes,  sir. 

Senator  Pine.  And  I  understood  you  to  say  that  he  made  a  pay- 
ment of  $3,000  on  it  and  that  he  was  now  going  to  forfeit  that 
payment  and  forfeit  the  land? 

Mr.  Lex-smax'.  Yes,  sir;  that's  what  he  told  me  this  morning.  He 
was  to  pay  $1,600  for  the  land  and  the  buildings  are  worth  at  least 
$800.  I  also  showed  you  that  land  where  they  expect  a  fellow  to 
make  a  living  on  160  acres  and  pay  the  construction  charge. 

Senator  Wheeler.  I  understood  you  to  say  that  you  get  plenty  of 
water  on  your  land,  but  I  understand  Mr.  Norton  here  was  not  able 
to  get  water  on  his  place  ? 

Mr.  Lensmax^.  Mr.  Norton  has  gravelly  soil  and  needs  3  or  4 
inches  of  water  per  acre.  Mine  is  clay  soil  and  does  not  require  so 
much.  There  are  a  lot  of  laterals  out  there  not  being  used,  as  there 
is  no  demand  for  wat^r,  but  I  understand  that  all  of  these  ditches 
whether  they  were  ever  used  or  not  are  all  figured  in  the  construction 
charges  assessed  against  the  land.  A  lot  of  them  are  engineering 
mistakes,  and  we  don't  think  it  is  fair  to  charge  the  people  with  the 
mistakes  of  the  engineers.  It  seems  that  every  cent  that  was  spent 
here  was  charged  up  against  the  land. 

Chief  Koostata,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  as  follow^s : 
(James  Hallowatt  was  sworn  as  interpreter.) 

Direct  examination  by  Senator  Wheeler: 

Question.  This  is  Chief  Koostata  ? 

Answer.  Yes. 

Question.  Where  do  you  live  ? 

Answer.  Dayton,  Mont. 

Question.  Have  you  a  statement  you  wish  to  make  to  the  com- 
mittee ? 

Answer.  Yes. 

Question.  Go  ahead — make  it  brief. 

Answer.  I  appear  here  before  you  Senators  and  I  want  you  to 
anderstand  that  we  are  here  for  business.    I  was  looking  far  ahead 
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and  for  years  back  I  know  that  it  was  our  duty  to  do  something 
for  ourselves  and  for  our  own  benefit.  Years  ago,  you  know,  we  had 
grazing  land  and  we  had  lots  of  timber  and  that  was  cut  down  a 
few  years  ago  and  now^  we  need  you  Senators;  we  want  you  to 
make  sure  to  help  us.  It  would  be  very  small  interest  for  me  be- 
cause I  am  getting  old  and  I  don't  care.  It  is  for  my  children  grow- 
ing up  that  I  am  speaking.  What  little  we  ask  would  be  help  for 
us ;  we  need  something  and  not  be  held  back  like  I  have.  My  state- 
ment is  complete.  When  I  asked  here  last  fall  they  told  me  I  could 
go  to  the  store  and  buy  $15  clothing  and  then  when  the  tribal  pay- 
ment came  that  $15  was  taken  away  out  of  me,  from  my  allowance. 

Senator  Pine.  Who  told  you  you  could  get  $15  ? 

Chief  KoosTATA.  The  store  did  at  Poison. 

Senator  Pine.  Was  that  a  per  capita  payment  of  $15  ? 

Chief  KoosTATA.  No,  $50 — that  was  poor  fund. 

Senator  Pine.  What  do  you  know  about  that  Mr.  Coe  ? 

Superintendent  Coe.  I  think  this  was  the  idea — ^there  was  a  lot 
of  old  people  needed  winter  clothing,  underwear,  and  so  forth;  so, 
in  view  of  the  fact  that  a  tribal  payment  was  to  be  made  in  the 
spring,  the  subagent  was  authorized  to  let  them  have  $15  and  that 
amount  was  taken  out  of  the  tribal  payment.  I  will  never  do  that 
again. 

Senator  Pine.  You  are  one  of  the  chiefs  that  went  to  Missoula  to 
see  Mr.  Hershey? 

Chief  KoosTATA.  Yes,  sir. 

Senator  Pine.  Who  asked  you  to  go  there  ? 

Chief  KoosTATA.  He  got  me  from  my  ranch,  Louis  Kluey  from 
Arlee. 

Senator  Pine.  W^hat  did  they  say  to  you  in  their  office? 

Chief  KoosTATA.  They  had  me  come.  They  notify  him  and  they 
go  there,  they  would  ask  attorney  for  the  tribe  and  he  was  going  to 
fight  for  water  rights  on  the  reservation  and  they  explain  what 
was  going  to  be  done  and  he  was  glad  to  have  somebody  represent 
the  tribe. 

Senator  Pine.  Did  you  get  any  money  for  that  trip  ? 

Chief  KoosTATA.  No. 

Corie  Hiatt,  being  first  duly  sworn  to  testify  to  the  truth,  the 
whole  truth,  and  nothing  but  the  truth,  testified  in  substance  as 
follows : 

I  have  been  a  farmer  in  the  Jocko  district  for  19  years. 

Senator  Frazier.  There  was  some  statement  made  here  by  some 
of  the  witnesses  that  you  had  in  one  case  fixed  up  an  old  buggy  given 
to  you  for  little  or  nothing  and  that  you  had  sold  it  to  the  Indians ; 
what  do  you  know  about  that? 

Mr.  Hiatt.  Well,  sir,  I  don't  know  anything  about  it.  I  have 
never  soid  an}i:hing  to  the  Indians  except  what  was  left  there  for 
me  to  sell.  Frequently  people  leave  and  they  leave  something  there 
for  me  to  sell.  I  never  made  any  profit  on  anything  for  myself; 
I  never  asked  any  and  never  expected  any.  In  the  past  19  years 
since  I  have  been  there  I  have  sold  quite  a  few  things;  I  could  not 
remember  how  many.  This  spring  I  believe  I  sold  a  buggy  left 
there  by  a  neighbor,  Mr.  Cole.  The  reclamation  man  left  it  there : 
he  is  still  here  on  the  reservation  working  on  the  ditch  somewhere. 
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I  sold  the  buggy  to  Mrs.  Mary  C.  Finley  for  $20.  I  also  sold  a 
horse  belonging  to  J.  O.  Heath  to  an  Indian.  The  horse  was  sold 
for  $Qo;  I  did  not  get  anything  for  selling  it.  I  have  sold  other 
things,  but  I  can  not  recall  to  whom.  I  do  remember  of  selling  a 
buggy  to  Sam  Fiset  but  I  don't  remember  that  particularly.  When 
the  Geological  Survey  got  through  the  man  in  charge  left  me  a  team, 
buggy,  and  harness,  and  I  sold  the  harness  and  horses  to  a  white 
man  and  the  buggy  to  Sam  Fiset. 

Senator  Wheeler.  Is  is  not  against  the  rules  of  the  department 
to  deal  with  the  Indians  and  selling  anything  to  them? 

Mr.  HiATT.  Yes,  sir. 

Senator  Wheeler.  Is  it  not  in  fact  against  the  rules  and  regula- 
tions to  sell  for  anybody  else  ? 

Mr.  HiATT.  No,  sir;  I  never  knew  it  was,  there  has  never  been 
any  objection  to  it. 

Senator  Wheeler.  Did  Mr.  Coe  know  that  you  did  that  ? 

Mr.  HiATT.  I  never  knew  that  he  did. 

Mr.  Moody.  We  had  a  buggy  that  we  had  no  use  for  in  the  camp 
and  I  asked  one  of  the  men  to  see  if  he  could  not  sell  it  to  somebody 
and  get  something  out  of  it,  and  he  said  he  would  see  Mr.  Hiatt  and 
find  out  if  some  Indian  could  use  it.  It  was  a  good  buggy,  and 
they  €ame  and  got  it ;  so  I  suppose  he  found  an  Indian  that  wanted 
it.  I  presume  the  deal  for  the  buggy  was  handled  through  the 
agency. 

Senator  Wheeler.  I  have  no  doubt  that  it  might  have  been  a 
good  deal  for  the  Indian,  but  the  reason  the  department  made  this 
ruling  was  to  prevent  employees  from  dealing  with  the  Indians. 
It  always  leads  to  the  same  conclusion,  they  suspect  there  is  some 
crookedness  going  on.  I  believe  it  is  a  rule  that  should  be  strictly 
enforced. 

Mr.  Hiatt.  Frequently  the  Indians  can  not  pay  cash  for  a  new 
rig  and  very  often  they  ask  me  to  see  if  I  can  not  get  them  a  rig 
somewhere. 

Mr.  Scattergood.  Couldn't  you  tell  the  man  that  had  this  rig  to 
sell  it  himself  without  handling  the  deal  yourself? 

Mr.  Hiatt.  Yes,  sir. 

Mr.  Scattergood.  If  you  had  done  that  in  this  case,  no  one  could 
blame  you  for  handling  the  deal. 

Mr.  Hiatt.  I  know  it. 

Senator  Pine.  One  party  testified  here  that  you  fixed  up  this  old 
buggy  that  you  sold  to  the  Indian  in  the  blacksmith  shop.  They 
testified  you  picked  up  an  old  buggy,  took  it  to  the  Government 
blacksmith  shop  and  fixed  it  up — that  was  the  one  you  sold  to  Mr. 
Fiset,  I  believe? 

Mr.  Hiatt.  We  did  not  do  anything  on  it  in  particular ;  I  think  it 
was  cleaned  up  and  the  tires  tightened — we  did  not  charge  anything 
for  that,  and  I  greased  the  hind  wheels  before  it  was  taken  away 
from  the  agency. 

Senator  Frazier.  Are  there  any  other  people  you  sold  things  to? 

Mr.  Hiatt.  Xot  in  that  way.  I  can't  remember  now  of  anything 
else  I  sold. 

Senator  Frazier.  Did  you  ever  sell  anything  for  your  brother-in- 
law,  a  man  by  the  name  of  Clark? 


3348      SURVEY  OF  CONDITION'S  OF  INDIANS  IN  UNITED  STATES 

Mr.  HiATT.  No,  sir ;  I  never  sold  anythin<j:  for  him  or  through  him. 
He  is  a  farmer  out  in  that  district. 

Senator  Frazier.  The  statement  was  made  here  by  one  of  the  wit- 
nesses that  two  old  women  were  living  in  a  shack  out  here  some  years 
ago,  and  that  you  put  them  out  and  they  did  not  have  any  place  to 
go,  and  that  one  of  them  was  hurt  quite  badly,  her  side  being  hurt, 
and  the  other  had  her  leg  put  out  of  joint  on  account  of  the  rough 
manner  in  which  you  handled  them? 

Mr.  HiATT.  That  is  absolutely  a  lie  from  start  to  finish.  That 
case  was  called  in  court,  and  Mr.  B.  K.  Wheeler,  who  was  a  United 
States  attorney  then,  prosecuted  it;  that  case  was  on  the  calendar 
for  four  years  and  the  judge  finally  dismissed  it. 

Senator  Wheeler.  That  case  was  brought  against  you  in  State 
court  ? 

Mr.  HiATT.  Yes;  but  I  was  supposed  to  be  represented  by  the 
United  States  attorney. 

Senator  Wheeler.  The  department  at  Washington  directed  the 
United  States  attorney  to  represent  you  but  the  case  never  came  to 
trial? 

Mr.  HiATT.  I  think  the  case  was  called  four  or  five  different  times, 
and  the  judge  said  that  if  they  did  not  proceed  with  the  case  it  would 
be  stricken  from  the  record,  and  that  was  done.  Thomas  Malloy 
was  the  special  prosecutor  hired  to  represent  the  Indians  in  that 
case.  The  facts  of  the  case  are  this:  This  Indian  woman  was  not 
living  on  her  allotment,  it  belonged  to  another  w^oman,  and  she 
wanted  to  lease  the  place  and  get  something  out  of  it.  I  built  this 
woman  a  house  to  move  into  and  she  consented  to  move;  later, 
through  agitation  by  somebody  she  refused,  and  consequently  w^hen 
the  time  came  I  took  two  policemen  up  tliere  and  moved  them  out 
against  her  wishes,  although  she  had  prior  to  that  consented  to 
move. 

Senator  Frazier.  There  Avas  a  man  here  to-day  that  testified  you 
beat  his  son  up  with  a  tomahawk,  and  he  exhibited  a  policeman's 
billy  to  the  committee — Sop  Heil  I  believe  was  his  name.  What 
do  you  know^  about  that? 

Mr.  HiATT.  I  never  had  a  billy  in  my  hand  to  strike  anybody  with 
it.  I  did  not  strike  him  or  his  son  or  anybody  else,  neither  did  any 
of  the  policemen. 

Senator  Pine.  He  said  his  son  stole  a  woman,  and  that  lie  would 
give  him  a  talking  to,  and  that  you  agreed  to  that  and  that  later 
you  and  policeman  came  there  and  beat  him  and  his  boy  up? 

Mr.  HiATT.  As  near  as  I  can  remember  now  one  of  the  policemen 
hand  this  billy  in  his  belt  and  it  hung  over  the  side  of  the  car  and 
dropped  off  and  his  son  picked  it  up.  That  is  as  near  as  I  ever  came 
to  have  a  billy.  We  did  not  beat  his  son  up.  We  never  had  any 
occasion  to.  We  did  not  even  go  in  the  house  when  we  went  out 
there.  That  was  10  or  12  years  ago  now,  and  I  am  sure  we  never 
touched  him. 

Senator  Frazier.  How  are  the  people  out  in  your  district  finan- 
cially ? 

Mr.  HiATT.  They  are  worse  off  than  they  have  been  for  a  number 
of  years.  They  are  not  farming  as  much  as  they  used  to,  and  the 
proceeds  from  the  sale  of  timber  is  pretty  well  exhausted.     The  In- 
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dians  don't  work  as  much  as  they  used  to.  Up  to  1916  the  Indians 
did  fairly  good  farming,  in  fact,  they  did  well.  Since  1916  they 
seem  to  agitate  against  the  reclamation  and  do  very  little  farming. 
It  is  part  of  my  duties  to  show  the  Indians  how  to  farm  and  use  the 
water.  They  used  to  come  and  see  me  some  years  ago,  but  not  so 
much  lately.  They  could  do  fairly  well  there  if  they  would  take  the 
time  to  Avork  the  ground  and  put  in  a  crop,  but  many  of  them  do 
not  do  that  and  have  not  been  doing  it  the  last  few  years. 

Senator  Frazier.  AVhat  about  the  liquor  traffic ;  is  anything  done 
to  enforce  the  law? 

Mr.  HiAiT-.  Well,  the  situation  has  never  been  very  good  here. 
I  don't  know  whether  it  is  any  worse  now  than  it  used  to  be ;  I  don't 
believe  it  has  improved  any.  We  try  to  enforce  the  law  the  best  we 
can.  If  they  are  wards  of  the  Government  we  put  them  in  jail  and 
the  others  are  taken  into  court. 

Senator  AYheeler.  A  lot  of  them  were  drunk  here  last  night;  is 
there  a  good  deal  of  drunkenness  around  here  ? 

Mr.  HiATT.  I  believe  there  were.  There  is  a  lot  of  drinking  among 
the  Indians. 

Senator  Wheeler.  Who  does  the  bootlegging  among  them? 

Mr.  HiATT.  That  is  an  unfair  question. 

Senator  Wheeler.  Do  you  know  where  they  get  it  or  don't  you? 

Mr.  HiATT.  I  have  a  pretty  good  idea,  and  I  have  tried  to  prose- 
cute them  but  have  not  been  very  successful. 

Senator  Wheeler.  When  you  take  jouv  cases  into  Federal  court 
do  they  prosecute  them  under  section  3120  or  the  old  prohibition  law? 

Mr.  HiATT.  I  generally  turn  the  prohibition  cases  over  to  the  pro- 
hibition officers,  but  we  have  a  special  officer  who  lives  on  the  reserva- 
tion, Mr.  J.  C.  Curtis ;  he  devotes  his  entire  time  to  liquor  violations. 
To  a  certain  extent  I  try  to  enforce  the  law"  also,  but  I  have  a  great 
man}^  other  kinds  of  work  to  do  besides  that. 

Senator  Wheeler.  What  other  kinds  of  work  do  you  do? 

Mr.  HiATT.  Take  care  of  the  leasing,  handling  complaints  and 
adjustments,  taking  care  of  applications  and  orders  for  withdraw^al 
of  funds,  seeing  that  the  old  and  indigent  are  taken  care  of  in  the 
way  of  food  and  clothing,  trying  to  get  them  to  irrigate  at  the  proper 
time  and  that  they  cut  their  crops  when  ready,  meeting  with  the 
county  commissioners  with  reference  to  roads — there  is  more  or  less 
agitation  about  good  roads — and  taking  care  of  the  detail  work  in 
the  office. 

Senator  Wheeler.  How  many  Indian  farmers  have  you  that  use 
water  ? 

Mr.  HiATT.  About  30,  I  believe. 

Senator  Wheeler.  What  do  you  think  about  the  prohibition  law 
here  on  the  reservation;  don't  you  believe  it  can  be  enforced? 

Mr.  HiATT.  I  don't  know.     It  is  not. 

Senator  Wheeler.  Well  you  ought  to,  you  are  an  officer  here.  I 
have  put  the  case  up  to  Mr.  Curtis  and  he  said  it  is  no  use  to  take 
cases  up  to  Judge  Bourquin,  he  will  just  throw  it  out  and  bawl  me 
out  the  same  as  he  does  with  anybody  else  that  brings  in  a  liquor 
case. 

Senator  Wheeler.  Haven't  you  taken  any  cases  up  there  yourself? 

Mr.  HiATT.  Not  for  a  good  many  years;  no,  sir.  The  last  case  I 
had  in  Federal  court  was  a  case  of  cattle  stealing.     I  Avent  before  the 
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grand  jury  with  it  and  the  case  was  absolutely  correct — Hagen  was 
your  assistant  then,  wasn't  he? 

Senator  Wheeler.  No;  not  mine. 

Mr.  HiATT.  Well,  he  just  bawled  me  out  in  front  of  the  Federal 
grand  jury  and  it  was  taken  up  further  by  the  superintendent 
through  the  Indian  office  and  a  case  was  made,  only  the  fellow  ran 
away  and  I  did  not  get  ahold  of  him.  I  refrain  from  taking  liquor 
cases  before  the  Federal  court;  I  don't  like  to  do  it  as  we  have 
Federal  officers  here  to  do  that ;  although  I  assist  Mr.  Curtis  because 
it  is  my  duty. 

Senator  Wheeler.  How  many  convictions  have  you  had  in  liquor 
cases  before  the  Federal  or  district  court  in  the  last  year? 

Mr.  HiATT.  Well,  I  can't  recall  but  one  case  of  bootlegging  in 
Federal  court,  that  was  turned  over  to  Mr.  Curtis,  and  I  believe  the 
party  got  a  sentence  of  $125  fine  and  90  days  in  jail.  Of  course  you 
understand  there  are  cases  come  up  and  I  don't  know  anything  about 
them. 

Senator  Wheeler.  Well,  we  never  had  any  trouble  when  I  was 
United  States  district  attorney  getting  liquor  cases  handled  in  the 
Federal  court. 

Mr.  Hi  ATT.  I  think  there  is  more  bootlegging  now  than  there  was 
then.  Bootlegging  is  worse  on  the  reservation  since  prohibition 
went  into  effect ;  then  the  Indians  used  to  buy  their  whisky  and  drink 
it ;  now  they  are  selling  it. 

Senator  Frazier.  You  mean  to  say  that  the  Indians  are  bootleg- 
ging on  this  reservation? 

Mr.  Hi  ATT.  Yes,  sir ;  they  are — lots  of  them.  We  try  to  catch  them 
at  it  but  they  keep  their  stills  out  along  the  creeks,  and  we  can't 
stay  in  the  hills  all  the  time  to  watch  them.. 

Senator  Frazier.  If  bootlegging  is  getting  worse  and  is  being 
done  by  the  Indians,  it  seems  to  me  that  it  is  the  fault  of  the  officers 
on  the  reservation,  the  superintendent  and  the  special  officer,  and  it 
does  not  look  to  me  as  if  the  proper  effort  is  being  made  to  clean  up 
the  situation? 

Mr.  HiATT.  Well,  when  we  pick  them  up  they  usually  get  freed  in 
some  way,  and  I  don't  know  what  more  we  can  do. 

Senator  Frazier.  Well,  you  said  you  did  not  like  to  make  arrests 
in  liquor  cases,  and  of  course  if  a  person  does  not  like  to  enforce 
the  law  he  does  not  do  it. 

Mr.  HiATT.  I  have  other  work  to  do.  I  have  spent  lots  of  time 
on  it,  and  you  don't  get  much  encouragement  when  nothing  comes 
of  a  case. 

Senator  Frazier.  That  seems  to  be  the  trouble  with  all  the  other 
enforcement  officers — they  don't  like  to  do  it,  and  apparently  they 
don't,  otherwise  situations  like  this  would  not  exist.  Have  you 
ever  reported  these  cases  to  the  Prohibition  or  Indian  Department 
at  Washington? 

Mr.  Hiatt.  No,  sir. 

Senator  Frazier.  Well,  it  seems  to  me  that  it  is  your  duty  as  an 
officer  to  at  least  report  them  to  the  superintendent,  and  if  you 
can't  get  proper  cooperation  from  the  United  States  district  attorney 
and  the  judge  in  the  enforcement  of  the  prohibition  law  it  would 
be  your  duty  and  the  duty  of  the  superintendent  to  report  it  to 
Washington. 
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Mr.  HiATT.  To  whom? 

Senator  Frazier.  Either  to  the  Prohibition  Department  or  the 
Indian  Department ;  and  I  think  it  should  be  done. 

Mr.  HiATT.  I  will  do  it.  The  superintendent  has  given  me  the 
figures  on  violations  of  the  national  prohibition  act — ^there  were  3 
Indians  and  30  whites  convicted  during  the  last  year.  The  sen- 
tences imposed  are  not  shown  on  this  report,  but  they  would  prob- 
ably range  from  $5  to  $300  fine  and  jail  sentences  from  30  days 
to  6  months.  This  includes  only  the  cases  taken  to  Federal  court. 
None  of  these  cases  were  handled  in  our  Indian  police  court. 

Senator  Frazier.  What  about  it,  Mr.  Coe;  don't  you  think  that 
the  liquor  laws  can  be  enforced  on  this  reservation  ? 

Superintendent  Coe.  AVell,  I  think  they  have  been  better  than  in 
any  other  part  of  the  State. 

Senator  Frazier.  Well,  I  will  say  this — that  this  is  the  first  hear- 
ing we  have  held  on  any  reservation  where  Indians  have  appeared 
in  the  room  under  the  influence  of  liquor,  and  according  to  the  re- 
ports we  have  there  were  a  number  of  them  around  on  the  streets 
drunk  last  night. 

Sid  Ward,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows : 

T  live  at  Hamilton,  Mont.;  have  lived  there  for  a  number  of 
years. 

Senator  Wheeler.  You  heard  the  statement  made  here  by  one  of 
the  witnesses  that  a  bunch  of  Indians  were  berry  picking  over  at 
your  place  and  that  you  got  them  to  go  to  Missoula  or  some  place 
else ;  can  you  tell  us  about  that  ? 

Mr.  Ward.  I  never  took  them  to  Missoula.  Martin  Charlo,  the 
chief,  wrote  to  me  to  come  to  Hershey's  office  and  inclosed  a  copy 
of  Mr.  Hershey's  letter.  I  did  not  bring  that  letter  with  me  as  I 
did  not  know  it  would  be  called  for. 

Examination  by  Senator  Wheeler: 

Question-  You  knew  perfectl}^  well  it  would  be  called  for;  you 
were  told  to  bring  all  the  books  and  papers  relative  to  this  matter  ? 

Answer.  JSTo,  sir;  I  did  not  know  that  it  was  necessary.  I  asked 
Magnussen  if  he  knew  the  nature  of  the  hearing  and  he  said  he  had 
no  idea. 

Question.  What  took  place  at  Missoula  when  you  were  up  there? 

Answer.  They  were  in  session  up  there  when  I  arrived ;  they  were 
in  Hershey's  office,  about  30  Indians;  they  were  writing  a  tentative 
agreement,  Mr.  Hershey  being  an  attorney  as  far  as  I  know.  A^^ien 
I  came  in  they  all  stepped  up  and  shook  hands  with  me,  and  in  10 
minutes  or  so  Mr.  Hershey  resumed  writing  on  the  agreement. 

Question.  What  agreement? 

Answer.  A  tentative  agreement  to  employ  him  as  attorney  with  the 
provision  that  in  60  days  he  could  be  discharged  and  the  salary  to 
be  paid  was  to  be  left  to  a  committee  of  Indians  to  be  fixed. 

Question.  How  did  you  come  to  call  up  Mr.  Kerr,  of  the  Montana 
Power  Co.,  and  ask  him  to  come  down  there? 

Answer.  It  was  some  item  I  saw  in  a  newspaper  that  when  the 
power  site  was  leased  that  30  per  cent  was  going  to  the  Indians  and 


3352      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

the  rest  to  the  reclamation,  and  it  does  seem  plain  that  practically 
everything  was  taken  away  from  them.  Kastoota,  the  chief,  was 
camped  at  my  place  and  I  told  him  about  it,  and  he  said,  "  You 
better  try  and  get  hold  of  these  people  and  see  if  you  can  deal  with 
them,"  and  I  told  him,  "  You  better  do  that  yourself  " ;  so  Kastoota 
«nd  Michel  talked  with  the  Indians. 

There  was  a  bunch  of  them  picking  berries  there  at  the  time 
and  they  came  back  and  saw  me  and  said  they  w^ould  like  to  have 
a  chance  to  talk  with  these  people  about  the  lease,  and  they  asked 
me  to  call  one  of  the  officers  of  the  Montana  Power  Co.  by  phone 
and  see  if  one  of  them  would  not  come  down  and  talk  to  them 
about  it.  I  did  not  know  any  of  them,  I  had  never  personally  met 
any  of  them,  but  I  called  up  and  told  them  that  I  would  like  to 
talk  to  some  of  their  officers  about  the  powder  site,  about  the  permit, 
as  the  Indians  want  them  to  build  and  they  were  not  permitted  to 
build. 

Question.  Who  was  present  besides  yourself  in  Hershey's  office? 

Answer.  About  30  Indians  I  should  judge. 

Question.  Any  other  white  man  present  besides  yourself? 

Answer.  Mr.  Coe  and  Mr.  Hershey. 

Question.  Did  you  stay  there  all  the  time  ? 

Answer.  No. 

Question.  How  long  were  you  there  ? 

Answer.  I  staj^ed  in  town  two  days,  but  I  was  in  the  office  only 
a  short  time. 

Question.  The  Indians  were  there  how  long  ? 

Answer.  Two  days.  They  started  to  come  and  some  of  the  In- 
dians went  after  that. 

Question.  Where  were  the  Indians  stopping  at  Missoula? 

Answer.  As  far  as  I  know  Charles  Michel  and  Martin  Charlo 
stopped  at  that  old  house  across  from  the  N.  P.,  because  I  drove 
down  there  in  a  car. 

Question.  Where  did  they  get  the  money  to  pay  their  hotel  bills? 

Answer.  I  don't  know,  I  am  sure.    I  did  not  pay  it. 

Question.  Then  the  reason  that  you  came  down — did  you  take 
one  of  the  Indians  with  you  ? 

Answer.  No,  no,  never.  I  came  from  my  home  to  Missoula;  I 
had  not  seen  any  of  the  Indians  for  six  months. 

Question.  One  of  the  Indians  here  made  a  statement  to  me  that 
you  had  taken  one  of  the  Indians  to  Hershey's  office? 

Answer.  No;  they  were  all  present  when  I  got  there.  Martin 
Charlo  asked  me  to  come  down  and  look  over  the  papers.  He  wrote 
a  letter  and  asked  me  to  come  down. 

Mary  Olive  White,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance  as  follows : 

I  live  at  Big  Arm;  I  am  a  member  of  this  band.  My  mother 
died  when  I  was  a  baby,  and  she  had  allotment.  It  was  settled 
and  my  father  and  my  sister  and  myself  was  to  get  one-third.  I 
have  been  married  eight  years  and  I  never  get  anything  out  of  my 
allotment,  which  joins  his,  and  I  had  to  fence  it  off,  and  he  says  if 
I  expect  to  raise  a  crop  how  can  I  fence  it,  and  I  should  not  get 
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my  part  of  the  estate.     I  got  this  from  Mr.  Coe;  he  would  not  do 
anything. 

Examination  by  Senator  Frazier  : 

Question.  How  old  is  your  sister  ? 

Answer.  Twenty-seven  in  April ;  18  months'  difference. 

Question.  How  long  ago  did  your  mother  die  ? 

Answer.  Eighteen  years  ago;  the  estate  is  settled  and  never  di- 
vided to  each  one  separately — each  one  got  one-third. 

Senator  Frazier.  What  do  you  know  about  that,  Mr.  Coe^ 

Answer  (by  Mr.  Coe).  It's  a  family  row;  two-thirds  of  the  family 
can  sell  it  and  two-thirds  don't  want  to  sell  it. 

Question.  What  does  your  sister  want  to  do  about  it? 

Answer  (by  Mary  Oli\^e  White).  She  said  father  can  have  it,  too, 
as  far  as  she  is  concerned,  she  has  no  use  for  it. 

Question.  You  better  talk  it  over  with  Mr.  Coe  again  and  see  if  he 
can  straighten  it  out. 

Answer.  There  is  about  the  fence,  too. 

Question.  On  your  own  allotment,  you  mean  ? 

Answer.  On  the  land ;  yes. 

Senator  Frazier.  How  about  that,  Mr.  Coe  ?  Does  a  person  own- 
ing an  allotment  have  to  build  a  fence  all  around  or  does  the  Indian 
living  next  to  it  have  to  build  half  ? 

Superintendent  Coe.  No;  I  don't  think  they  do.  Of  course,  in 
most  cases  they  get  together  and  maintain  the  fence,  and  in  case 
one  refuses,  I  believe,  the  other  has  to  build  the  fence. 

Mary  Olive  White.  You  told  me  if  I  expect  to  have  crop  1 
have  to  build  fence. 

Senator  Frazier.  If  they  don't  do  anything  about  it  you  take  it 
up  wdth  me  or  write  Senator  Wheeler,  and  it  will  be  taken  up  with 
the  legal  department.  It  will  be  i^ut  up  to  the  attorneys  in  the 
department. 

Mary  Olive  White.  Just  so  it  is  fixed.  I  will  have  the  fence 
then. 

Senator  Frazier.  Well,  the  reservation  does  not  come  under  State 
law.     We  have  no  authority  on  that. 

Marion  Deschamp,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance  as  follows : 

I  live  8  miles  north  of  here  and  my  mother  has  allotment  of 
about  9  or  10  acres.  She  wanted  some  water  to  irrigate  with,  so  we 
see  the  ditch  rider  and  get  us  application  blank  to  fill  out,  and  he 
said  we  could  not  get  no  water  unless  we  paid  the  whole  amount  on 
the  80  acres,  57  acres  in  the  reclamation.  My  mother  have  no  patent 
in  fee.  So  he  said  I  talk  to  Coe  and  if  he  said  all  right  she  will  get 
the  water  on  10  acres,  and  one  of  the  officers  phoned  to  him  and  said 
he  would  have  to  have  the  pay  on  the  whole  80  acres  in  order  to  get 
water  on  the  10  acres.  I  think  it  was  when  Mr.  Tabor  was  engineer, 
he  was  to  give  her  10  acres  some  place  for  the  damage  they  done  on 
this  80  acres ;  the  contract  said  it  lacked  400  feet  of  being  2  miles. 
He  said  maybe  he  would  give  us  10  acres  for  damage  for  that.  I 
never  take  that  up  with  Mr.  Moody ;  Mr.  Tabor  was  the  engineer. 
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Senator  Frazier.  Well,  you  better  take  it  up  with  Mr.  Moody 
and  if  they  don't  do  anything  about  it  write  to  Senator  Wheeler  or 
myself  about  it  and  we  will  try  to  straighten  it  out  for  you. 

Henry  Matt,  sworn  to  testify  to  the  truth,  the  whole,  and  nothing 
but  the  truth,  testified  in  substance  as  follows : 

Senator  Frazier.  What  statement  do  you  want  to  make  to  the 
committee  ? 

Mr.  Matt.  When  the  Flathead  Tribe  moved  from  the  Bitter  Koot 
Valley  under  the  treaty  of  1855  the  Indians  were  to  have  the  land 
in  the  Flathead  for  all  time  and  we  were  to  have  free  hunting  and 
fishing  rights.  After  that  the  reclamation  come  in  and  appropriated 
the  irrigation  ditches  that  the  Indians  had  made  themselves  and  were 
using,  and  they  built  big  ditches  and  assessed  the  Indians  land  for 
them,  and  if  the  Indians  wanted  w^ater  from  the  big  ditch  they  had 
to  pay  for  it.  Then  the  construction  charges  of  building  the  recla- 
mation project  were  assessed  against  the  Indians'  land  and  that 
amounts  to  so  much  now  that  the  land  can  not  be  sold  for  anything. 
A  lot  of  the  Indians  were  issued  patents  in  fee  for  their  land  and 
most  of  them  have  lost  their  land.  If  we  want  to  hunt  or  fish  now 
we  have  to  pay  license  and  if  we  want  to  use  our  own  water  we  have 
to  pay  for  it.  The  Indians  have  never  been  paid  for  the  land  they 
took  away  from  them  when  they  built  the  reclamation  and  they 
took  all  the  water  away  from  us.  When  the  Indians  were  moved 
into  the  Jocko  district  there  was  a  ditch  built  45  years  ago  and  the 
Indians  were  using  that  ditch  in  farming  and  the  reclamation  took 
possession  of  it  and  all  the  water  that  belonged  to  the  Indians, 
that  was  made  with  their  own  labor  and  all  they  got  for  it  was 
stones.  Their  rights  were  taken  aw^ay  by  the  reclamation  project. 
Before  the  reclamation  came  in  the  Indians  were  in  good  shape, 
they  were  good  farmers  and  had  lots  of  cattle  and  were  irrigating 
their  crops,  and  the  Indians  in  the  Jocko  district  were  getting  along 
fine. 

Now  the  Indians  have  lost  their  land  and  most  of  them  are  broke, 
and  if  the  Indians  that  hold  their  land  have  to  pay  the  construction 
charges  they  will  be  broke,  too.  The  reclamation  project  has  been 
of  no  benefit  to  the  Indians  and  they  would  be  a  lot  better  off  if 
they  never  had  it.  Another  complaint  I  have  to  make  is  for  Chief 
Charlo,  Martin  Charlo  is  his  successor,  and  Canning  moved  them 
from  the  Bitter  Root  Valley,  and  the  Indians  were  to  get  enough 
money  to  build  their  own  ditch,  and  there  was  a  little  money  appro- 
priated and  the  Indians  signed  a  contract  to  work  themselves,  and 
they  worked  on  the  ditch  and  completed  it  and  started  farming  and 
finally  in  time  they  got  a  little  threshing  machine  and  separator 
and  run  it  many  years,  a  little  portable  engine  and  the  Indians 
were  threshing  from  1,500  to  2,000  bushels,  each  farmer,  and  the 
Indians  had  fence  and  buildings.  I  was  present  when  Canning 
made  a  bargain  with  Chief  Charlo  that  if  he  would  have  the 
privilege  of  selling  it  he  would  build  the  chief  a  home  close  to  the 
old  agency  on  6  acres  of  ground,  and  Doctor  Hintmann  remembers 
that,  and  it  was  contracted  to  build,  and  it  was  not  according  to 
specifications.  At  that  time  I  was  official  interpreter  and  chief  of 
police  of  the  Government,  and  after  that  I  became  issue  clerk  for  the 
Government  and  they  were  giving  rations  and  they  probably  give 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3355 

them  for  20  years.  The  Indians  all  showed  good  improvement 
as  when  they  needed  a  threshing  machine  and  in  connection  with 
all  those  things  they  fell  down,  then  on  top  of  all  that  the  reclama- 
tion went  to  work  and  took  possession  of  all  their  ditches  again 
and  began  charging  the  poor  Indians  and  they  had  to  quit  farming 
and  now  they  are  poor  and  can  not  pay  their  ditch  expenses. 

Therefore,  I  wish  to  say  that  the  Indians  do  not  get  what  belongs 
to  them,  and  I  am  glad  that  they  met  you  people,  and  I  wish  you 
would  see  that  the  Indians  get  free  water  what  belongs  to  them  and 
give  back  to  them  in  other  words,  what  our  treaty  of  1855  give  to 
the  Indians,  the  dividing  water  of  the  Rocky  Mountains  and  in  con- 
nection also  their  hunting  and  fishing  ground  that  was  taken  away 
from  them  and  starved  them,  and  we  want  what  was  given  to  us  as 
a  nation  of  this  confederated  tribes ;  that  was  promised  by  President 
Buchanan  in  1855.  I  w^as  a  delegate  of  the  nation  tribe  just  the 
same  as  Mr.  Grant  is  for  representative  of  that  territory,  that  is  the 
same  foundation.  Therefore,  I  don't  think  we  have  been  treated 
right  by  the  Government  under  the  treaty  of  1855  which  the  Presi- 
dent signed.  I  believe  that  our  Senator  Wheeler  has  done  all  he 
could  do  in  his  power  to  defend  us,  but  we  can  never  get  together 
with  our  tribal  council  and  the  chief.  It  is  natural  with  us  people 
that  we  want  our  chief.  The  only  thing  we  have  left  now  is  the  power 
site,*  and  they  want  to  take  that  away  from  us,  too.  It  was  under  the 
treaty  that  the  dividing  waters  belong  to  the  tribe  until  the  end  of 
time  and  that  was  including  the  power  site.  Under  the  treaty  it 
was  to  be  that  when  they  were  to  do  anything  on  the  reservation  the 
Government  would  counsel  wdth  the  tribal  council  and  the  Indians, 
but  they  have  never  counselled  with  the  tribal  council  about  any- 
thing. The  reservation  was  throw^n  open  and  the  reclamation  come 
in  here  and  they  never  ask  the  Indians  anything  about  it,  and  the 
reclamation  come  in  and  took  our  lands  and  our  ditches  and  then 
make  us  pay  for  the  water  which  is  our  own. 

Senator  Wheeler.  Now,  in  the  third  paragraph  you  made  the 
complaint,  Kendrick  has  it,  that  four  and  three-fourths  millions 
were  taken  out  of  the  tribal  fund.    When  was  that  ? 

Mr.  Matt.  That  was  since  1912.  The  first  act  that  went  into 
Congress  they  appropriated  $750,000,  and  the  second  year  it  was 
$500,000,  and  it  kept  figuring  up  until  it  was  four  and  three-fourths 
millions.  We  did  not  even  get  the  interest,  and  if  it  ever  went  into 
the  Congressional  Record  I  never  seen  it,  and  I  never  know  if  it 
has  been  paid  back  to  the  Indians,  and  I  call  Mr.  Coe's  attention  to 
it  and  he  said  that  was  true. 

Senator  Wheeler.  As  I  understand  it,  they  appropriated  money 
belonging  to  the  Indians  for  the  purpose  of  building  the  reclamation 
project  ? 

Mr.  Matt.  Yes. 

Senator  Wheeler.  But  since  that  time  they  have  paid  back  that 
monev  that  they  appropriated  out  of  the  tribal  fund  back  into  the 
tribal  fund? 

Mr.  Matt.  I  don't  see  no  account  of  it. 

Senator  Wheeler.  But  did  not  pay  you  any  interest  ? 

Mr.  Matt.  No.  The  prohibition  law  is  not  enforced  on  the  res- 
ervation. We  made  complaint  to  Mr.  Coe  and  Chief  Martin  Charlo 
about  buying  liquor  and  drinking  and  there  has  been  much  disturb- 
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ance,  but  it  seems  they  do  not  mtich  because  under  the  State  act 
and  the  Federal  act  before  we  can  convict  a  man  we  shall  prove 
where  he  makes  it  and  we  shall  bring  witnesses,  and  we  have  to  wait 
for  a  man  until  we  find  where  he  makes  it  and  have  a  man  buy  it 
there  before  he  can  be  convicted. 

Senator  Wheeler.  Under  section  3120  of  the  old  law  they  can  be 
prosecuted  for  having  liquor  in  their  possession  on  the  reservation. 
Who  sells  this  liquor  to  the  Indians  ? 

Mr.  Matt.  There  is  a  number  of  them. 

Senator  Wheeler.  Well,  you  don't  have  to  find  out  where  they 
made  it.  They  can  be  prosecuted  under  that  law  and  if  convicted 
are  liable  to  a  fine  of  $200  and  60  days  in  jail. 

Mr.  Matt.  Well  Chief  Charlo  make  that  complaint  and  Mr.  Coe 
tell  him  that.  I  was  chief  of  police  for  the  Government  for  about  18 
years  I  was  in  the  Government  service,  that  was  40  years  ago,  then  I 
was  issue  clerk. 

Mr.  Moody  recalled  for  further  examination. 

Senator  Wheeler.  You  spoke  to  us  about  a  big  ditch,  tell  us 
about  that. 

Mr.  Moody.  That  is  a  ditch  that  has  been  dug  to  let  the  water  into 
the  9-pipe  reservoir  but  they  claim  it  cost  $18,000  and  it  has  never 
been  used  since  I  have  lived  on  the  project,  they  run  the  water  down 
a  natural  reservoir  to  fill  the  reservoir,  that  is  charged  up  against 
the  constructions  charges.  The  ditch  has  not  been  used  but  it  will  be 
next  year  if  plans  to  complete  it  are  carried  out.  There  is  a  drop  of 
25  to  30  feet  in  600  feet  which  is  too  much  drop. 

Examination  hj  Senator  Wheeler: 

Question.  I  understood  you  to  say  that  you  can  raise  3  tons  of 
alfalfa  to  the  acre — on  how  many  acres  of  this  reservation  can  you 
raise  3  tons  to  the  acre  ? 

Answer.  We  were  talking  at  that  time  about  what  a  man  could  do  if 
he  watered  his  crop  properly.  I  did  not  mean  to  say  that  they  could 
do  that  on  the  average,  the  average  I  believe  would  be  closer  to  2i/2 
tons,  but  a  lot  of  land  won't  raise  that  much.  I  could,  however, 
if  it  was  irrigated  properly. 

Question.  There  was  a  man  testified  here  awhile  ago  that  he  could 
not  raise  over  II/2  tons  under  irrigation? 

Answer.  I  don't  understand  why  he  could  not. 

Question.  Well,  is  it  not  a  fact,  Moody,  that  there  are  more  farmers 
on  this  reservation  raising  less  than  2  tons  than  there  are  farmers 
raising  more  than  that? 

Answer.  Well,  around  Charlo  and  Long  Pitch  there  are  a  lot  of 
them  raising  3  tons — there  are  quite  a  few  of  them.  I  think  Mr. 
Delwell,  the  secretary  of  the  Flathead  district  is  in  the  house,  he 
could  tell  you  about  that. 

Joel  H.  Newton,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance  as  follows : 

I  have  160  acres  of  land  all  under  the  ditch.  I  do  not  use  Avater 
on  all  of  it  because  it  is  too  rocky.  Water  is  used  on  150  acres  and 
the  other  10  acres  no  water  is  used  on,  but  I  have  to  pay  for  water 
on  the  whole  thing,  both  maintenance  and  construction.  I  have  some 
of  the  most  fertile  land  under  the  project,  better  in  my  opinion  than 
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the  average,  and  during  the  16  years  that  I  have  been  here  the  best 
crop  I  ever  had  was  60  bushels  of  wheat  on  20  acres.  The  average 
will  be  closer  to  20  bushels  to  the  acre.  I  don't  believe  that  alfalfa 
will  average  over  a  ton  and  a  half.  I  am  basing  that  on  what  I  can 
get  out  of  my  land  and  w^hat  I  have  seen  and  heard — I  don't  believe 
it  will  make  over  a  ton  and  a  half.  I  am  familiar  with  most  of  the 
farms  in  this  district  and  I  don't  know  of  any  of  the  farmers  getting 
3  tons  of  alfalfa  to  the  acre,  although  I  have  heard  that  some  of 
them  are  getting  it  over  in  the  Moese. 

Senator  Wheeler.  You  are  one  of  the  most  successful  farmers  in 
this  district? 

Mr.  Xewton.  I  don't  know;  I  manage  to  live. 

Senator  Wheeler.  What  did  you  pay  for  your  land? 

Mr.  Newtox.  I  paid  $50  an  acre  for  it  and  there  are  construc- 
tion charges  against  it  now  of  $65  an  acre.  The  land  has  cost  me 
$100  an  acre  without  the  construction  charge,  and  if  I  should  try  to- 
sell  it  now  I  could  probably  get  $50  an  acre,  that  is  not  making 
mone}^  very  fast. 

Senator  Pine.  How  much  wheat  did  you  get  per  acre  this  year? 

Mr.  Xew^tox.  Not  over  10  bushels.  I  irrigated  twice  this  year,, 
early  in  the  spring  and  the  2d  day  of  June.  I  was  supposed  to  get 
all  the  water  I  want,  and  I  went  and  asked  the  ditch  rider  last 
week  and  he  said  he  would  like  me  to  get  what  I  could.  If  I  had  a. 
full  head  of  water  I  would  have  done  more  but  I  only  got  about 
two-thirds.  We  are  supposed  to  have  all  the  water  we  want 
through  the  season,  but  if  they  do  not  have  it  we  can't  get  it.  The 
water  cost  $2  an  acre  and  we  pay  our  maintenance  charge  as  we 
go  along. 

Elmer  E.  Hershey,  sworn  to  testify  to  the  truth,  the  whole  truth,, 
and  nothing  but  the  truth,  testified  in  substance  as  follows : 

I  am  a  practicing  attorney  and  have  resided  at  Missoula  for  3& 
years.  I  understand  you  want  me  to  make  a  statement  in  regard  to 
something  that  Avas  said  here  by  one  of  the  witnesses.  Some  wit- 
ness, and  Senator  Wheeler  I  believe,  made  some  reference  to  me 
and  I  believe  I  ought  to  have  an  opportunity  to  make  a  statement.. 

Senator  Wheeler.  Go  ahead,  make  your  statement. 

Mr.  Hershey.  I  might  say  briefl}^  that  Octave  Couture,  like  other 
Indians,  had  vast  water  rights  in  the  Jocko  Valley.  There  are  quite 
a  number  of  them  who  have  since  sold  to  white  men.  I  have  one  of 
those  cases,  and  in  running  the  evidence  down  I  had  to  go  to  the 
defendants  for  everything,  and  I  was  just  about  finishing  it  up- 
when  the}^  said  to  me,  "  We  have  similar  cases  on  the  reservation ;. 
can't  you  help  us  out?  "  No,  I  said;  you  are  wards  of  the  Govern- 
ment and  have  to  go  to  court,  and  I  don't  want  to  butt  in  on  the- 
Government's  business.  Let  Mr.  Coe  handle  it  for  you.  Possibly 
Mr.  Coe  called  me  up  and  asked  me  to  come  down  and  bring  Martin. 
Charlo  with  me,  and  I  found  15  or  20  Indians  there,  and  we  dis- 
cussed the  situation  at  some  length,  and  I  said  I  could  not  represent, 
them  unless  I  was  given  authority.  So  they  finally  wrote  me  a. 
letter;  I  know  it  was  not  in  proper  form  but  I  sent  it  to  the  depart- 
ment at  Washington.  A  certain  group  of  Indians  signed  a  letter 
asking  me  to  represent  them  in  any  litigation  which  they  might  have; 
over  water  rights  and  they  mentioned  other  matters. 
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Senator  Wheeler.  Would  you  tell  us  what  tjie  nature  of  the  liti- 
gation was  they  wanted  you  to  do  because  of  the  fact  that  I  want  to 
determine  whether  or  not  it  was  the  duty  of  the  Government  itself 
through  its  own  legal  department  to  bring  this  litigation  to  protect 
the  Indian  ? 

Mr.  Hershey.  Do  you  want  me  to  answer  my  opinion  or  tell  the 
facts? 

Senator  Wheeler.  Tell  the  facts. 

Mr.  Hershey.  The  Indians  claimed  to  have  dug  their  own  ditches 
many  years  ago;  they  were  trust  patent;  and  then  when  the  reclama- 
tion came  along  these  ditches  were  taken  away  from  them  and  for 
a  long  time  they  thought  there  was  to  be  no  charge  for  water,  but 
later  there  was  a  maintenance  charge  put  against  them  and  they 
felt  that  they  were  just  as  much  entitled  to  free  water  as  the  white 
man  who  bought  their  land,  and  that  was  the  main  principle  I  took 
up.  They  also  discussed  the  fact  that  there  were  factions  on  the 
reservation,  and  we  discussed  if  there  was  any  possibility  of  bringing 
about  harmony.  This  was  discussed  at  this  meeting  we  had  at  the 
agency.  The  meeting  was  called  and  we  were  called  down  to  the 
agency  by  Mr.  Coe.  These  Indians  were  there,  I  think  principally 
the  group  I  have  been  talking  with,  as  they  were  all  Jocko  people, 
and  Martin  Charlo,  as  I  understand,  is  the  head  chief  of  the  Flat- 
head Tribe  and  Nation. 

Senator  Wheeler.  You  understood  that  the  office  of  chief  is  not 
an  elective  office  and  that  the  chief  holds  that  office  merely  because 
of  the  fact  that  his  father  or  grandfather  was  a  chief  ? 

Mr.  Hershey.  I  did  not.  I  understand  he  was  elected  to  that 
office,  at  least  I  have  been  so  told. 

Senator  Wheeler.  Well,  your  understanding  is  wrong. 

Mr.  Hershey.  Maybe  so.  The  letter  was  written  and  I  sent  it 
to  the  department  and  it  brought  the  desired  result;  I  was  informed 
how  to  appear ;  that  is  they  sent  me  a  circular  as  to  the  admission  of 
lawyers  to  practice  and  so  forth — they  sent  me  a  mimeograph  letter. 

Senator  Wheeler.  Didn't  it  tell  you  in  that  letter  you  received 
that  before  you  could  be  recognized  that  you  would  have  to  have 
the  tribal  council  employ  you? 

Mr.  Hershey.  I  don't  think  there  was  anything  of  that  kind  in 
the  letter. 

Senator  Wheeler.  Have  you  got  that  circular  letter  with  you  that 
was  sent  out? 

Mr.  Hershey.  I  have  at  home ;  it  is  not  with  me. 

Senator  Wheeler.  Well,  give  us  your  recollection  of  what  that 
circular  letter  contained. 

Mr.  Hershey.  On  that  subject  I  don't  know  the  tribal  council  or 
business  committee  was  mentioned.  In  fact,  I  am  not  prepared  at 
this  time  to  say  just  what  was  contained  in  that  letter.  I  am  under 
the  impression  either  in  that  letter — not  in  the  circuhir,  but  in  the 
letter  to  me — I  was  told  that  the  tribal  council  of  the  Flathead  Tribe 
here  had  been  asked  by  the  department. 

Senator  Wheeler.  Who  signed  that  letter? 

Mr.  Hershey.  The  bureau  signed  one  and  Governor  Dixon  signed 
the  other  one. 

Senator  Wheklkh.  Of  course,  if  Burke  had  his  way  he  would  have 
squelched  every  tribal  council  in  the  United  States? 
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Mr.  Hershey.  I  don't  know  anything  about  that. 

Senator  Wheeler.  You  say  Governor  Dixon  wrote  you? 

Mr.  Hershey.  I  sent  the  letter  to  Governor  Dixon  and  he  sent 
it  to  the  department.  Mr.  Burke  wrote  him  a  letter  and  Mr.  Dixon 
wanted  my  letter. 

Senator  Wheeler.  Did  the  letter  state  that  the  tribal  council  had 
been  asked? 

Mr.  Hershey.  It  was  30  or  40  days  later. 

Senator  Wheeler.  Just  a  minute 

Mr.  Hershey.  I  don't  want  to  say  Avhat  was  in  that  letter ;  it  may 
have  come  to  me  verbally ;  anyway  I  knoAv  I  got  the  impression  that 
the  tribal  council's  permission  was  secured  in  Washington. 

Senator  Wheeler.  Will  you  forward  to  the  committee  the  letter 
you  wrote  to  Mr.  Burke  and  Mr.  Dixon  and  the  replies  received  to 
such  letters,  and  also  a  copy  of  the  circular  you  received  ? 

Mr,  Hershey.  Yes,  sir.  Anyhow,  the  matter  came  back  and  I 
understand  the  department  at  Washington  paid  no  attention  to  the 
tribal  council  here.     Anyway,  I  got  the  impression 

Senator  Wheeler.  That  is  quite  apparent — they  have  not  any- 
where. 

Mr,  Hershey.  I  got  the  impression,  both  from  Washington  and 
here,  and  when  I  came  back  I  did  not  pay  any  attention  and  did  not 
see  why  I  should  go  to  them,  and  they  had  not  had  a  meeting  for  a 
long  time.  They  had  a  meeting  about  a  year  ago,  I  understand,  but 
I  was  not  told  about  it  for  a  long  time  after.  I  was  told  they  tried 
to  get  counsel  and  tried  to  get  an  election,  but  did  not  do  it.  Anyhow, 
I  followed  that  whether  it  was  right  or  wrong,  I  had  nothing  against 
the  tribal  council;  I  know  some  of  them,  so  later  I  Avent  to  Mr.  Coe 
and  I  said  I  want  the  chief  men  of  the  tribe  and  he  gave  me  three 
letters  to  the  chiefs  and  subchiefs,  and  wrote  them  a  letter  and  left 
it  to  them  to  begin  to  follow  that  up  as  they  saw  fit,  and  five  of  the 
council  came  there  at  that  meeting,  five  of  the  tribal  council :  Michell, 
Martin  Charlo,  Kastoota,  Couture,  and  Andrew  Bullhead.  Mr,  Cou- 
ture sent  one  man,  I  don't  know  his  name,  after  the  officers  and  invited 
them  to  come  but  they  did  not.  Those  that  were  there  were  all 
members  of  the  council  and  we  held  a  meeting  there  for  two  days  and 
discussed  various  things  and  it  was  after  the  meeting  when  they 
brought  me  this  letter.  There  were  21)  or  25  present  at  that  meeting, 
probably,  besides  the  Indian  chiefs  besides  Mr,  Coe  and  myself,  Sid 
Ward  came  in  and  we  had  a  meeting  about  a  half  hour  or  so,  Mr. 
Ward  was  there  part  of  the  time,  not  all  the  time. 

Senator  Wheeler.  Is  it  not  a  fact  that  Mr.  Coe  and  Sid  Ward, 
both  of  them,  were  working  with  a  view  of  getting  you  employed  by 
the  Indians,  and  did  not  they  talk  to  the  Indians  and  advise  them  to 
employ  you  to  represent  them  ? 

Mr.  Hershey.  No  ;  I  don't  think  so.  They  both  made  a  talk,  some 
of  the  Indians  present  did  not  know  who  I  was.  I  had  never  met 
them  and  Mr.  Coe  and  Mr,  Ward  spoke  as  to  my  standing  as  an 
attorney  and  what  I  had  accomplished;  I  don't  know  as  they  went 
any  further  than  that. 

Senator  Wheeler,  Well,  now,  it  is  not  a  fact,  Mr.  Hershey,  that 
both  Mr.  Coe  and  Mr.  Ward,  at  that  meeting,  told  these  Indians 
jthat  thev  ought  to  employ  you,  in  so  many  words? 

n|  26465— 30— PT 10 7 


3360      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Mr.  Hershey.  I  don't  think  so,  at  least  I  did  not  understand  it  so. 
It  was  only  a  question  of  whether  or  not  I  was  fit  to  handle  these 
duties  and  what  I  had  done.  They  spoke  quite  nicely  and  maybe 
complimented  me  too  highly. 

Senator  Pine.  What  purpose  did  they  have  in  going  to  your  office  ? 

Mr.  Hershey.  I  invited  them.  I  invited  Mr.  Coe  and  Mr.  Ward 
because  I  did  not  want  to  be  accused  of  trying  to  put  anything  over 
on  the  Indians  at  my  office. 

Senator  Pine.  It  seems  to  me  you  should  have  come  down  here  to 
his  office  ? 

Mr.  Hershey.  Well,  as  to  that — ^they  were  hiring  me  and  if  they 
wanted  to  hire  me  I  asked  them  to  come  to  my  office.  That  was  how 
independent  I  was. 

Senator  Wheeler.  But  the  first  time  you  were  not  so  independent 
because  Mr.  Coe  asked  you  to  come  down  ? 

Mr.  Hershey.  That  was  personal.  I  went  there  to  look  after 
certain  personal  matters  I  had  there  that  had  nothing  to  do  with  the 
tribe. 

Senator  Wheeler.  Did  not  they  at  the  agency  bring  up  or  speak 
about  the  treaty  that  they  had  and  about  bringing  a  law  suit  against 
the  Government  based  upon  that  treaty? 

Mr.  Hershey.  No  ;  it  was  not  the  question.  I  don't  believe  it  was 
discussed  at  all.  We  did  discuss  it  in  my  office.  The  question  dis- 
cussed in  my  office  was  whether  or  not  I  was  a  proper  person  to 
represent  the  tribe  and  they  all  signed  that  exhibit  attached  to  the 
tentative  agreement  except  Michell.  He  did  not  refuse  to  sign  it, 
he  advised  two  sitting  alongside  of  him  to  sign  it  and  then  he 
turned  to  me  and  said  you  come  and  see  me  and^  I  made  a  date  and 
met  him  and  when  I  asked  him  about  signing  he  said,  "  No."  He 
said  though  I  would  sign  it  if  there  was  anything  in  it  for  me, 
and  we  turned  around  and  parted. 

Senator  Wheeler.  Under  this  agreement,  drawn  up  at  that  time 
with  these  Indians,  how  much  money  did  they  propose  to  pay  you? 

Mr.  Hershey.  The  agreement  was  in  two  parts ;  on  account  of  the 
work  here  on  the  reservation  I  felt  that  it  would  require  a  salary. 
I  could  not  afford  to  work  for  nothing  or  on  a  contingent  basis. 
There  was  considerable  work  to  be  done,  and  I  said  if  it  took  full 
time  I  would  not  work  for  less  than  $6,000  a  year  and  we  put  it  in 
like  this :  "  Such  compensation  as  the  Indian  tribe  may  fix,  not  to 
exceed  $6,000  per  year  and  for  not  to  exceed  four  years,"  and  it 
could  be  terminated  at  any  time  on  60  days'  notice. 

Senator  Wheeler.  Can  you  state  specifically  just  what  work  you 
were  to  do  for  the  tribe? 

Mr.  Hershey.  I  would  have  to  get  the  actual  language  of  the 
agreement  for  that. 

Senator  Wheeler.  One  part  of  that  contract  provided  that  you 
were  required  to  handle  approved  litigation  of  certain  individual 
Indians  and  the  other  portion  provided  that  you  would  represent 
the  tribal  council  ? 

Mr.  Hershey.  I  think  it  is  all  in  the  one  paragraph. 

Senator  Wheeler.  You  understood  my  question — part  of  it  pro- 
vided that  you  should  represent  individual  Indians  and  part  of  it  the 
tribal  council? 

Mr.  Hershey.  I  don't  think  so. 
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Senator  Wheeler.  You  talked  to  Senator  LaFollette  about  it, 
and  didn't  he  tell  you  that  you  might  meet  yourself  coming  back 
because  of  that  fact? 

Mr.  Hershey.  Yes,  sir;  the  way  it  was  joined  it  could  not  be 
handled  by  tribal  funds;  that  the  Government  would  have  to  hire 
me  and  pay  me  and  if  I  sued  the  Government  it  might  place  me  in  a 
very  quaint  position  of  suing  my  employer. 

Senator  Wheeler.  I  am  frank  to  say  that  you  have  not  made  it 
plain  to  me  yet  as  to  what  you  were  to  do  for  this  $6,000  a  year,  not 
to  exceed  $6,000  you  said.  You  were  to  look  after  and  bring  suit 
for  individual  Indians  with  reference  to  their  Avater  rights,  and  in 
addition  to  that  you  were  to  bring  suits  against  the  Government  for 
this  $6,000  a  year  as  I  understand  it? 

Mr.  Hershey.  The  bringing  of  suits  on  behalf  of  the  tribe  was  an 
entirely  different  matter;  that  was  on  a  contingent  basis.  I  was  to 
get  5  per  cent  on  that.  That  was  in  addition  to  the  $6,000  but 
would  be  dependent  upon  whether  or  not  Congress  passed  the  juris- 
dictional act. 

Senator  Wheeler.  Out  of  what  funds  were  you  to  be  paid  this 
$6,000? 

Mr.  Hershey.  I  don't  know. 

Senator  Wheeler.  You  supposed  that  you  were  dealing  with  the 
tribal  council,  did  you  ? 

Mr.  Hershey.  I  supposed  I  was  dealing  with  the  Flathead  Tribe. 

Senator  Wheeler.  Of  course,  you  knew  that  the  Flathead  Tribe 
had  no  authority  to  bind  the  Government  of  the  United  States.  If 
they  had  authority,  all  they  could  bind  would  be  the  Flathead 
Tribe? 

Mr.  Hershey.  I  figured  the  department  could  take  care  of  itself 
and  if  the  matter  was  not  in  proper  form  they  would  say  so. 

Senator  Wheeler.  They  sent  out  a  form  of  contract  to  sign  ? 

Mr.  Hershey.  Yes,  sir. 

Senator  Wheeler.  Was  that  the  ordinary  form  of  contract  that 
they  send  out  ? 

Mr.  Hershey.  It  is  what  is  called  a  tentative  agreement,  I  believe. 

Senator  Wheeler.  What  your  contract  really  provided  was  that 
3^ou  were  to  bring  suit  for  certain  individuals,  certain  Indians,  and 
that  you  were  to  be  paid  out  of  tribal  funds  ? 

Mr.  Hershey.  No,  sir;  nothing  was  said  about  tribal  funds;  that 
was  up  to  the  Government.  If  they  could  find  the  money,  it  would 
be  had. 

Senator  Wheeler.  Is  it  not  a  fact  that  the  department  made  it 
plain  that  the  only  funds  that  could  be  expended  were  tribal  funds  ? 

Mr.  Hershey.  Congress  made  provision  for  hiring  farmers,  agents, 
and  various  classes  of  employees,  but  there  was  no  provision  made  to 
use  it  for  an  attorney;  but  I  understood  that  there  were  funds  for 
the  benefit  of  the  Indians  out  of  which  an  attorney  might  be  paid. 

Senator  Wheeler.  That  was  tribal  funds  ? 

Mr.  Hershey.  No,  sir. 

Senator  Wheeler.  Well,  if  it  is  not  tribal  funds  I  don't  know 
what  it  is. 

Mr.  Hershey.  I  did  not  so  understand  it. 
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Senator  Wheeler.  Well,  if  it  was  not  tribal  funds,  what  was  it? 

]\fr.  Hershey.  There  was  no  provision  made  for  the  hiring  of  an 
attorney;  in  fact,  I  was  so  told  by  Commissioner  Burke  himself — 
there  was  no  provision  whereby  the  tribal  fund  could  be  used  to  pay 
an  attorney. 

Senator  Wheeler.  It  had  to  have  the  approval  of  the  tribal  council 
first? 

Mr.  Hershey.  No,  sir;  that  is  all  I  understood  it  was,  merely  a 
recommendation  from  the  Indians.  My  recommendations  were  all 
right ;  I  wanted  to  represent  a  body  of  Indians. 

Senator  Wheeler.  Was  not  a  part  of  your  employment  also  to  be 
that  you  were  to  practice  before  the  department  down  there  and 
urge  them  to  grant  a  lease  on  this  power  site  ? 

Mr.  Hershey.  No,  sir. 

Senator  Wheeler.  That  did  not  have  anything  to  do  with  it? 

Mr.  Hershey.  No,  sir.  I  did  promise  the  Indians  that  I  would 
urge  this  matter  before  the  department,  but  that  was  as  far  as  I 
could  go  in  the  matter. 

Senator  Wheeler.  And  that  they  would  get  approximately  $40,000 
a  year? 

Mr.  Hershey.  No,  sir. 

Senator  Wheeler.  Did  you  make  the  statement  to  them  that  at 
the  end  of  50  years  the  power  site  Avould  be  returned  to  them? 

Mr.  Hershey.  I  had  no  information  on  which  to  base  any  such 
statement  only  what  I  was  told. 

Senator  Wheeler.  As  a  matter  of  fact,  you  told  me  that. 

Mr.  Hershey.  I  so  understood  it  at  the  time;  of  course,  I  under- 
stand now  that  under  the  law  the  power  site  itself  would  never  revert 
to  the  Indians.     I  understood  that  from  Mr.  Kerr. 

Senator  Wheeler.  Now,  you  informed  me  that  Mr.  Burke  approved 
your  contract? 

Mr.  Hershey.  So  I  understood  as  far  as  my  contemplations  were 
concerned,  but  as  far  as  the  money  was  concerned  he  did  not  know 
where  he  could  find  it. 

Senator  Wheeler.  Didn't  you  tell  me  that  you  had  put  it  up  to 
the  comptroller  for  approval  ? 

Mr.  Hershey.  I  understood  him  to  say  that  they  had  other  funds 
from  which  it  could  be  paid. 

Senator  Wheeler.  Didn't  he  say  that  the  only  funds  he  had  there 
was  tribal  funds  ? 

Mr.  Hershey.  No,  sir ;  absolutely  not.  On  the  other  hand,  he  said 
there  was  a  fund  or  balance  in  the  appropriation  in  such  a  way,  and 
they  put  it  up  to  him  as  to  whether  or  not  they  could  draw  checks 
on  that,  and  I  think  you  told  me  that  yourself. 

Senator  Wheeler.  Well,  if  you  think  I  told  you,  you  are  all  wrong. 
I  don't  recall  anything  of  that  kind,  and  I  think  I  would.  What  was 
the  comptroller's  report? 

Mr.  Hershey.  I  don't  know  of  any,  so  I  am  not  hired  as  far  as 
I  know. 

Senator  Pine.  What  were  you  to  do  for  the  $6,000? 

Mr.  Hershey.  I  have  not  gone  into  the  matter  thoroughly,  as  I 
see  it  the  water  question  was  one  of  the  more  important  things,  I 
was  to  try  to  get  these  liens  removed  from  their  land.  It  is  my 
understanding  that  the  department  claims  a  lion  against  all  of  the 
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Indians  for  construction  and  maintenance  of  the  ditches.  I  have 
always  contended  that  before  Congress  or  anywhere  else,  but  I  have 
not  been  able  to  get  Congress  to  agree  with  me.  I  said  I  would 
advise  the  Indians  not  to  pay  and  if  necessary  to  bring  action  against 
them,  and  Senator  Wheeler  here  thought  that  was  strange  that  I 
would  attempt  to  sue  my  employer. 

Senator  Pine.  Mr.  Burke  has  never  approved  your  contract  under 
which  you  were  to  get  $6,000  a  year  ? 

Mr.  IHershey.  Not  yet. 

Senator  Pine.  He  said  it  was  not  worth  that  much  and  wanted 
to  cut  you  down  to  about  $4,000  ? 

Mr.  Hershey.  I  am  not  aware  of  that. 

Senator  Pine.  And  your  job  was  to  convince  Mr.  Burke  that  liens 
should  not  be  placed  against  the  Indian  lands  for  irrigation  ? 

Mr.  Hekshey.  No  ;  I  did  not  think  I  would  have  to  go  into  court 
to  do  that. 

Senator  Pine.  ^¥hy  couldn't  Burke  go  into  court  without  you? 

Mr.  Hekshey.  I  don't  know. 

Senator  Wheeler.  You  have  looked  into  this  proposition  from  a 
legal  standpoint  I  take  it,  don't  you  think  that  it  would  be  the  duty 
of  the  government  of  these  trust  patent  Indians  to  have  the  council 
bring  action  against  the  Government  ? 

Mr.  Hershey.  I  certainly  do,  and  I  know  of  no  other  concern  of 
the  magnitude  of  the  Flathead  Tribe  that  is  run  Avithout  an  attorney 
as  the  Indians  apparently  have  all  these  years,  and  if  I  had  not 
done  w^hat  they  contemplated  I  should  or  would  do  60  days'  notice 
would  have  stopped  my  work. 

Senator  Pine.  For  what  term  did  the  contract  provide  ? 

Mr.  Hershey.  I  was  to  work  four  years.  Some  said  I  could  not 
do  it  in  solid  time  in  two  years. 

Senator  Pine.  Do  you  have  retainers  from  any  other  concern? 

Mr.  Hershey.  Not  at  present. 

Senator  Pine.  You  have  only  a  general  practice  ? 

Mr.  Hershey.  Yes,  sir.  I  did  not  know  but  what  maybe  I  might 
be  forced  into  solid  work  and  if  that  w^as  the  case  I  would  be  paid 
for  it.  and  if  it  did  not  take  all  of  my  time  as  I  understood  that  this 
was  only  a  tentative  price  and  if  compensation  was  to  be  adjusted 
later  we  would  get  together  and  agree  on  it.  We  never  came  to  that 
however  as  no  fund  was  found  with  which  to  pay  an  attorney. 

Senator  Pine.  In  your  general  practice  do  you  represent  the 
Power  Co.  ? 

Mr.  Hershey.  No,  sir. 

Senator  Pine.  Have  you  ever  represented  any  of  its  subsidiaries? 

Mr.  Hershey.  I  represented  the  Kootenai  Power  Co.,  which  is  one 
of  their  subsidiaries.  I  completed  the  title  on  all  of  their  land  hold- 
ings. I  fought  the  Government  for  IT  years  in  one  case  and  got 
them  $1,300,000. 

Senator  Wheeler.  Some  one  made  the  statement  that  you  repre- 
sent the  Blackf oot  Logging  Co.  ? 

Mr.  Hershey.  No  ;  it  was  the  Blackf  oot  Logging  Co.  and  Mill  Co. 
and  afterwards  the  Anaconda  Copper  Mining  Co. 

Senator  Wheeler.  I  have  a  letter  here  signed  by  Joseph  AUard 
in  which  he  states  that  a  majority  of  the  Indians  are  against  the 
officers  of  the  present  tribal  council  and  particularly  Mr.  Dupuis, 
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and  asks  that  this  be  inserted  in  the  record.  Also  a  letter  from 
Isaac  Tillier  in  regard  to  his  land  which  he  claims  is  up  for  sale 
and  that  there  are  irrigation  charges  against  it  in  the  sum  of  $500. 
Both  of  these  letters  will  be  incorporated  in  the  record. 

Mr.  Frazier,  may  I  make  a  statement?  Yesterday  I  heard  the  testimony 
given  by  Mr.  CavlUe  Dupuis  relative  to  the  handling  of  Indian  affairs.  To  a 
number  of  his  statements  I  and  the  majority  of  the  Indians  on  the  res- 
ervation take  exception  and  wish  to  brand  them  as  untrue.  The  business 
of  the  Indians  of  the  Flathead  Reservation  has  been  handled  for  the  past 
several  years  by  what  was  called  the  tribal  council.  The  business  has  been 
carried  on  in  a  high-handed  manner,  and  the  Indian  has  had  no  chance  or 
opportunity  to  express  his  views  on  any  question.  Instead  when  something 
same  up  three  or  four  men,  Dupuis,  Lemery,  Grenier,  settled  the  matter  in 
their  own  way  with  no  thought  of  the  remainder  of  the  Indians.  By  th'jis 
statement  I  wish  to  draw  your  jittention  to  the  Walter  H.  Wheeler  contract 
for  leasing  of  the  power  site. 

The  petition  as  signed  and  sent  to  the  Federal  Power  Commission  repre- 
sented the  sentiment  of  at  least  95  per  cent  of  the  Indians.  The  matter  was 
thoroughly  explained  to  them  and  all  understood  the  situation. 

Now,  gentlemen,  we,  the  Indians  of  the  reservation,  want  a  council  that  will 
work  with  the  Indians,  the  Indian  Department,  and  work  for  our  interest 
as  a  whole  and  not  for  a  few.  With  this  in  mind  I  ask  if  it  would  not  be  the 
proper  move  at  this  time  to  call  an  election  of  officers  and  select  men  from  the 
tribe  who  will  and  can  work  for  our  interests  and  due  notice  be  given  now 
of  time  of  meeting. 

Joseph  Allard. 

My  land  is  up  for  sale  now,  the  80  acres  joining  the  south  side  of  Mission 
town  site.  My  patent  was  forced  on  me,  and  the  big  ditch  runs  right  through 
the  south  end  of  the  80  acres ;  the  water  bill  got  so  high  I  was  forced  to  sell. 
Now  I  can't  get  my  price,  and  I  hate  to  sacrifice.    What  should  I  do? 

I  am  charged  for  water  every  year  which  I  never  use.  They  refused  me  water 
until  the  back  charges  were  paid,  and  I  could  not  rent  it  on  account  of  the 
reclaim  would  not  let  me  or  my  renter  have  water.  I  would  have  to  sell  the 
land  to  pay  the  water  charge — $500. 

Isaac  Tillier. 

Joe  Allard,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows : 

I  would  like  to  put  that  in  the  record,  and  I  want  to  make  a 
statement. 

Senator  Frazier.  That  will  be  incorporated  in  the  record,  go 
ahead  with  your  statement  and  make  it  brief. 

Mr.  Allard.  I  think  there  should  be  a  new  election  called  for  the 
purpose  of  electing  new  officers  for  the  tribal  council,  the  ones  we 
now  have  been  in  long  enough.  We  have  not  had  a  general  election 
since  the.  start  of  the  council.  I  believe  that  was  in  1916,  I  am  not 
positive  on  that.  Anyway  the  only  election  that  has  been  held  since 
is  when  one  of  the  officers  died  or  resigned  and  a  new  one  was  elected 
to  fill  the  place.  The  only  way  I  know  of  is  to  have  the  chairman 
or  the  superintendent  call  a  general  meeting,  that  is  the  way  I  be- 
lieve it  is  done  in  other  tribes.  We  have  not  asked  the  superin- 
tendent to  do  that  because  we  want  the  chairman,  Dupuis,  to  do  it 
but  he  does  not  seem  to  want  to  do  it.  The  superintendent  called 
a  meeting  here  about  a  year  ago  for  the  purpose  of  sending  dele- 
gates to  Washington  to  talk  with  the  Federal  Power  Commission. 
Commissioner  Burke  sent  word  to  Mr.  Coe  that  he  wanted  him  to 
call  a  meeting  of  the  Indians  for  that  purpose. 

Senator  Tvheeler.  Joe,  you  have  been  quite  active  in  working 
against  the  present  Indian  council  and  in  circulating  various 
petitions  ? 
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Mr.  Allard.  Just  one,  right  here  among  the  Indians. 

Senator  Wheeler.  How  much  money  have  you  been  paid  for 
circulating  petitions  ? 

Mr.  Allard.  Not  a  cent. 

Senator  Wheeler.  Were  not  some  of  the  Indians  paid  $5  a  day? 

Mr.  Allard.  I  don't  know. 

Senator  Wheeler.  What  was  that  petition  that  was  circulated? 

Mr.  Allard.  That  was  Grorud's.  I  circulated  that  petition  in 
the  neighborhood  and  got  about  30  signers,  all  of  them  signed  with 
the  exception  of  two  people  and  they  said  they  had  been  mixed 
up  in  so  many  things  they  would  have  nothing  to  do  with  it.  If 
any  of  the  others  were  paid  for  circulating  the  petition  I  don't  know 
anything  about  it.     I  did  not  get  a  cent  myself. 

Harry  H.  Bonser,  sworn  to  testify  to  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  testified  in  substance  as  follows : 

I  live  at  Poison  and  am  not  working  at  the  present  time.  I  work 
at  common  labor.  I  was  working  at  the  Bonser  yard,  the  sawmill 
and  was  road  supervisor  for  five  years.  I  was  working  at  the 
Bonser  mill  on  the  13th  of  July.  I  helped  circulate  the  petition 
but  I  never  got  anything  for  it,  the  Poison  Chamber  of  Commerce 
gave  the  party  with  me  my  expense  money.  Richard  McLeoad  and 
Mr.  Marengo  were  with  me.  They  got  about  $25  apiece  for  expense 
money.  I  do  not  like  the  tribal  council  here.  I  used  to  attend  all 
of  the  meetings  here  and  did  a  lot  of  work  a  few  years  ago,  but 
things  kept  getting  worse,  and  I  made  a  statement  to  the  tribe  at 
the  meeting  last  spring,  in  April  I  think  it  was,  at  the  tribal  meeting. 

Senator  Wheeler.  I  thought  they  have  held  no  meetings  for  a 
long  time  ? 

Mr.  Bonser.  It  was  in  June,  I  think;  I  am  not  sure. 

Senator  Wheeler.  You  don't  know  whether  it  was  this  spring  or 
a  year  ago  and  whether  it  was  this  June  or  last  June  ? 

Mr.  Bonser.  No. 

Senator  Wheeler.  Was  it  a  month  ago  or  a  year  ago  ? 

Mr.  Bonser.  I  don't  know.  I  thought  it  was  last  April,  but  I 
don't  know. 

Mr.  ScATTERGOOD.  ^Yhat  employment  were  you  following  last 
April? 

Mr.  Bonser.  Road  supervisor. 

Mr.  ScATTERGOOD.  ^Yhat  was  the  result  of  that  meeting  where  you 
told  them  what  you  had  learned  about  Mr.  Grorud  ? 

Mr.  Bonser.  I  don't  know. 

Mr.  ScATTERGOOD.  Weren't  you  present  ? 

Mr.  Bonser.  Yes. 

Mr.  ScATTERGOOD.  Did  they  take  a  vote? 

Mr.  Bonser.  Not  to  my  knowledge. 

Mr.  ScATTERGOOD.  Did  vou  stay  through  the  entire  meeting? 

Mr.  Bonser.  Yes;  there  was  three  of  them  took  what  I  said  down. 
There  was  about  100  or  125  at  the  meeting.  I  do  not  know  if  word 
was  sent  out  over  the  reservation  that  there  was  a  meeting  called 
or  not. 

Mr.  ScATTERGOOD.  Now,  you  don't  mean  to  tell  me  that  two  men 
went  with  you  and  got  $25  apiece  and  you  got  nothing? 
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Mr.  BoNSER.  The  Poison  Commercial  Club  gave  $175.  I  never 
got  anything  except  my  expense  money ;  that  was  given  to  McLeod 
and  Marengo  and  the  use  of  my  car;  all  I  got  for  the  car  was  the 

fas  and  oil  paid  for.  I  was  working  at  that  time  for  the  county, 
ut  they  did  not  pay  me  for  it ;  I  laid  off. 

Mr.  ScATTERGOOD.  You  laid  off  and  got  nothing  for  it? 

Mr.  BoNSER.  Yes. 

Senator  Wheeler.  Are  you  a  member  of  this  band  ? 

Mr.  Bonser.  No;  my  wife  is.  I  belong  on  the  Eosebud  in  South 
Dakota,  but  my  wife  is  a  member  of  this  tribe.  I  have  been  on  this 
reservation  15  years.  At  that  meeting  I  made  a  speech  against  Mr. 
Grorud.  I  don't  believe  anyone  else  made  a  speech  against  him,  but 
as  far  as  I  know  no  action  was  taken.  I  have  nothing  against  the 
present  officers  of  the  tribal  council ;  I  have  always  been  in  harmony 
with  them,  and  I  am  more  in  harmony  now  since  I  heard  Mr.  Kerr's 
speech  and  Mr.  Collier's  speech.  I  would  like  to  see  the  power  site 
developed  the  same  as  everybody  else  would,  but  there  seems  to  be 
a  wrench  in  the  machinery  somewhere. 

Senator  Wheeler.  The  only  wrench  is  with  the  commission  at 
Washington.  They  have  the  handling  of  it,  and  I  assure  you  that 
the  commission  has  been  making  a  very  careful  study  of  it  for  the 
purpose  of  protecting  the  Indians  on  the  reservation. 

Mr.  Bonser.  I  would  ask  you  gentlemen,  when  you  get  back 
to  Washington,  to  use  your  influence  in  leasing  the  power  site  to 
the  best  advantage  of  the  tribe,  and  as  far  as  I  am  concerned,  speak- 
ing for  myself,  I  think  that  is  the  sentiment  of  the  community  and 
especially  the  Indians. 

Senator  Wheeler.  That  is  what  we  have  been  trying  to  do  and 
also  protect  the  interests  of  the  Indian  and  see  that  the  Indian  got 
the  very  best  kind  of  a  lease  possible.  This  committee  has  no  au- 
thority to  grant  a  lease  or  stop  it.  Congress  has  authorized  the 
Federal  Power  Commission  to  grant  the  lease  and  it  is  up  to  them 
in  granting  such  lease  and  to  your  department  down  there  to  protect 
the  Indians. 

Mr.  Bonser.  Here  is  another  thing  we  have  on  the  Flathead.  In 
the  last  15  years  I  believe  I  have  got  a  whole  trainload  of  literature 
from  Washington,  and  that  is  about  all  I  ever  did  get.  I  believe  I 
sent  some  of  it  to  you. 

Senator  Wheeler.  What's  the  matter,  Harry,  don't  you  like  the 
literature  ? 

Mr.  Bonser.  Instead  of  spending  money  for  this  literature,  I 
wish  they  would  show  me  a  place  where  an  Indian  can  get  employ- 
ment; it  is  the  exception  if  anybody  wants  them;  they  are  just  about 
as  much  of  an  outcast  as  the  negro.  I  spent  16  years  in  Indian 
schools  and  have  seven  diplomas  in  my  trunk  up  home,  but  they  never 
done  me  any  good,  and  finally  I  wound  up  10  or  11  miles  from  here 
up  in  Lake  County  on  a  road  job;  that  is  where  my  15  years  have 
been  spent.  The  Indian  is  not  given  an  equal  chance  with  the  white 
man;  there  is  no  question  about  that  and  you  will  find  it  out  in  all 
of  your  travels.  Here  is  the  Northern  Pacific  Railway  down  here; 
they  hire  something  like  200,000  men.  Indians  are  competent  to  do 
many  kinds  of  work,  but  what  chance  has  an  Indian  to  get  employ- 
ment.    When  I  was  road  supervisor  I  hired  a  good  many  Indiiois 
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I  and  I  got  criticized  for  it :  but  they  made  good  workmen ;  tiie  work 
I  .  however,  was  not  steady  as  finances  were  short.  It  seems  funny  that 
I  Indians  are  hired  in  Missouri  and  Kansas  and  that  they  make  first- 
class  machinists.  Most  of  them  I  believe  are  mechanicall}^  inclined 
and  do  most  any  kind  of  work  with  machiner3\  Right  now  we  are 
in  a  very  corrupt  position  and  I  want  to  show  you  why.  I  have 
seven  children,  six  of  them  are  on  the  rolls  of  the  Flathead  tribe, 
and  I  think  as  much  of  my  family  as  any  white  man;  I  am  interested 
in  the  welfare  of  all  of  them,  and  I  would  like  to  know  why  we  are 
obliged  to  keep  a  man  like  Mr.  Grorud  for  our  attorney  when  he 
does  nothing  for  us.  He  spent  a  lot  of  time  here  the  first  three  years 
he  was  hired  and  I  understand  a  great  many  petitions  have  been 
filed  against  him  in  the  supreme  court  of  the  State. 

Senator  Wheeler.  I  understand  that  Grorud  has  never  got  any- 
thing from  the  council  on  the  Flathead  Reservation  or  anybody 
else  for  services  to  the  tribe  ? 

Mr.  BoxsER.  Yes;  there  was  a  lot  of  collections  made  and  he  was 
paid  that ;  I  have  no  idea  how  much  he  got. 

Mr.  Dupuis.  He  has  not  been  paid  very  much.  We  can  not  col- 
lect very  much  lately.  He  has  been  in  this  work  for  six  years  and 
has  got  practically  no  money.  In  fact  I  don't  believe  we  ever  col- 
lected enough  to  pay  his  expenses  let  alone  giving  him  anything  in 
the  way  of  salary. 

Moses  Grenier  (recalled)  for  further  examination. 

In  answer  to  Mr.  Bonser,  I  wish  to  say  that  Mr.  Grorud  has  not 
received  a  penny  from  the  Flathead  Tribe  since  he  went  to  Washing- 
ton. Some  times  when  he  came  from  Helena  over  here  we  collected 
as  much  as  $30  for  him.  Before  he  went  to  Washington  to  act 
for  the  tribe  he  never  got  money  enough  from  us  to  pay  his  expenses 
for  his  work  here. 

Senator  Frazier.  Now,  this  statement  you  say  you  made  at  a 
meeting — was  that  on  June  23,  1928  ? 

Mr.  BoxsER.  Yes. 

Senator  Frazier.  And  at  these  meetings  of  the  tribal  council  not 
only  the  delegates  but  all  the  Indians  on  the  reservation  are  privi- 
leged to  attend  and  everyone  has  the  opportunity  to  get  up  and 
speak  if  they  wish  to  ? 

Mr.  Box^sER.  Yes. 

Senator  Frazier.  So  you  are  not  complaining  that  you  had  no 
voice  in  the  meeting  ? 

Mr.  BoxsER.  No;  I  always  had  my  chance.  Several  spoke  at  the 
same  meeting;  I  believe  Ben  Cramer  was  one  of  them.  I  would 
like  to  have  some  information  as  to  what  we  are  going  to  do  about 
this  man  Grorud. 

Senator  Frazier.  I  can't  advise  you  on  that;  that  is  up  to  your 
tribal  council. 

Mr.  BoxsER.  Now,  I  have  no  grudge  against  Mr.  Grorud,  and  if 
he  has  done  anything  he  should  be  paid.  I  would  like  to  see  the 
thing  settled.     We  have  funds  and  should  hire  a  lawyer. 

Senator  Wheeler.  The  committee  has  no  authority;  that  is  up 
to  the  commissioner,  and  I  believe  the  commissioner  can  properly 
tell  you  whether  Mr.  Grorud  has  done  any  work  there  and  whether 
or  not  he  has  represented  you.     The  committee  has  no  authority  to 
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tell  you  who  you  should  hire;  that  is  entirely  up  to  the  council  to 
hire  whomever  they  want  to. 

Mr.  ScATTERGooD.  I  mifrht  say  at  this  time  that  it  would  be  a  greRt 
help  to  the  department  to  know  the  wishes  of  this  tribe,  and  it  would 
be  a  good  idea  if  a  vote  could  be  taken  on  it  at  an  early  date  and 
the  desires  of  the  tribe  made  known  and  made  a  record  of,  because 
that  resolution  Mr.  Dupuis  presented  yesterday  was  at  least  2i^ 
years  old,  and  the  tribe  should  have  the  opportunity  of  expressing 
its  wish  to  the  department  at  the  present  time  and  in  righting  a 
matter  of  this  kind.  It  would  appear  that  Mr.  Grorud  has  appar- 
ently been  very  much  interested  in  and  has  represented  the  interests 
of  the  Indians  for  a  long  period  of  time  and,  apparently,  with 
results,  and  in  my  opinion  is  entitled  to  compensation. 

Senator  Frazier.  As  chairman  of  the  Senate  Committee  on  Indian 
Affairs  of  the  Senate,  I  want  to  say  that  whenever  any  legislation  or 
matter  affecting  the  Flathead  Tribe  came  before  the  comimttee  Mr. 
Grorud  always  appeared  before  the  committee  and  saw  that  the 
Indians  got  a  square  deal,  and  he  has  been  helpful  in  explaining 
legislation  appearing  there  on  behalf  of  the  Indians. 

Ben  Cramer,  sworn  to  testify  to  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  testified  in  substance  as  follows : 

I  want  to  make  a  statement  as  to  how  these  petitions  came  to  be 
circulated.  There  was  a  meeting  called  by  the  tribal  council  and 
they  send  an  application,  or  whatever  you  call  it,  in  regard  to  the 
Walter  H.  Wheeler  case,  and  they  discussed  it  some  here  in  the 
meeting  and  they  went  over  in  the  bank  and  signed  this  petition 
and  we  knew  nothing  about  the  Poison  deal  except  those  here  at  the 
meeting,  and  after  this  took  place  w^e  saw  a  copy  of  the  lease  and 
we  did  not  think  the  Wheeler  lease  was  good,  as  it  placed  the  whole 
damages  on  the  Indians  and  the  whole  taxes  and  interest  to  develop 
the  power  site,  and  some  of  us  took  it  upon  ourselves  to  do  some- 
thing about  it  and  we  called  a  meeting — there  was  about  50-50  at 
the  meeting — and  Phillip  Moss  asked  the  chairman  for  some  infor- 
mation and  the  chairman  wanted  to  know  what  right  Ben  Cramer 
had  here  and  wanted  him  put  out  of  the  meeting,  and  I  said  if  you 
will  give  me  your  permission  I  will  tell  you  w^hy  I  am  here,  and  I 
took  the  Wheeler  contract  and  went  over  it  paragraph  by  paragraph 
and  had  it  interpreted  to  the  Indians ;  it  took  me  nearly  two  hours, 
so  they  understood  it,  and  Charlie  Michell  got  the  floor  and  said 
there  was  no  more  business  until  Wheeler  comes  here  and  not  hold 
us  responsible  for  damage,  then  the  meeting  was  closed.  Mr.  Dupuis 
mentioned  three  or  four  resolutions  to  pass,  but  they  were  not  passed, 
and  if  they  were  passed  it  was  after  the  meeting  adjourned.  Then 
I  was  asked  to  Poison,  about  20  of  us,  and  we  organized  what  is 
known  as  a  committee  on  petition  and  we  drafted  this  petition  to 
grant  this  lease  to  the  Rocky  Mountain  Power  Co.  We  figured  they 
were  the  only  people  in  position  to  take  hold  of  the  proposition  and 
build  a  dam.  That  meeting  of  the  tribal  council  was  a  year  ago  last 
June;  that  was  the  last  meeting  called.  I  am  not  a  member  of  this 
band,  but  my  wife  and  girls  are,  and  they  have  children. 

Senator  Wheeler.  With  reference  to  that  contract — you  under- 
stand that  the  tribal  council  had  no  authority  to  make  this  contract? 

Mr.  Cramer.  I  do. 
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Senator  Wheeler.  You  understood  that  it  would  be  up  to  the 
Federal  Power  Commission  to  protect  the  Indians? 

Mr.  Cramer.  I  felt  that  the  tribal  council  was  incompetent  and 
should  not  handle  it  any  longer. 

Senator  Wheeler.  Did  you  make  the  statement  that  I  had  ap- 
proved of  that  contract? 

Mr.  Cramer.  No  ;  I  never  did ;  I  never  said  anything  about  approv- 
ing of  it;  I  said  you  might  have.  I  said  you  made  the  statement 
in  this  same  hall,  and  if  Grorud  was  hired  as  attorney  you  could 
look  over  the  papers  and  see  if  that  was  O.  K.  or  not. 

Senator  Wheeler.  If  you  made  the  statement  that  I  made  the 
statement  in  this  hall  then  you  are  mistaken,  because  I  never  made 
any  statement  of  that  kind  in  this  hall  ? 

Mr.  Cramer.  I  remember  the  time  you  were  here  and  recommended 
employing  Grorud. 

Senator  Wheeler.  I  never  recommended  that  Grorud  be  employed 
by  the  tribal  council;  as  a  matter  of  fact  when  the  president  of 
the  tribal  council  asked  me  I  did  not  say  who  they  should  employ. 

Mr.  Cramer.  But  you  did  talk  in  favor  of  Mr.  Grorud. 

Senator  Wheeler.  No;  you  are  mistaken  Cramer.  I  want  this 
straightened  out  in  the  presence  of  the  Indians  here  to-day.  'When 
I  was  elected  to  the  United  States  Senate  I  told  the  Indians  that  I 
could  no  longer  represent  them. 

]\rr.  Cramer.  That  was  before. 

Senator  Wheeler.  Before  I  was  elected  to  the  United  States 
Senate  I  represented  the  tribal  council  myself.  I  would  not  recom- 
mend employing  Mr.  Grorud  or  anyone  else  until  I  knew  whether 
or  not  I  would  be  elected.  Did  you  make  the  statement  here  Ben 
that  Walter  H.  Wheeler  was  my  cousin? 

Mr.  Cramer.  No;  I  did  not  say  that;  I  said  he  might  have  been. 
I  never  made  such  statement ;  I  am  positive  of  it. 

Senator  Wheeler.  You  never  made  a  positive  statement  at  any 
time. 

Mr.  Cramer.  No,  sir. 

Senator  Wheeler.  You  made  that  statement  in  my  house  and  my 
children  can  swear  to  it.  You  told  Senator  Frazier  yesterday  that  I 
approved  of  this  contract  ? 

Mr.  Cramer.  I  told  him  that  I  had  read  that  contract  over  and 
studied  it  and  that  it  was  forfeiture  for  the  Indians,  and  I  did 
mention  something  about  Mr.  Wheeler. 

Senator  Wheeler.  You  mentioned  first  that  I  approved  it? 

Mr.  Cramer.  I  mentioned  it  was  the  other  Wheeler;  I  was  mis- 
understood in  the  Wheeler  that  is  all. 

Senator  Wheeler.  No;  let  me  straighten  you  out  for  the  benefit 
of  the  Indians  present.  I  have  never  approved  of  the  Wheeler  con- 
tract. I  was  requested  by  Mr.  Wheeler  or  Mr.  Grorud  to  urge  the 
Wheeler  contract  being  accepted  by  the  department,  or  recommend 
the  Wheeler  contract.  I  refused  to  do  so  and  I  was  requested  by 
the  Poison  Chamber  of  Commerce  to  recommend  the  Montana  Power 
Co.,  and  I  said  it  was  up  to  the  department  and  I  expected  they 
would  lease  it  to  the  people  who  they  felt  were  best  able  to  handle  it 
and  who  would  give  the  Indians  the  best  contract.     I  made  that 
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statement  frequently  and  I  am  not  now  going  to  take  sides.  I  want 
to  state  further  that  Walter  H.  Wheeler  is  no  relative  of  mine;  he 
came  to  my  room  last  spring  in  Cleveland  and  told  me  who  he  was 
and  what  his  contract  provided,  and  I  never  saw  one  to  read  it 
until  it  was  handed  to  me  yesterday  here  at  the  hotel  at  Poison 
when  Senator  Frazier  and  Senator  Pine  and  I  read  the  contract. 

Mr.  Cramer.  I  am  glad  to  take  that  statement  for  granted. 

Senator  Wheeler.  And  I  don't  want  you  to  tell  anything  about  me 
any  more  when  you  don't  know  what  you  are  talking  about.  Since 
I  prosecuted  you  in  Federal  court  on  a  criminal  charge  I  expect  you 
have  not  been  very  friendly  toward  me ;  is  not  that  a  fact  ? 

Mr.  Cramer.  I  naturally  felt  that  you  handed  me  something  I 
didn't  have  coming  and  you  took  the  car  that  was  bought  by  my 
daughter  and  it  had  not  been  run  300  miles. 

Senator  Wheeler.  That  was  because  of  the  fact  that  you  were 
carrying  liquor  on  the  reservation. 

Mr.  Cramer.  That  liquor  belonged  to  Charlie  AUard  and  you 
turned  him  loose  and  convicted  me. 

Senator  Wheeler.  It  was  the  jury  that  did  that  to  you;  it  was 
not  me. 

Mr.  Cramer.  Well,  you  made  it  a  point  to  see  that  the  jury  did. 

Senator  Wheeler.  You  feel  that  I  tried  a  great  deal  harder  to  con- 
vict you  than  I  did  Charlie  Allard  ? 

Mr.  Cramer.  Yes;  a  whole  lot,  too,  and  I  will  never  forget  it. 

Senator  Pine.  What  are  the  names  of  the  Oklahoma  attorneys; 
was  Mr.  Mott  or  Mr.  Rogers  here  from  Oklahoma  ? 

Mr.  Cramer.  I  could  not  tell  you;  there  were  two  attorneys  here 
to  take  our  cases,  offered  to  take  our  cases,  and  Mr.  Coe  recommended 
that  we  employ  them  after  the  meeting  was  just  about  split  on  em- 
ploying Grorud.  I  wanted  to  see  the  tribe  employ  somebody  that 
would  do  the  work  for  us  and  I  figured  that  Mr.  Coe  would  know 
more  about  that  than  any  of  us. 

Mr.  CoE.  This  was  alter  the  jurisdictional  act  was  passed  and  a 
general  meeting  was  called  by  the  tribal  council  for  the  purpose  of 
selecting  an  attorney — there  were  several  applicants  for  the  position, 
Servin,  Joyce  &  Carter,  I  believe  of  Washington  was  one  of  them, 
and  there  were  other  applicants  but  I  did  not  know  any  of  them. 
Mr.  Grorud  was  also  here  at  the  time.  I  was  not  interested  in  who 
was  appointed.  There  seemed  to  be  a  lot  of  opposition  to  Mr. 
Grorud,  and  after  considerable  discussion  he  was  finally  selected. 

Senator  Wheeler.  Was  I  present  here  at  that  time,  ^fr.  Coe? 

Mr.  CoE.  No,  sir. 

Senator  Wheeler.  I  was  not  here;  I  was  in  Washiuiiton  at  the 
time.  There  is  one  more  statement  I  wish  to  make  for  the  benefit 
of  Mr.  Cramer.  Let  me  say  this,  that  at  the  time  Mr.  Grorud  was 
employed  by  the  Indians  he  came  to  Senator  Walsh  and  myself  and 
said  that  Mr.  Burke  wanted  to  know  if  we  would  recommend  his 
employment,  and  I  told  Mr.  Grorud  at  that  time  that  I  would  recom- 
mend his  empkjyment  if  he  associated  himself  with  other  counsel 
that  would  look  after  matters  in  Washington,  and  that  I  would  not 
recommend  him  to  handle  matters  before  the  Court  of  Claims  unless 
he  had  some  other  counsel  in  Washington,  and  I  siiizirostod  the  firm 
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of  Servin  &  Joyce  because  I  had  gone  to  them  when  I  was  attorney 
for  the  Flathead  Tribe  of  Indians  and  they  had  done  some  work. 
1  favored  them  for  the  reason  that  Mr.  Carter,  a  member  of  the 
firm,  was  a  son  of  former  Senator  Carter  and  I  felt  that  he  could 
be  helpful  to  the  Indians.  For  some  reason,  however,  Mr.  Grorud 
did  not  associate  himself  with  Servin,  Joyce  &  Carter  but  associated 
himself  with  the  firm  of  Davis  &  Jones  and  it  was  on  the  recommenda- 
tion of  that  firm  that  suits  were  not  brought  within  the  2-year 
period.  Mr.  Jones  came  before  Congress  and  asked  tliat  a  certain 
amendment  be  passed  to  the  bill  so  that  suits  could  be  entered  as  their 
time  had  lapsed  for  starting  suit.  I  hold  no  brief  for  Mr.  Grorud, 
and  while  I  did  not  agree  with  him  on  many  things  I  have  tried  to 
help  him  all  I  could — if  he  has  made  mistakes,  nevertheless  I  feel 
that  in  justice  to  him  this  statement  should  be  made. 

Mr.  Cramer.  Now  with  reference  to  circulating  this  petition, 
after  we  had  read  the  Wheeler  contract  over  we  figured  that  there 
would  have  to  be  something  done  immediately  so  we  came  to  the 
conclusion  that  we  would  circulate  a  petition  and  have  as  many  of 
the  Indians  sign  as  possible  so  as  to  get  a  majority,  so  there  was  a 
committee  appointed  and  we  got  the  petitions  drawn  up  and  the 
Chamber  of  Commerce  of  Poison  and  some  of  the  white  users 
agreed  to  settle  everything  as  they  were  all  interested  in  the  matter 
and  were  in  favor  of  the  Montana  Power  Co.  as  they  thought  they 
would  be  in  better  position  to  build  the  power  site  than  any  other 
concern,  so  they  agreed  to  raise  the  money  and  pay  our  expenses.  I 
don't  know  how  much  money  they  raised.  I  did  not  get  any  wages 
mj^self ,  they  did  not  even  pay  me  all  my  expenses. 

Senator  Wheeler.  So  you  figure  you  have  something  coming  yet  ? 

Mr.  Cramer.  I  did  not  get  all  my  expenses. 

Senator  Wheeler.  Do  you  know  Mr.  Carlin? 

Mr.  Cramer.  The  chiropractor,  yes. 

Senator  Wheeler.  You  say  you  did  not  receive  any  salary? 

Mr.  Cramer.  I  did  not  receive  any  salary  or  get  anything  for  the 
use  of  my  car.  I  did  get  some  gas  money,  that  was  all.  About 
thirty  or  forty  dollars  altogether  maybe. 

Senator  Wheeler.  The  statement  was  made  to  me  that  you  were 
in  the  employ  of  the  Montana  Power  Co.  As  I  understand  it  you 
were  never  in  the  employ  of  the  Montana  Power  Co.  or  the  Rocky 
Mountain  Power  Co.  or  any  of  their  subsidiaries  ? 

Mr.  Cramer.  No.  I  was  just  helping  out  the  Chamber  of  Com- 
merce of  Poison  the  same  as  Richard  McLeod  and  Marengo,  they  got 
about  $25  apiece  to  cover  their  expenses.  I  figured  I  got  about  $40. 
I  don't  know  the  exact  amount,  I  never  handled  any  money  and 
I  paid  for  nearly  all  my  own  meals  and  had  an  interpreter  Lou 
Vallee.  We  got  over  1,000  names  and  we  got  about  800  with  another 
one.  The  three  of  us  went  out  in  our  car  to  talk  to  the  Indians, 
we  went  all  around  the  reservation  and  I  figured  I  was  out  $75  in 
money. 

Senator  Wheeler.  Where  did  you  get  that  money  you  spent? 

Mr.  Cramer.  I  am  not  broke.  I  made  $70,000  on  this  reservation 
and  I  bought  a  sawmill  and  lost  it.  I  made  $70,000  raising  stock 
and  shipping  horses  on  this  reservation.  . 
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Senator  Pine.  I-  am  going  to  give  you  credit  Ben,  you  are  some 
circulator  of  petitions. 

Mr.  Cramer.  I  can  tell  you  something  else.  I  have  been  here  41 
years  and  when  I  was  around  circulating  petitions  the  Indians  made 
a  complaint  about  the  timber  operations  and  in  order  to  see  how 
that  was  handled  I  went  to  work  for  the  lumber  company  for  four 
months.  After  I  worked  there  two  months  I  could  see  that  the 
Indians  were  not  getting  a  fair  deal  so  I  drove  down  to  see  Mr.  Coe 
and  went  over  the  whole  situation  with  him,  and  he  said  "  Ben, 
we  will  look  after  that,  we  will  go  in  there  and  scale  the  timber 
and  charge  them  up  with  it."  I  don't  know  whether  it  has  been 
done  or  not  but  he  will  probably  take  care  of  it.  I  have  had  a 
sawmill  myself  and  I  am  acquainted  with  the  kind  of  a  contract 
you  have  to  sign  up  for  timber  on  tribal  lands  or  allotments.  It  is 
a  very  strict  contract,  they  are  required  to  pay  for  one  third  of  the 
merchantable  timber,  that  is  everything  that  goes  into  No.  3  and  No.  4 
grade.  It  is  standing  timber  that  goes  into  third  or  fourth  grade 
and  there  are  thousands  of  feet  of  that  timber  culled  and  not  scaled. 

I  don't  believe  it  has  been  done  with  Mr.  Coe's  knowledge.  I 
know  of  one  skidway  or  landing  place  where  there  are  over  100  trees. 
They  are  laying  around  there  and  they  don't  know  what  to  do  with 
them.  There  are  a  lot  of  logs  laying  around  in  the  woods  they  have 
not  taken  out.  They  would  cut  four  logs  and  only  take  two  and  leave 
the  other  two  and  would  only  scale  the  two.  That  has  been  going 
on  for  about  two  years.  I  figure  there  are  about  6,000,000  feet  of 
timber,  as  near  as  I  can  estimate  it,  that  the  Indians  should  have  been 
paid  for,  and  I  would  be  glad  to  have  this  committee  go  up  and  see 
for  them^selves  if  my  statement  is  correct. 

Another  thing  I  want  to  call  the  committee's  attention  to  is  the 
lease  of  the  Hot  Springs.  They  are  to  pay  the  Indians  10  per  cent 
of  the  receipts,  but  there  is  no  check-up  on  them  and  we  have  no  way 
of  knowing  whether  or  not  they  turn  in  all  the  money  they  should. 
The  Indians  are  issued  yellow  tickets  and  do  not  have  to  pay  for 
their  baths.  All  others  are  issued  blue  tickets  and  are  supposed  to 
pay,  but  the  tickets  are  all  thrown  into  a  box  and  their  word  is  taken 
as  to  how  much  they  take  in.  I  don't  blame  Mr.  Coe  for  that,  I  blame 
the  Indian  council ;  they  should  look  after  it  and  see  that  the  Indians 
get  what  they  have  coming. 

Senator  Wheeler.  The  Indian  agent  is  paid  to  look  after  that. 

Mr.  Cramer.  He  is  not  paid  to  run  all  over  the  country  and  take 
care  of  everything. 

Senator  Wheeler.  The  agent  and  his  employees  are  supposed  to 
look  after  this  matter.  It  is  not  the  business  of  the  Indian  council. 
The  tribal  council  are  not  paid  to  look  after  it  and  it  is  the  duty  of 
the  agent  to  see  that  the  Indians  get  what  they  have  coming,  and  if 
they  have  not  a  proper  system  whereby  they  can  check  the  receipts 
they  should  require  these  people  to  put  one  in  and  check  them  up. 

Mr.  Cramer.  We  are  lucky  to  have  the  agent  we  got  along  side  of 
some  of  the  others.  Major  Rossman  was  here  and  we  have  had  seven 
since  then.  I* think  he  is  a  pretty  good  man  and  that  they  are  pretty 
well  satisfied  with  him  here. 
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Flathead  Agency, 
Dixon,  Mont.,  October  15,  1929. 
Hon.  Lynn  J.  Fraziee, 

United  States  Senate. 
Dear  Sir  :  Your  committee  requested  a  statement  of  the  rentals  derived  from 
farm  lands  reserved  for  power  and  reservoir  sites  on  the  Flathead  Reservation. 
The  rentals  are  now  practically  all  in  and  I  have  had  a  tabulated  statement 
prepared  which  shows  the  acreage  and  the  rental  received  on  each  tract  under 
license,  both  for  farming  and  grazing  purposes.  The  farming  lands  on  these 
tracts  are  nonirrigable  and  summer  fallow  methods  of  farming  practiced.  This 
method  requires  two  years'  work  to  produce  one  crop.  Approximately  one-half 
of  the  land  is  in  crop  each  year,  the  other  half  being  summer  fallowed.  The 
rentals  shown,  $1,245  per  acre,  is  the  average  annual  income. 

Your  committee  also  desired  a  statement  concerning  the  timber  operations 
on  the  reservation.  The  total  cut  for  the  year  ended  June  30,  1929,  was 
63,595,730  board  feet.  The  average  price  was  $4.31  per  thousand  feet.  The 
total  revenue  $283,920.73.  The  regulations  directs  that  8  per  cent  of  the 
receipts  be  deducted  to  cover  the  expenses  of  administration ;  this  amounts  to 
$22,705.95.  The  intent  of  the  law  authorizing  this  deduction  was  to  create  a 
fund  to  handle  the  timber  sales,  conserve  the  natural  resources  and  improve 
and  protect  forests.  The  sum  earned  would  be  sufficient  for  this  purpose  if 
it  were  given  to  us.  Our  allotment  from  this  fund  for  the  year  is  only 
$16,000,  which  barely  takes  care  of  salaries  but  leaves  nothing  for  conservation 
and  improvements.  We  have  a  program  of  forest  improvement  and  protection 
worked  out,  which  includes  building  trails  into  the  remote  portions  of  the 
forest,  but  can  do  nothing  toward  putting  it  into  effect  without  funds. 

The  only  complaint  made  of  the  forestry  operations  was  made  by  Ben  Cramer, 
who  said  large  amounts  of  timber  were  being  wasted  by  Polleys  Lumber 
Co.  on  the  Revais  Creek  sale  area.  I  requested  the  National  Forest 
service  to  detail  their  logging  engineer  for  an  inspection  of  this  sale  in 
order  to  furnish  the  committee  with  an  accurate  and  reliable  report,  but  the 
past  summer  has  been  so  dry  and  forest  fires  so  numerous  that  the  Forest 
Service  have  not  been  able  to  furnish  a  man  to  make  the  inspection  but  will 
do  so  soon.  I  shall  be  glad  to  furnish  a  copy  of  the  report  when  received.  I 
inclose  a  copy  of  the  standard  timber  sale  regulations  which  are  made  a  part 
of  all  timber  sales. 

A  brief  statement  of  logging  methods  is  necessary  in  order  to  understand 
Mr.  Cramer's  statement.  Under  the  old  methods  of  logging  with  which  Mr. 
Cramer  is  familiar,  horses  were  used  to  move  the  logs.  The  trees  were  felled 
and  sawed  into  logs  where  they  grew.  The  unmerchantable  logs  were  left  as 
they  lay  scattered  through  the  woods  and  were  not  particularly  noticeable. 
Caterpillar  tractors  are  now  used  and  the  whole  tree  is  dragged  to  the  rail- 
road landing  before  it  is  sawed  into  logs.  This  leaves  an  accumulation  of  all 
the  cull  logs  of  a  considerable  area  at  the  loading  places  where  they  are  all  in 
plain  sight.  I  am  sure  that  this  explanation  of  the  difference  of  logging  meth- 
ods largely  accounts  for  the  condition  observed  by  Mr.  Cramer.  Wheii.  the 
purchaser  of  Indian  timber  finishes  with  any  certain  area,  it  is  carefully  gone 
over  by  the  Government  scaler  and  all  merchantable  logs  left  in  the  woods, 
standing  merchantable  trees,  high  stumps  and  tops  not  utilized  to  contract 
requirements  are  scaled  and  the  purchaser  required  to  pay  for  the  material. 
It  happened  that  the  particular  area  mentioned  by  Mr.  Cramer  had  not  been 
finished  at  the  time  he  visited  the  operation.  It  has  since  been  finished  and 
the  "  pick-up "  scale  made.  Mr.  Cramer  stated  at  a  meeting  of  the  tribal 
council  held  October  5  that  he  had  been  on  the  Revais  Creek  sale  again  and 
found  everything  had  been  scaled  and  the  condition  of  the  sale  was  entirely 
satisfactory. 

The  greater  number  of  complaints  made  at  the  hearings  concerned  irrigation. 
This  activity  is  not  under  my  sui)ervision.  I  am,  however,  deeply  interested 
in  the  matter  so  far  as  it  affects  Indian  trust  allotments.  I  have  been  recom- 
mending for  several  years  that  the  trust  allotments  be  relieved  of  all  irrigation 
charges  so  long  as  they  remain  in  Indian  ownership.  The  Irrigation  Service 
has  been  finally  converted  to  this  idea  and  I  understand  will  ask  for  legislation 
to  this  end  of  the  coming  session  of  Congress.  Should  such  legislation  be 
enacted,  the  irrigation  situation  will  be  relieved  so  far  as  the  Indian  lands  are 
concerned. 

Very  respectfully, 

Chablbs  E.  Cob,  Superintendent. 
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Statement  of  reserved  lands  under  licenses,  Flathead  Agency,  Dixon,  Mont, 


No. 

License 

Character 

Grazing 

Farming 

Area 

Income 

Area 

Income 

1-29-19 
1-2^22 
1-29-24 
1-29-26 

LonEbel 

Agency  reserve 

35.00 

James  Harrison 

D'Aste  town  site 

Power  site 

74.00 
108.50 
334.23 
124. 10 
373. 42 

$7.40 
27.10 
41.78 
15.52 
48.70 

W.  R.  Holloway 

Howard  Nve 

do 

do 

do 

345     Richard  J.  Harris... 

346 
352 
373 
401 
402 
405 

Geo.  Gould 

Howard  H.  Light 

Reservoir 

255.00 

$382  00 

L.  E.  Gipe - 

Power  site 

526.50 

65.81 

60.00 

40  00 

Geo.  Combest 

Fred  Murdick 

do 

80.00 

1,029.27 

2,115.86 

1, 063. 00 

379.32 

'so.'oo' 

1,063.88 

25.00 
128.66 
264.  49 
132.88 

47.32 

"""io.'oo' 

65.90 

Power  site 

419 

Howard  Nye 

do... 

420 

Arthur  Larra vee 

Andrew  Wigan. 

Howard  H.  Light... 

H.  W.  Brockermeyer 

Johnson  &  Haeg 

do 

do 

'":'do"-ii:::::i::"" 

.  .    do 

421 

424 
425 

80.00 

80.00 

427 

431 

Howard  H.  Light 

Reservoir 

63.10 

126  20 

435 

Frank  Crawford 

Power  site 

40.00 
80.25 

15.56 
37.10 

436 

Joseph  Johnson.-.. 

do 

437 

Louis  Maillett 

Agency  reserve 

37.50 

37  50 

438 

L.  0.  Smith 

Power  site 

633.21 
179. 00 
61.49 

94.98 
16.12 
15.38 

439 

Arthur  Ray 

Reservoir  site. . 

80.00 

105  60 

440 

Howard  Schlegel 

Power  site 

442 

Joseph  Meingassner 

Dick  Bellar 

Reservoir  site 

94.10 

49.98 

442 

Power  site 

75.11 

217.14 

1,061.72 

9.40 

27.14 

212.35 

444 

H.  F.  Turner 

U.  F.  Dietmap 

"""do!'" 

445 

446 

State  Fish  and  Game  Com- 
mission.' 
Howard  Nye 

Reservoir 

447 

Power  site 

465.28 
36.05 
75.69 

129.31 

94.06 
10.00 
10.00 
49.31 

450 

E.  J.  Mulick 

James  G.  Campbell 

Joseph  Johnson 

do 

454 

455 

457 

Albert  Hepp 

472.82 

705. 31 

460 

Joseph  Johnson         .  ..  ._ 

Power  site. 

104.  60 

36.61 

467 

Howard  H.  Light... 

Reservoir 

160. 00 

240. 00 

462 

Johnson  &  Haeg 

Power  site    . 

164.00 

20.50 

468 

Jesse  H.  Mosley 

Reservoir 

115.00 

75.00 

471 

David  H.  Morris 

Power  site 

80.00 

23.95 

80.00 

510.00 

259.20 

200.00 

520.00 

1, 392. 38 

39.43 

320.00 

613.23 

164.  00 

280.00 

'so.'oo" 

20.00 
2.40 
16.00 

102.00 
26.00 
30.00 
52.00 

278.50 
17.74 
50.00 

300.00 
32.80 
56.00 

s.'oo" 

472 

Adam  Learn 

H.  C.  Keller 

E.  M.  Spencer 

"'"do"""!"""I" 
do 

474 



475 

" 

476 

477 

Kalturine  W.  Wilcox 

Chas.  A.  Prongua... 

F.  C.  Guenzler 

James  W.  Gladden 

Harold  Guinn 

do 

do 

VS'.'.ao".'.'.'.'.'.'"".'." 

479 

480 

482 

483 

485 

Flathead  Sheep  Co    . 

do 

486 

C.  E.  Reichard 

Hanson  &  Kennedy 

Edward  Pray 

Lon  Ebel 

do 

do 

do 

do 

487 

488 
490 

40.00 

40.00 

500 

Baptiste  Marengo .  - 

do 

10.00 

5.00 

502 

Jesuit  fathers 

Reservoir 

784.85 
463.49 

200.13 
28.34 

503 

Power  site 

504 

65.00 

66.00 

505 

R  E  Grund 

Power  site 

234.24 
119.00 
240.00 
200.72 

18.73 
11.90 
24.00 
32.91 

506 

Harry  Smith 

W  C  Larson 

do 

do 

520 

622 

Mrs.  F.  Bond 

Total 

do 

17,269.42 

2,866.06 

1, 567. 62 

1,951.59 

1 

1  License  to  State  fish  and  game  commission  is  for  protection  of  nesting  waterfowl  and  no  revenue 
received. 

Average  price  per  acre  grazing $0. 1659 

Average  price  per  acre  farming 1.2450 

UNITED  STATES  INDIAN  SERVICE — ^FORESTRY  BRANCH GENERAL  TIMBER  SALE 

REGULATIONS 

1.  The  word  "  superintendent "  as  used  in  these  regulations  signifies  tiie  super- 
intendent of  the  Indian  agency  Or  school  within  the  Jurisdiction  of  which  the 
land  covered  by  any  contract  ia  Included. 


PURVEY  OF  CONDITIOITS  OF  INDIANS  IN  UNITED  STATES     3375 

2.  The  term  "  officer  in  charge,"  wherever  used  in  these  regulations,  signifies 
the  forest  officer  of  highest  rank  assigned  to  the  supervision  of  timber  work  on 
the  reservation  within  which  the  sale  area  is  situated  or  such  other  officer  as 
may  be  designated  by  the  Commissioner  of  Indian  Affairs  to  supervise  a  sale. 

3.  Log  scalers  will  be  appointed  by  the  Commissioner  of  Indian  Affairs  and 
receive  their  instructions  from  the  officer  in  charge. 

4.  No  timber  other  than  that  sold  may  be  cut  by  the  purchaser  on  the  sale 
area  without  a  separate  contract  of  sale  therefor,  and  timber  on  allotments 
within  a  general  sale  area  held  under  trust  or  restricted  patents  can  not  be 
logged  without  a  contract  with  the  owners  of  the  allotment  approved  by  the 
proper  officer. 

5.  Other  sales  within  a  sale  area  may  be  made  of  products  and  kinds  of 
timber  not  sold  under  a  previous  sale,  provided  such  sales  will  not,  in  the 
judgment  of  the  officer  having  authority  to  make  such  sale,  interfere  with  the 
operations  of  the  previous  purchaser.  Rights  of  way  may  be  granted  through 
portions  of  the  sale  area  during  the  contract  period,  provided  they  do  not 
interfere  with  the  operations  of  the  previous  purchaser. 

6.  Title  to  the  forest  products  covered  by  any  contract  will  not  pass  to  the 
purchaser  until  such  products  are  paid  for. 

7.  Cash  deposits  in  advance  of  cutting  will  be  required.  If  at  any  time  the 
stumpage  value  of  the  timber  cut  and  unpaid  for  shall  exceed  the  total  amount 
then  on  deposit  with  the  Indian  Service,  an  additional  deposit  shall  be  re- 
quired. At  the  close  of  each  month  a  statement  of  all  timber  cut  during  the 
month  will  be  rendered  to  the  purchaser  as  a  demand  for  payment  of  the  full 
stumpage  value  of  the  timber  covered  by  such  statement.  As  soon  as  payment 
is  made  of  the  amount  covered  by  such  statement,  the  full  amount  previously 
deposited  will  become  available  as  an  advance  deposit  on  timber  cut  subsequent 
to  the  period  covered  by  such  statement.  At  any  time  that  the  stumpage 
value  of  the  timber  cut  shall  exceed  the  amount  of  advance  deposit  cutting 
operations  shall  be  suspended. 

8.  The  general  advance  deposits  required  by  a  contract  which  includes  both 
allotted  and  unallotted  land  will  be  credited  so  far  as  necessary  on  allotments 
cut  during  the  period  covered.  The  fact  that  special  advance  payments  have 
been  made  on  allotments  which  are  about  to  be  cut  will  not  operate  to  reduce 
the  size  of  the  required  general  advance  deposit,  but  rather  will  postpone  the 
necessity  of  making  demand  for  it  until  the  advance  payments  on  the  particular 
allotments  being  cut  have  also  been  exhausted.  The  deposit  made  with  the 
bid  for  the  timber  will  be  applied  as  a  general  advance  deposit. 

9.  The  areas  to  be  logged  in  any  season  may  be  designated  by  the  officer  in 
charge  when  in  his  judgment  this  is  necessary  to  prevent  deterioration  from 
fire,  worms,  or  other  cause  or  to  insure  the  logging  of  the  sale  unit  in  such 
manner  as  to  fully  protect  the  interests  of  the  United  States  and  the  Indians. 
When  logging  is  begun  on  an  allotment  or  natural  logging  unit,  it  will  not  be 
discontinued  and  started  elsewhere  without  the  written  consent  of  the  officer  in 
charge. 

10.  Selective  logging,  or  the  logging  of  areas  in  such  manner  as  to  preserve 
a  part  of  the  merchantable  timber,  promote  the  growth  of  young  trees  or 
preserve  the  forest  cover,  will  be  practiced  on  all  lands  chiefly  suitable  for  the 
production  of  timber  crops.  Live  trees  of  diameters  below  those  named  in  the 
contract  may  be  designated  for  cutting  and  larger  trees  may  be  reserved  from 
cutting  in  the  discretion  of  the  officer  in  charge.  If  live  trees  which  are  not 
designated  for  cutting  are  cut  or  are  seriously  injured  through  lack  of  care, 
they  will  be  double  scaled  and  so  charged  and  paid  for.  In  the  discretion  of 
the  officer  in  charge  a  strip  not  exceeding  300  feet  in  width  on  each  side  of 
streams,  roads,  and  trails  and  in  the  vicinity  of  camping  places  and  recreation 
grounds  may  be  reserved,  in  which  little  or  no  cutting  will  be  allowed. 

11.  All  dead  trees  standing  or  fallen  which  contain  one  merchantable  log 
or  more  will  be  logged  for  their  merchantable  contents,  and  wherever  selective 
logging  is  required  by  the  contract  the  purchaser  will  fell  all  other  dry  trees 
before  the  slash  is  burned. 

12.  Firewood  and  improvements  will  be  made  as  far  as  possible  from  un- 
merchantable material,  and  material  so  used  will  not  be  charged  to  the  pur- 
chaser. The  use  of  such  material  from  allotments  may  be  restricted  in  the 
discretion  of  the  officer  in  charge.  Wood  and  improvements  taken  from 
merchantable  material  will  be  scaled  or  measured,  charged,  and  paid  for  at  its 
maximum  value. 

26465— 30— PT  10 8 
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13.  Young  growth  will  be  protected  as  far  as  possible  in  every  branch  of  the 
logging  operations,  and  its  use  in  the  construction  of  improvements  may  be 
restricted  by  the  officer  in  charge. 

14.  Stumps  will  be  cut  low  so  as  to  avoid  waste,  and  the  mean  height  of  any 
stump  will  not  exceed  one-half  its  diameter,  except  where  because  of  defect  or 
deformity  this  height  is  considered  impracticable  by  the  officer  in  charge,  pro- 
vided that  minimum  height  required  will  be  12  inches. 

15.  Waste  in  high  stumps,  butts,  tops,  breaks,  skids,  and  partially  sound 
logs  and  all  trees  designated  for  logging  which  are  not  logged  and  all  trees 
which  are  left  felled  or  lodged  or  badly  damaged  by  the  logging  operations  will 
be  scaled  for  their  merchantable  contents  and  charged  against  the  purchaser. 
All  cutting  shall  be  done  with  a  saw  when  possible. 

16.  Carelessness  on  the  part  of  fellers  or  other  employees  of  the  purchaser 
that  results  in  unnecessary  breaking  of  trees  will  be  penalized  by  scaling  such 
trees  full  as  if  they  had  not  been  broken. 

17.  The  log  lengths  and  products  taken  from  each  tree  will  be  such  as  to 
completely  utilize  the  merchantable  material  in  the  tree  and  to  yield  the  maxi- 
mum stumpage  value.  Trees  improperly  cut  into  lengths  or  products  of  a 
lesser  value  shall  be  scaled,  counted,  or  measured  as  if  cut  so  as  to  yield  the 
maximum  value. 

18.  The  Scribner  Decimal  C  log  rule  will  be  used  in  scaling  logs.  The  rule 
will  be  read  to  the  nearest  inch  on  the  average  top  diameter  inside  bark. 
Logs  exceeding  the  maximum  length  allowed  by  a  contract  will  be  scaled  as 
two  or  more  logs,  with  proper  allowance  for  the  increase  in  diameter  at  the 
points  of  division. 

19.  The  overlength  allowed  on  logs  for  trimming  will  not  exceed  1  inch  to 
each  4  feet  of  length.  Logs  which  overrun  this  allowance  will  be  scaled  as 
if  cut  2  feet  longer.  Logs  longer  than  the  maximum  scaling  length  named 
in  the  contract  will  be  scaled  as  if  bucked  into  two  or  more  shorter  logs  and 
with  the  top  diameters  they  would  actually  have  if  so  cut. 

20.  Proper  deductions  will  be  made  for  rot,  shake,  hollow,  and  other  defects 
which  make  a  log  partially  unmerchantable,  including  sweeping  exceeding  1 
inch  in  each  4  feet  of  log  length,  but  deductions  will  not  be  made  for  any 
defect  or  damage  due  to  the  act  or  neglect  of  the  purchaser  or  his  em- 
ployees. 

21.  A  check  scaler  employed  by  the  purchaser  may  at  hours  convenient  to 
the  scaler  and  with  the  consent  of  the  officer  in  charge  compare  his  scale  of 
logs  with  that  of  the  scaler.  A  copy  of  the  regular  scale  reports  will  be 
furnished   to   the   purchaser   through   the   officer   in    charge. 

22.  For  convenience  in  scaling  the  logs  or  other  products  will  be  bunched 
as  the  scaler  may  direct  on  the  land  where  cut  or  at  the  landing  or  point 
of  shipment  and  will  not  be  moved  therefrom  until  he  has  scaled,  numbered, 
and  stamped  them.  Logs  that  are  moved  contrary  to  the  scaler's  instruc- 
tions will  be  double  scaled.  Where  a  separate  record  of  the  scale  of  timber 
from  an  allotment  or  other  area  is  necessary,  the  logs  cut  from  such  area 
will  be  marked  by  the  purchaser  with  a  distinctive  brand  as  prescribed  by 
the  officer  in  charge.  • 

23.  A  merchantable  log  is  any  log  that  will  manufacture  one-third  or 
more  of  its  total  contents  into  sound  lumber  8  feet  and  longer,  except 
as  special  provision  is  made  in  a  particular  contract.  More  defective  logs 
and  logs  smaller  than  the  merchantable  size  set  in  the  contract  will  be  culled 
if  left  in  the  woods,  but  any  such  logs  that  are  taken  for  manufacture 
or  sale  will  be  scaled  for  their  actual  sound  contents  of  lumber  of  any 
length.  Any  logs  taken  by  the  purchaser  which  are  smaller  than  the  minimum 
scaling  length  or  diameter  given  on  the  log-scale  rule  will  be  scaled  for  their 
merchantable   contents. 

24.  Railroad  ties  taken  by  the  purchaser  under  a  contract  in  which  tie 
prices  and  specifications  are  not  fixed  will  be  scaled  or  counted  as  follows: 
8-foot  ties  made  from  logs  9  to  12  inches  top  diameter  will  be  counted  as  30  to 
the  thousand  feet  board  measure  and  6i/^-foot  ties  as  38  to  the  thousand.  Ties 
made  from  logs  over  12  inches  top  diameter  and  long  ties  will  be  scaled.  Ties 
made  from  logs  less  than  9  inches  top  diameter  will  be  counted  60  ties  8  feet 
long  and  75  ties  6%  feet  long  to  the  thousand  feet. 

25.  The  slash  resulting  from  the  logging  operations,  including  all  branches 
up  to  4  inches  in  thickness  lopped  from  tops  and  logs,  will  at  the  time  of 
skidding  be  piled  compactly  and  away  from  reserved  trees  on  the  whole  area 
to  be  selectively  logged  and  on  a  strip  at  least  10  rods  wide  around  all  other 
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logging  areas   in   units  not   larger   than  quarter   sections,   unless   some   other 
method  of  slash  disposal  is  provided  in  the  contract. 

26.  Burning  of  the  slash  by  the  purchaser  will  be  done  at  such  times  and 
in  such  manner  as  may  be  required  by  the  officer  in  charge,  who  may  at  that 
time  assume  direct  charge  of  the  crew  of  the  purchaser  engaged  at  the  work 
of  burning.  Slashing  will  not  be  burned  during  any  period  of  fire  danger. 
Whenever  fire  runs  through  a  slashing,  except  in  compliance  with  tlie  in- 
structions of  the  officer  in  charge,  the  purchaser  may  be  required  to  lop  or 
to  pile  and  reburn  the  slash. 

27.  Unsatisfactory  disposal  of  the  slash  will  be  cause  for  the  officer  in 
charge  to  suspend  all  operations  of  the  purchaser  until  the  unsatisfactory 
condition  is  corrected. 

28.  Forest  fires  on  the  sale  area  or  adjacent  lands  during  the  contract 
period  will  be  prevented  or  suppressed  by  the  purchaser,  his  employees,  and 
subcontractors,  whenever  possible.  When  called  upon  by  an  authorized  forest 
officer,  they  will  work  under  his  directions  to  suppress  fires.  If  the  purchaser 
or  his  employees  or  subcontractors  were  not  directly  or  indirectly  responsible 
by  act  or  neglect  for  the  origin  or  the  spread  of  the  fire,  reimbursement 
will  be  made,  except  that  such  reimbursement  shall  not  exceed  one-half  the 
cost  of  suppression  within  the  sale  area  or  within  one-half  mile  of  the  same. 

29.  Donkey  logging  may  be  permitted  in  the  discretion  of  the  Commis- 
sioner of  Indian  Affairs.  The  ground  around  the  donkey  engine  will  at 
each  setting  be  cleared  of  dry  trees  for  a  distance  of  10  rods  and  of  all  other 
combustible  material  for  a  distance  of  50  feet  in  all  directions  during  the 
season  from  May  1  to  September  30  and  any  other  season  of  fire  danger. 

30.  All  steam  engines  not  burning  oil  for  fuel  during  the  period  from  May 
1  to  October  15  and  all  other  seasons  of  fire  danger  will  be  equipped  with 
spark  arresters  acceptable  to  the  officer  in  charge,  and,  excepting  locomotives, 
will  have  a  steam  force  pump  with  not  less  than  1-inch  discharge,  100  feet 
of  serviceable  l-inch  hose,  six  12-quart  pails,  6  shovels,  and  a  constant 
supply  of  not  less  than  the  equivalent  of  12  barrels  of  water.  This  equip- 
ment will  be  suitable  for  fire-fighting  purposes  and  kept  in  serviceable  condi- 
tion and  used  when  necessary  for  fighting  fires. 

31.  A  watchman  employed  by  the  purchaser  and  kept  on  duty  during 
the  noon  hour  at  each  engine  in  actual  use  and  not  burning  oil,  and  during 
the  night  if  fires  are  kept  up,  may  be  required  by  the  officer  in  charge  during 
the  period  from  May  1  to  October  15  and  any  other  period  of  fire  danger. 

32.  Rigging  will  not  be  slung  on  trees  reserved  from  cutting  without  the 
use  of  bushing  and  only  in  a  manner  satisfactory  to  the  officer  in  charge. 

33.  Clearing  the  right  of  way  of  the  logging  railroad  and  its  spurs  and 
the  careful  burning  of  all  combustible  material  for  a  distance  of  50  feet 
on  each  side  of  the  track  is  required  of  the  purchaser  unless  the  officer  in 
charge  shall,  in  writing,  prescribe  a  lesser  width.  And  the  purchaser  shall 
for  such  periods  as  may  be  required  by  the  said  forest  officer  in  charge  patrol 
all  railroad  tracks  after  the  passage  of  each  locomotive. 

34.  The  vicinity  of  logging  camps  and  stables  will  be  kept  in  a  clean 
and  sanitary  condition,  and  rubbish  will  be  removed  and  properly  burned 
or  buried  during  the  occupancy  and  upon  the  removal  of  the  camps  and 
stables. 

35.  Streams  will  not  be  obstructed  by  felled  trees  or  otherwise  except  by 
the  improvements  hereinbefore  provided  for,  nor  will  they  be  polluted  by 
sawdust,  manure,  or  any  other  refuse  from  a  camp  or  mill. 

36.  Damage  to  land  or  other  property  of  the  Indians  or  the  Government 
resulting  from  rights  of  way,  dams,  and  other  improvements  or  operations 
of  the  purchaser  will  be  appraised  by  the  officer  in  charge,  and  if  not  offset 
by  the  value  of  the  permanent  improvements  made  by  the  purchaser  will  be 
charged  against  the  purchaser. 

37.  Existing  telephone  lines,  fences,  roads,  trails,  and  other  improvements 
will  be  protected  as  far  as  possible  in  the  logging  operations,  and  whenever 
they  are  broken  or  obstructed  the  purchaser  will  promptly  repair  the  damage. 
If  he  fails  to  make  the  repairs  promptly,  the  officer  in  charge  may  make  the 
repairs   and   purchasers  may   be   charged   with   double   the   expense   thereof. 

38.  Telephone  lines  constructed  by  the  purchaser  within  the  Indian  reserva- 
tion will  be  open  to  the  free  use  of  all  Indian  Service  officers  for  official 
business,  and  the  purchaser  may  for  their  construction  and  repair  cut  and 
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use  free  of  charge  all  necessary  poles  which  are  not  otherwise  merchantable 
and  subject  to  regulation  by  the  officer  in  charge. 

39.  Improvements  necessary  to  execute  his  contracts,  such  as  camps,  saw- 
mills, railroads,  roads,  telephone  lines,  chutes,  bridges,  sluices,  and  dams 
may  be  constructed  and  maintained  by  the  purchaser  on  and  across  the  <on- 
tracted  area  and  other  tribal  lands,  subject  to  regulation  by  the  Coniiiiissioner 
of  Indian  Affairs. 

40.  Free  transportation  of  Indian  Service  employees  engaged  in  official 
business  will  be  allowed  over  all  such  railroads,  and  such  employees  may,  at 
their  own  risk,  operate  hand  cars  or  speeders  over  the  track  in  such  manner 
as   not   to  interfere   with   the   use   of   the   railroad   by  the   purchaser. 

41.  Improvements  already  on  the  area  or  on  other  lands  of  the  reservation 
and  which  are  necessary  for  logging  purposes  may  be  used  by  the  purchaser, 
subject  to  regulation  by  the  Commissioner  of  Indian  Affairs. 

42.  The  time  limit  for  the  removal  of  the  improvements  and  other  property  of 
the  purchaser  is  one  year  after  the  expiration  of  the  contract.  After  that  time 
the. title  to  improvements,  including  camps,  will  attach  to  the  land,  and  no 
personal  property  of  the  purchaser  will  thereafter  be  removed  except  with  the 
written  consent  of  the  officer  in  charge :  Provided,  That  improvements  necessary 
for  the  logging  of  other  Indian  timber  may  be  left  for  such  time  and  on  such 
terms  as  may  be  prescribed  by  the  Commissioner  of  Indian  Affairs. 

43.  Extension  of  time  for  the  performance  of  any  contract  may  be  granted 
the  purchaser  by  the  officer  approving  the  contract,  in  his  discretion  and  subject 
to  such  conditions  as  he  may  impose. 

44.  If  extension  of  time  to  cut  and  remove  the  timber  is  not  granted  by  the 
officer  approving  a  contract,  the  purchaser  can  cut  no  timber  after  the  expiration 
of  the  contract,  but  he  may  remove  the  timber,  previously  cut  and  paid  for, 
within  one  year  of  the  expiration  of  the  contract.  If  not  removed  within  the 
time  allowed,  the  title  will  revert  to  the  vendor  notwithstanding  the  purchaser 
may  have  paid  for  the  timber. 

45.  Assignment  of  any  contract  in  whole  or  in  part  by  the  puchaser  will  not 
relieve  him  of  his  contract  obligations  unless  the  assignment  is  approved  by 
the  officer  approving  the  contract  nor  until  the  bond  is  satisfactorily  renewed. 

46.  Refunds  of  overpayments  will  be  made  to  the  purchaser  by  the  approving 
officer  provided  all  terms  of  the  contract  ha\e  been  fulfilled,  and  the  approving 
officer  may  also,  in  his  discretion,  reduce  the  amount  of  timber  that  is  required 
by  the  contract  to  be  paid  for  and  removed  in  any  one  year. 

47.  Indian  labor  will  be  employed  by  the  purchaser  at  the  same  wages  as 
other  labor  and  in  preference  to  other  labor  not  already  in  his  employ  whenever 
the  Indian  labor  seeks  employment  and  is  competent. 

48.  All  regulations  relative  to  the  maintenance  of  order  on  Indian  reservations 
and  the  introduction  of  intoxicating  liquors  will  be  complied  with  by  the 
purchaser. 

49.  In  complance  with  law  and  Executive  order,  no  Member  of  Congress  or 
any  Delegate  thereto  shall  have  any  interest,  direct  or  indirect,  in  the  contract 
of  which  these  regulations  are  a  part  (sec.  3741.  R.  S.,  and  sees.  114-116,  act  of 
Mar.  4,  1909,  33  Stat.  L.,  1109),  and  no  person  undergoing  a  sentence  of  impris- 
onment at  hard  labor  shall  be  employed  in  carrying  out  any  contract  (Executive 
order.  May  18  1905).  The  cutting  or  removal  of  timber  from  Indian  lands  in 
breach  of  the  terms  of  any  contract  and  without  other  lawful  authority,  or  the 
leaving  of  fires  unextinguished,  will  render  the  offenders  liable  to  the  penalties 
prescribed  by  section  6  of  the  act  of  June  25,  1910  (36  Stat.  L.,  857).  Section 
comers,  quarter  section  corners,  or  meander  posts  on  any  Government  line  of 
survey  shall  not  be  destroyed,  defaced,  changed,  or  removed  to  any  other  place, 
nor  shall  any  witness  trees  or  any  tree  blazed  to  mark  the  line  of  a  Govern- 
ment survey  be  cut  down  in  the  carrying  out  the  provisions  of  this  agreement. 
(See  sec  57,  act  of  Mar.  4,  1909,  35  Stat.  L.,  1099.) 

50.  The  expenses  of  examining,  advertising,  marking,  scaling,  and  protecting 
the  timber  and  of  general  supervision  of  the  sale  will  be  paid  out  of  a  timber 
expense  fund,  for  which  purpose  not  over  10  per  cent  of  the  gross  proceeds  of 
the  sale  will  be  set  aside. 

51.  All  the  records  of  the  puchaser  and  his  subcontractors  pertaining  to  the 
logging  operation  and  the  manufacture  and  sale  of  the  products  thereof  will  be 
open  to  Inspection  at  any  reasonable  time  by  the  officer  in  charge  or  other 
officer  designated  by  the  Commissioner  of  Indian  Affairs,  and  the  information 
so  obtained  will  be  regarded  as  confidential.    The  purchaser  will  furnish  the 
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officer  in  charge,  at  such  times  as  he  may  request,  the  amount  of  lumber  sold 
and  the  average  grade  prices  received  f.  o.  b.  the  mill  during  certain  periods ; 
also  the  amount  of  box  lumber  sold,  with  average  price  per  thousand  ;  the  amount 
of  ties  and  timber  sold,  with  average  price  per  thousand;  and  the  amount  of  by- 
products sold  and  the  total  receipts  for  same. 

52.  Suspension  of  the  purchaser's  operation  may  be  made  by  the  officer  in 
charge  if  any  requirement  of  the  contract  and  of  these  regulations  are  disre- 
garded and  until  there  is  satisfactory  compliance.  Persistent  failure  to  comply 
with  any  one  of  the  requirements  of  the  contract  or  regulations  after  written 
notice  addressed  to  the  purchaser  by  the  superintendent  or  the  officer  in  charge 
will  be  ground  for  revocation  by  the  officer  approving  the  contract  of  all  rights 
of  the  purchaser  under  this  and  other  contracts  and  the  forfeiture  of  his  bond 
and  of  all  moneys  paid,  and  the  purchaser  will  be  liable  for  all  damage  resulting 
from  liis  breach  of  contract. 

r»3.  Complaints  by  the  purchaser  arising  from  any  action  taken  by  the  forest 
officer  in  charge  under  the  terms  of  any  contract  will  not  be  considered  unless 
made  in  writing  to  the  Commissioner  of  Indian  Affairs  within  30  days  of  the 
alleged  unsatisfactory  action. 

54.  The  decision  of  the  officer  approving  any  contract  will  be  final  in  the 
interpretation  of  the  contract  and  of  the  regulations,  and  the  terms  of  the 
contract  or  regulations  can  not  be  varied  in  any  detail  without  the  written 
approval  of  the  officer  approving  the  sale. 

55.  Whenever  any  bond  furnished  to  guarantee  obligations  under  a  sale  shall 
be  unsatisfactory  to  the  officer  approving  the  sale  he  may  require  a  new  bond 
which  shall  be  satisfactory  to  him. 

56.  Failure  of  the  purchaser  to  complete  his  contract  or  to  log  promptly  an 
area  damaged  by  fire,  wind,  insects,  or  other  causes,  or  the  commission  by  him 
of  any  act  for  which  the  officer  approving  his  contract  shall  declare  the  con- 
tract forfeited,  will  render  the  purchaser  and  his  bondsmen  liable  for  the 
depreciation  in  the  value  of  the  remaining  timber  on  an  estimate  of  value  and 
quantity  to  be  made  under  the  direction  of  the  officer  approving  this  contract. 

The  above  General  Timber  Sale  Regulations  are  hereby  prescribed  for  use 
in  all  contracts  for  the  sale  of  timber  from  Indian  lands  except  as  special 
provision  shall  be  made  by  the  Commissioner  of  Indian  Affairs  or  the  Secretary 
of  the  Interior  in  particular  sales. 

Cato  Sells,  Commissioner. 
Approved,  April  10,  1920, 

S.  G.  Hopkins,  As'^-i><tnnt  Secret (uij. 
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MONDAY,    MARCH    24,    1930 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Indian  Affairs, 

Washington^  D.  C. 
The  subcommittee  met,  pursuant  to  call,  at  10.30  o'clock  a.  m.,  in 
the  committee  room.  Senate  Office  Building. 

Present:  Senators  Frazier  (chairman),  Pine,  Walcott,  Wheeler, 
and  Thomas  of  Oklahoma. 

Present  also:  Charles  J.  Rhoads,  Commissioner  of  Indian  Affairs; 
J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian  Affairs; 
John  Collier,  executive  secretary  American  Indian  Defense  Associa- 
tion; Benjamin  C.  Marsh,  executive  secretary  People's  Lobby;  and 
Daniel  R.  Forbes,  counsel  for  Walter  H.  Wheeler. 

FLATHEAD  POWER   SITES,  MONTANA 

The  Chairman.  The  subcommittee  will  please  come  to  order.  This 
hearing  was  called  for  the  purpose  of  developing  the  facts  in  regard 
to  a  statement  which  ajDpeared  in  the  press  on  or  about  March  10, 
purporting  to  have  been  made  by  Mr.  Walter  H.  Wheeler,  one  of  the 
bidders  for  the  Flathead  power  site. 

The  newspaper  clipping  referred  to,  and  a  communication  from  the  National 
Council  of  American  Indians,  dated  March  10,  and  a  communication  from  the 
American  Indian  Defense  Association,  dated  March  19,  is  without  objection 
ordered  inserted  in  the  record. 

(The  newspaper  clipping  and  communications  referred  to  read  as  follows:) 

[From  the  Washington  News,  March  10,  1930] 

Prejudice  Chargeh)  to  United  States  Com^viission  in  Powek  Site  Deal — Biddeir 
FOR  Flathead  Rights  Claims  Indian  Bureau  Urged  Him  to  Enter  Agree- 
ment 

The  Federal  Power  Commission  has  abandoned  "  all  pretenses  of  judicial 
intention  "  and  "  is  determined  to  award  the  Flathead  power  sites  to  the  Rocky 
Mountain  Power  Co.,"  Walter  H.  Wheeler,  competing  bidder  for  the  sites, 
charges  in  a  statement  issued  to-day. 

Wheeler  makes  known  for  the  first  time  in  this  statement  the  fact  that  "  high 
oflScials  "  of  the  Indian  Bureau  have  proposed  to  him  that  he  make  a  deal  with 
the  Rocky  Mountain  Power  Co.,  taking  a  minority  stock  holding  and  eliminating 
himself  from  the  fight  for  the  sites.     Wheeler  rejected  this  proposal. 

As  a  result  of  his  statement  he  probably  will  be  called  before  the  Senate 
Indian  Affairs  Committee  and  asked  to  tell  in  more  detail  of  this  proposal. 
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DOCUMENT  EXPLAINS   PROPOSAL 

"An  extraordinary  document  has  come  to  my  hands,"  says  Wheeler,  "which 
explains  the  proposal  that  I  make  a  deal  with  the  company. 

"^This  document  is  a  report  dated  February  27,  drafted  by  the  War  Depart- 
ment and  transmitted  to  nie  by  Secretary  Wilbur,  chairman  of  the  Federal 
Power  Commission.  It  outlines  the  terms  of  the  proposed  license  to  be  issued 
by  the  commission. 

"These  terms  are  by  express  statement  such  as  to  penalize  that  maximum 
development  of  the  214,000  horsepower  sites  which  I  propose  and  to  almost 
mandatorily  favor  that  development  of  less  than  one-third  of  the  horseiwwer 
which  the  Rocky  Mountain  Power  Co.  proposes. 

SAYS  CASE  WAS  PKBJUDICED 

"  Our  case  was  prejudiced  without  a  hearing,  by  F.  E.  Bonner,  executive  secre- 
tary. The  commission  is  determined  to  go  through  with  Bonner's  original 
decision  to  give  the  permit  to  that  company." 

Wheeler  calculates  that  the  power  company's  bid  would  yield  the  Indians  a 
revenue  of  $5,500,000  in  50  years,  while  under  his  offer  the  Indians  would  receive 
$11,000,000  in  that  time. 


National  Council  of  Amekican  Indians  (  Inc.  ) ,    . 

Washington,  D.  C,  March  10,  1930. 
Hon.  Lynn  J.  Frazier, 

Chairman  Senate  Committee  on  Indian  Affairs, 

Washington,  D.  C. 
My  Dear  Senator  Frazier:  Inclosed  herewith  is  a  clipping  taken  from  the 
Washington  Daily  News  of  this  morning's  issue.  As  you  will  see,  the  article 
makes  very  grave  charges  against  "  high  officials  "  of  the  Indian  Bureau.  It 
charges  that  Mr.  Walter  H.  Wheeler  was  advised  to  make  a  deal  with  the 
Rocky  Mountain  Power  Co.  whereby  Mr.  Wheeler  would  eliminate  himself. 

If  the  last  paragraph  of  this  article  is  true,  the  Flathead  Indians  would  lose 
$5,500,000  by  eliminating  Mr.  Wheeler  from  the  picture.  As  an  Indian  organiza- 
tion, we  are  always  interested  in  seeing  that  all  Indians  get  justice.  In  this 
case  we  would  like  to  know  whether  it  is  true  that  the  Flathead  Indians  are 
likely  to  lose  all  this  money.  Is  it  true  that  "  high  officials  of  the  Indian 
Bureau  "  have  proposed  to  Mr.  Wheeler  to  "  make  a  deal "  with  the  Rocky 
Mountain  Power  Co.?    Who  are  these  "high  officials  "? 

We  hope  your  committee  will  call  Mr.  Wheeler  and  have  him  disclose  the 
names  of  the  "  high  officials  of  the  Indian  Bureau,"  so  you  may  be  able  to  call 
them  before  your  committee  to  explain  these  charges. 
Very  sincerely, 

Gertrude  Bonnin,  President. 


The  American  Indian  Defense  Association  (Inc.), 

Washington,  D.  C,  March  19,  1930. 
Senator  Lynn  J.  Frazier, 

Chairman  Senate  Indian  Investigating  Committee. 
Dear  Senator  Frazier:  The  following  telegram  has  been  received  from  the 
tribal  council  of  the  Flathead  Indian  Tribe : 

"John  Collier, 

''American  Indian  Defense  Association,  37  Bliss  Building,  Washington,  D.  C: 
"  Flathead  Tribe  much  disturbed  at  report  that  some  high  Indian  Bureau 
official  is  trying  to  get  Walter  H.  Wheeler  to  sell  out  to  Montana  Power  Co. 
We  have  not  been  consulted  about  any  such  proposal.  We  know  Wheeler  is 
highest  bidder.  He  has  agreed  with  us  to  develop  our  sites  to  full  extent.  If 
he  should  make  deal  with  Montana  Power  Co.,  Flathead  Tribe  would  stand  to 
lose  millions  of  dollars.  Your  association  stood  up  for  us  in  past.  We  thought 
new  Indian  Bureau  Commissioner  would  stand  up  for  us  now.  Can  you  bring 
about  Investigation  these  charges  by  some  committee  of  Congress?  Do  you 
know  who  this  Indian  Bureau  official  is?    Please  help  if  you  can. 

"  Cavills  Dupuis." 
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We  suggest  that  an  investigation  through  witnesses  and  documents  should  be 
made  without  dehiy  by  the  Senate  Indian  investigating  committee.  We  state 
briefly  our  reasons  for  urging  such  an  investigation. 

1.  The  confidence  of  the  Indians  and  of  all  persons  interested  in  Indian 
welfare  with  respect  to  the  present  Indian  administration  will  be  undermined 
unless  the  allegation  of  Mr.  Walter  H.  Wheeler  respecting  an  unnamed  official 
of  the  Indian  Bureau  be  disproved  or  brought  into  the  open  through  a  naming 
of  the  official  in  question. 

The  oflGicials  of  the  Indian  Bureau  can  not  be  expect(  d  to  reply  to  a  charge 
which  does  not  name  any  person.  The  charge  by  Mr.  Wheeler,  in  the  context  in 
which  it  appeared,  is  a  grave  one  on  its  face  and  should  not  be  allowed  to  rest  at 
this  point,  where  it  has  created  atmosphere  and  suspicion  and  apparently  a 
great  fear  in  the  Flathead  Tribe,  whereas,  as  above  stated,  the  officials  of  the 
Indian  Bureau  are  shut  out  from  making  an  effectual  reply  by  the  anonymity  of 
the  charge. 

We  would  assume  that  the  officials  of  the  Indian  Bureau  would  welcome  an 
opportunity  before  your  committee  to  have  the  accused  oflBcial  named  and  to 
have  him  disprove  the  charge. 

The  above  circumstances  alone  would  seem  to  make  an  inquiry  by  your  com- 
mittee or  by  some  oflBcial  agency  imperative. 

2.  We  do  not  know  how  final  the  proposed  set-up  made  by  the  Department  of 
War,  stated  by  Mr.  Wheeler  to  have  been  transmitted  to  him  by  Secretary 
Wilbur,  may  be.  We  do  not  know  to  what  extent  it  may  reflect  the  decision 
of  the  Federal  Power  Commission. 

We  are  given  to  understand,  however,  that  a  set-up  has  been  provided  by  the 
Indian  Bureau  and  still  another  by  the  engineers  or  executives  of  the  Federal 
Power  Commission,  and  that  the  three  set-ups  are  comparable  in  their  general 
effect. 

On  the  assumption  that  the  alleged  War  Department  set-up  is  indicative  of 
the  intentions  of  the  Federal  Power  Commission,  we  have  analyzed  that  set-up 
with  a  good  deal  of  care  from  the  standpoint  of  its  effect  on  Indian  rights. 

We,  like  any  other  agency  seeking  to  understand  or  influence  the  situation, 
are  handicapped  through  a  number  of  facts  which  in  themselves  appear  to  indi- 
cate the  need  for  an  investigation. 

First,  the  hearings  before  the  Federal  Power  Commission  have  not  been 
printed,  although  Senator  Walsh  urged  that  they  should  be  printed. 

Second,  various  documents  are  known  to  have  been  prepared  by  officials  of 
the  Government,  with  a  controlling  bearing  upon  the  question  of  the  Flathead 
license  and  its  terms.  These  documents  have  not  been  published  nor  are  they 
of  public  record ;  in  fact,  they  are  withheld  from  scrutiny,  and  the  understand- 
ing appears  to  be  that  they  are  not  going  to  be  issued  until. the  permit  or 
license  has  been  issued.     But  then  they  will  have  only  an  academic  interest. 

In  addition  to  the  above,  there  has  appeared  in  the  appropriation  bill  a  clause 
which  we  regard  as  definitely  sinister,  viz.  the  clause  reauthorizing  the  con- 
struction of  a  Government  power  plant  at  the  Flathead  site,  this  power  plant 
being,  of  course,  the  Newell  Tunnel  plant,  which  would  simply  block  the  larger 
development.  The  chairman  of  the  House  Subcommittee  on  Interior  Depart- 
ment Appropriations  has  announced  that  unless  the  Federal  Power  Commission 
promptly  issues  a  license  to  the  Flathead  sites,  his  committee  will  insist  on  the 
construction  of  the  infinitesimal  Newell  Tunnel  plant,  with  consequent  irrep- 
arable injury  to  the  Flathead  Tribe  if  not  to  the  public  interest. 

The  facts  above  recited  make  us,  of  course,  hesitant  to  pass  judgment  on  the 
alleged  War  Department  set-up  affecting  the  rental  terms  to  be  demanded  of 
any  licensee  to  the  Flathead  sites.  But  on  its  face  the  War  Department  set-up 
appears  to  be  heavily  loaded  to  accomplish  two  distinct  purposes  which  are; 

(A)  To  encourage  a  restricted  development  and  discourage  a  total  develop- 
ment of  the  sites,  and  to  create  a  handicap,  possibly  decisive,  in  favor  of  that 
applicant  (Rocky  Mountain  Power  Co.)  who  has  testified  that  he  intends,  in 
any  event,  only  to  develop  a  portion  and  not  all  of  site  No.  1  and  not  any 
of  the  other  four  sites. 

(B)  The  other  effect  of  the  War  Department  set-up  involved  with  the 
above  (A)  would  be  to  fix  a  rental  to  the  Indians,  to  be  paid  by  the  favored 
applicant,  very  much  below  the  proper  amount  as  indicated  in  the  hearings 
before  the  Federal  Power  Commission. 

The  Rocky  Mountain  Power  Co.,  for  a  development  of  70,000  horsepower,  all 
that  it  states  its  purpose  to  develop,  would  pay  not  in  excess  of  $1.43  per  horse- 
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power  for  five  years  and  $1.78  per  horsepower  from  the  fifth  to  the  twentieth 
year. 

Actually  the  company  would  pay  much  less,  because  the  War  Department's 
rental  recommendations  ignore  the  10,000  additional  horsepower  at  Thompson 
Falls  which  would  be  gained  by  the  Montana  Power  Co.  through  this  license, 
and  because  in  addition  the  proposed  actual  development  of  G8,000  horsepower 
by  the  company  would  entail  a  horsepower  rental  a  good  deal  below  $1.43  for 
the  first  five  years. 

In  contradistinction,  the  rental  recommendations  of  the  War  Department 
would  place  on  the  competing  bidder,  if  his  undertakings  were  adopted,  the 
burden  of  $3.39  per  horsepower  for  site  No.  1  and  of  more  than  $6  per  horse- 
power for  the  other  sites. 

We  do  not  enter  into  a  further  discussion  at  this  time,  but  the  distress  of 
the  Indians  can  readily  be  understood  on  the  basis  of  what  we  have  stated. 

We  add  certain  facts  which  have  greatly  added  to  the  Indians'  distress  and 
to  the  feeling  of  doubt  among  others  as  to  the  situation. 

The  astounding  behavior  of  the  Indian  Bureau  superintendent  on  the  Flat- 
head Reservation,  Mr.  Coe,  has  been  called  to  your  attention.  Mr.  Coe,  acting 
with  certain  Indians  w^ho  admittedly  have  been  receiving  money  from  the  Mon- 
tana Power  Co.,  has  exerted  himself  to  discredit  the  tribal  council  and  to  throw 
the  apparent  support  of  the  tribe  behind  the  Montana  Power  Co.  application. 
Technically,  Superintendent  Coe  has  been  acting  in  open  insubordination  to  his 
Indian  Bureau  chiefs,  and  yet  his  activity  does  not  appear  to  have  been  checked, 
or  even  to  have  concerned  the  officials  at  headquarters,  though  it  has  been 
brought  to  their  attention. 

Information  now  comes  by  wire  from  the  Flathead  Tribal  Council  that  Chief 
Charlo,  one  of  those  who  received  money  from  the  Montana  Power  Co.  and 
with  whom  Superintendent  Coe  has  been  cooperating,  along  with  two  other 
Indians  of  the  same  small  group,  are  about  to  start  for  Washington,  their 
expenses  being  paid  by  somebody.  Are  they  being  financed  out  of  tribal  funds 
or  by  the  Montana  Power  Co.? 

In  sum.  From  every  possible  standpoint  it  appears  to  us  that  a  hearing  by 
your  committee  and  at  an  early  date  is  desirable.  It  is  peculiarly  your  com- 
mittee's responsibility  under  the  terms  of  the  Senate  resolution  creating  the 
Senate  Indian  Investigating  Committee.  We  urge  such  an  investigation,  with 
witnesses  and  documents  subpoenaed  and  the  oath  administered,  at  the  earliest 
possible  date. 

Respectfully, 

John  Coluee,  Executive  Secretary. 

We  will  call  on  Mr.  Wheeler  first  to  make  his  statement  in  regard 
to  that. 

Senator  Thomas.  Mr.  Chairman,  may  I  suggest  the  advisability 
of  having  a  representative  of  the  Indian  Bureau  make  a  statement 
first?  The  case  is  entirely  new  to  me,  and  I  would  like  to  have  a 
statement  from  the  bureau  of  what  this  controversy  is  about,  for  the 
general  benefit  of  the  committee. 

The  Chairman.  Well,  inasmuch  as  the  statement  purporting  to 
come  from  Mr.  Wheeler  and  published  in  the  newspapers  was  the 
basis  for  calling  the  hearing,  I  thought  it  would  be  best  to  hear  from 
Mr.  Wheeler  first. 

Senator  Thomas.  What  is  the  problem  ?  I  would  like  to  have  the 
problem  stated  first. 

The  Chahiman.  Mr.  Wheeler  can  explain  it. 

Senator  Thomas.  I  would  like  to  have  the  statement  come  from 
the  bureau.     I  make  that  suggestion ;  I  can't  urge  it. 

The  Chairman.  What  is  the  opinion  of  the  other  members  of  the 
subcommittee  in  regard  to  that  proposition  ? 

Senator  Wheeler.  Senator  Thomas  isn't  familiar  with  the  situa- 
tion. He  thought  he  would  like  to  have  a  statement  of  it  by  the 
Indian  Bureau  so  that  he  can  get  a  correct  picture  of  the  whole 
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situation.  Of  course,  I  know  it  myself  very  well,  but  I  think  if 
any  member  of  the  committee  wants  it  he  is  entitled  to  it. 

The  Chairman.  I  have  no  objection  to  that  method  of  proceeding. 
I  supposed  all  the  members  of  the  subcommittee  were  familiar 
with  it. 

Senator  Wheeler.  Senator  Thomas  didn't  attend  the  hearing  out 
there. 

Senator  Thomas.  Mr.  Chairman,  the  matter  "presents  to  me  just 
this  situation:  You  go  into  court.  You  have  your  petition,  and  the 
answer,  which  joins  the  issue.  That  is  the  basis  for  the  trial.  Now, 
we  come  in  here  with  a  witness.  It  is  my  misfortune,  or  my  neg- 
lect, perhaps,  that  I  am  not  advised,  but  I  think  the  bureau  should 
be  accorded  the  right  to  make  a  statement  of  what  the  trouble  is, 
if  there  is  any  troulDle,  or,  at  least,  what  the  problem  is.  I  think  that 
can  be  done  in  just  a  minute  or  two. 

The  Chairman.  The  whole  situation,  as  I  see  it,  is  plainly  this : 
According  to  the  press  a  certain  statement  is  attributed  to  Mr. 
Walter  H.  Wheeler,  one  of  the  bidders  for  the  Flathead  power  sites. 
I  have  here  a  clipping  from  the  March  10  issue  of  the  Washington 
News  which  states  that — 

Wheeler  makes  known  for  the  first  time  in  this  statement  the  fact  that  **  high 
officials  "  of  the  Indian  Bureau  have  proposed  to  him  that  he  make  a  deal  with 
the  Rocky  Mountain  Power  Co.,  taking  a  minority  stock  holding  and  eliminating 
himself  from  the  fight  for  the  sites.    Wheeler  rejected  this  proposal. 

That  statement,  according  to  the  press,  was  made  by  Mr.  Wheeler, 
and  this  hearing  was  called  to  ascertain  whether  he  did  in  fact  make 
such  a  statement,  and,  if  so,  to  afford  him  an  opportunity  to  sub- 
stantiate it. 

Senator  Thomas.  What  is  this  controversy  about  ? 

The  Chairman.  It  is  about  the  leasing  of  the  Flathead  power  sites. 

Senator  Wheeler.  That  is  what  Senator  Thomas  doesn't  know 
anything  about. 

The  Chairman.  Well,  Senator,  it  seems  to  me  improbable  that 
any  member  of  the  Indian  Affairs  Committee  should  not  be  informed 
as  to  the  controversy  over  the  Flathead  power  sites  that  has  been 
going  on  for  the  past  two  or  three  years.  Hearings  lasting  for  days 
were  held  last  fall,  and  the  papers  have  been  full  of  it  ever  since. 
Statements  have  been  made  on  the  floor  of  the  Senate  about  it.  But 
if  you  want  a  statement  from  the  Commissioner  of  the  Indian 
Bureau,  I  have  no  objection  to  it. 

Senator  Thomas.  Of  course,  I  am  one  member  of  the  Senate  who 
doesn't  know  all  about  what  is  going  on.  In  this  particular  case  I 
confess  my  extreme  ignorance  of  what  this  is  all  about,  and  for  that 
reason  I  ask  the  Commissioner  of  Indian  Affairs  to  make  a  statement 
of  what  this  trouble  is. 

The  Chairman.  Very  well.    Commissioner  Rhoads. 

Mr.  Rhoads.  Mr.  Chairman,  Mr.  Scattergood  has  given  special 
attention  to  this  power  development  and  is  thoroughly  familiar  with 
the  subject.  With  your  permission,  I  would  be  very  glad  to  have 
Mr.  Scattergood  make  a  statement  outlining  the  situation. 

The  Chairman.  Yes.    Mr.  Scattergood. 
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STATEMENT   OF  J.   HENKY   SCATTERGOOD,   ASSISTANT    COMMIS- 
SIONER BUREAU  OF  INDIAN  AFFAIRS,  WASHINGTON,  D.  C. 

(The  witness  declined  to  be  sworn,  but  affirmed.) 

The  Chairman.  Proceed,  Mr.  Scattergood. 

Mr.  Scattergood.  Mr.  Chairman,  for  Senator  Thomas's  benefit  I 
will  state  that  the  site  upon  the  Flathead  Reservation  is  a  very 
favorable  one  for  power  development,  with  five  possible  sites  to  be 
developed  on  the  Flathead  River  immediately  below  the  outlet  of 
Flathead  Lake  which  has  a  large  storage  reservoir  and  can  be  con- 
siderably increased  by  building  a  dam;  and  the  horsepower  esti- 
mated to  be  developed  from  site  No.  1,  which  is  the  largest  of  them, 
ranges  from  the  low  estimate  made  by  one  of  the  two  applicants, 
68,000,  to  105,000  horsepower  estimated  by  the  other  applicant.  The 
Federal  Power  Commission  estimates  that  the  capacity  of  the  site  is 
about  80,000  horsepower.  There  are  four  other  sites  down  the  river 
with  an  aggregate  head  of  pretty  nearly  as  much  as  the  first  site 
has.  It  would  develop,  perhaps,  as  much  power  again,  making 
roughly  for  calculating  purposes  100,000  horsepower  or  less,  for  one 
site,  or  214,000  horsepower  for  the  five  sites. 

Senator  Thomas.  Has  this  water  power  been  developed? 

Mr.  Scattergood.  No,  sir. 

Senator  Thomas.  What  is  the  status  of  its  development  ? 

Mr.  Scattergood.  There  are  two  bidders  for  it.  One  of  them  has 
been  an  applicant  for  a  preliminary  permit  and  now  for  a  final 
license.  This  one,  the  Rocky  Mountain  Power  Co.,  since  1920,  had 
application  No.  5  made  immediately  after  the  passage  of  the  Federal 
power  act. 

The  other  applicant  is  here,  Mr.  Walter  H.  Wheeler,  of  ^linneap- 
olis,  a  well-known  civil  engineer.  He  is  an  independent  applicant. 
He  is  an  applicant  for  a  preliminary  permit,  which  would  involve  a 
period  of  time,  as  allowed  by  the  Federal  Power  Commisson. 
Usually  they  never  give  a  prelminary  permit  for  more  than  three 
years,  and  it  can  be  for  as  short  a  period  as  one  3^ear.  That  is  to 
enable  the  applicant,  if  the  preliminary  permit  is  granted  him,  to 
make  a  study  of  the  site  and  come  forward  with  figures  and  an 
actual  showing  of  finances  and  ability  to  market  the  power  which 
would  warrant  the  Federal  Power  Commission  in  giving  a  license 
covering  a  period  of  50  years. 

Senator  Wheeler.  Let  me  ask  you  a  question:  The  Flathead 
Lake  is  about  35  miles  long  and  about  10  miles  wide,  is  it  not— or  30 
miles,  say. 

Mr.  Scattergood.  It  has  1,100,000  acre-feet  in  it — I  mean  120,000 
acres,  with  10-foot  storage,  which  makes  roughly  1,100,000  to  1,200.- 
000  acre-feet  of  storage,  according  to  different  estimates.  It  is  a 
verv  big  fine  natural  reservoir. 

Senator  Wheeler.  And  the  power  site  itself  is  in  the  Indian  res- 
ervation ? 

Mr.  Scattergood.  Yes.  About  half  of  the  reservoir  will  be  on  tb.o 
Indian  reservation  and  half  of  it  off  all  of  the  five  sites  on  the 
river  are  within  the  reservation.  Consequently,  the  Indians  have  a 
direct  interest  in  the  development  of  these  power  sites. 
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Senator  Wheeler.  Let  me  ask  you,  for  my  own  information :  You 
say  there  is  a  difference  in  the  amount  of  horsepower  that  the  appli- 
cants claim  they  can  develop  ? 

Mr.  ScATTERGOOD.  That  is  right. 

Senator  Wheeler.  Well,  is  that  something  that  can  be  figured  out 
mathematically,  as  to  just  how  much  can  be  developed;  or  does  it 
depend  upon  the  particular  applicant — I  mean  for  one  site. 

Mr.  ScATTERGOOD.  No ;  the  site  can  be  developed  by  either  one. 
The  same  set  of  facts  and  the  same  engineering  data  would  apply  to 
both  applicants. 

Senator  Wheeler.  Exactly.  I  mean,  either  one  that  got  the  first 
site,  for  instance,  would  develop  the  same  amount  of  horsepow^er ;  is 
that  correct  ? 

Mr.  ScATTERGOOD.  Yes;  if  the  engineering  was  as  well  done  in  one 
case  as  in  the  other.  Considering  the  levels  of  the  lake,  the  top 
and  lower  levels  would  be  the  same,  as  fixed  by  the  Federal  Power 
Commission;  but,  of  course,  there  are  certain  other  variables  that 
come  in  there  that  are  not  exactly  the  same. 

Senator  Wheeler.  The  Rocky  Mountain  Power  Co.  is  one  appli- 
cant and  Walter  H.  Wheeler  is  the  other  applicant  for  these  power 
sites? 

Mr.  ScATTERGOOD.  That  is  right. 

Senator  Wheeler.  The  Rocky  Mountain  Power  Co.,  which  is  a 
subsidiary  of  the  Montana  Power  Co.,  has  applied  for  a  license;  is 
that  correct? 

Mr.  ScATTERGOOD.  The  Rocky  Mountain  Power  Co.  has  applied 
for  a  license,  yes,  for  a  50-year  period  and  is  ready  immediately  to 
develop. 

Mr.  Grorud.  Pardon  me — for  the  first  site  ? 

Mr.  ScATTERGOOD.  Site  No.  1. 

Senator  Wheeler.  Yes ;  for  site  No.  1.  Now,  has  Walter  Wheeler 
applied  for  a  license  or  a  permit? 

Mr.  ScATTERGOOD.  A  preliminary  permit;  for  all  five  sites. 

Senator  Wheeler.  You  held  hearings  out  there  for  how  long  a 
time? 

Mr.  ScATTERGOOD.  Elevcu  days,  from  October  28,  in  Washington. 

Senator  Wheeler.  Eleven  days  from  October  28  ? 

Mr.  ScATTERGOOD.  Yes ;  very  exhaustive  hearings. 

Senator  Wheeler.  Has  the  power  commission  ever  held  in  any 
case  as  exhaustive  hearings  as  they  held  in  this  case,  on  any  power 
site  ? 

Mr.  ScATTERGOOD.  I  am  informed  that  they  never  have. 

Senator  Wheeler.  And  you  held  open  public  hearings  on  this 
power-site  matter  at  the  request  of  the  Montana  delegation  in  Con- 
gress, did  you  not? 

Mr.  ScATTERGOOD.  I  will  Say  to  you.  Senator,  I  can  only  speak  as 
a  third  party  because  the  hearings  were  held  under  the  auspices  of 
the  Federal  PoAver  Commission;  and  the  Indian  Office  appeared  as 
one  of  the  parties  of  record.  I  believe  you  are  correct  in  saying  that 
the  Federal  Power  Commission  held  open  public  hearings  because 
the  Montana  Senator,  or  Senators,  whichever  it  was,  wanted  to  have 


3388     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

a  public  hearing  before  the  entire  commission  instead  of  simply  be- 
fore the  executive  secretary,  which  had  usually  been  the  practice. 
Senator  Thomas.  That  is  all  I  want. 

Senator  Pine.  As  to  the  benefits  to  the  Indians,  do  they  accure  to 
the  Government  as  trustee  for  the  Indians,  or  directly  to  the  tribal 
authorities  ? 

Senator  Wheeler.  My  contention  has  always  been  that  the  pro- 
ceeds from  a  power  site  on  a  reservation  should  go  to  the  Indians. 
The  Federal  water  power  act  provides  that  where  a  power  site  on 
a  reservation  is  leased  the  proceeds  shall  go  to  the  Indians.  Now, 
there  is  some  controversy  here  as  between  the  white  settlers  and  the 
Indians.  The  whites  are  claiming  certain  rights.  People  off  the 
reservation  contend  that  they  are  entitled  to  some  of  the  benefits, 
but  that  is  a  matter  to  be  settled  by  the  power  commission,  and  if 
it  isn't  settled  satisfactorily  to  the  parties  then  they  will  probably  go 
into  court  to  determine  what  their  rights  are. 

Senator  Walcott.  Was  that  a  part  of  the  hearings,  Mr.  Scatter- 
good?     Did  the  claim  come  up  in  the  hearing? 

Mr.  ScATTERGOOD.  The  principle  is  involved  in  it,  but  not  the  de- 
tailed ownership  of  the  land  because,  as  a  matter  of  fact,  individual 
owners  around  the  lake  whose  lands  will  be  appropriated,  will,  of 
course,  be  settled  with  under  the  usual  eminent  domain  provisions 
of  such  a  case.  Whichever  applicant  is  finally  selected  would  have 
the  duty  to  pay  damages. 
Senator  Wheeler.  Certainly. 

Mr.  ScATTERGOOD.  The  interest  of  the  Indian,  however,  is  in  the 
tribal  lands  which  comprise  the  actual  ownership  of  these  power 
sites  and  part  of  the  lake,  and  whatever  rental  can  be  secured  from 
the  successful  applicant  belongs  to  the  Indians.  The  interest  of 
the  Indian  Bureau  in  this  matter  has  been  to  represent  the  Indians 
and  get  as  high  a  rental  as  the  proposition  will  warrant,  bearing  in 
mind  the  complicated  interests  at  large,  which,  of  course,  involve  the 
general  public  of  Montana,  the  settlers  in  the  irrigation  district  that 
claim  their  rights  and  are  a  party  of  record,  the  Indians,  and  the 
company  itself  which  has  a  right  under  the  law  to  a  proper  return 
on  its  investment. 

Senator  Wheeler.  So  that  you  can  get  the  picture  quite  clear  as 
to  that  feature  of  the  controversy,  the  Indian  reservation  was  thrown 
open  by  act  of  Congress,  and  by  reason  of  the  fact  that  it  was  thrown 
open  by  act  of  Congress  settlers  went  in  there  and  bought  certain 
parts  of  the  land.  The  settlers  are  contending  that  because  of  certain 
acts  of  Congress  they  have  some  moral  if  not  legal  rights  to  portions 
of  the  power  site  or  to  all  of  it.  Now,  it  has  been  my  contention 
always  that  it  belonged  to  the  Indians  under  the  act  of  Congress, 
but,  as  I  say,  that  is  a  purely  legal  question  that  will  probably  have 
to  be  thrashed  out  in  court. 

Mr.  ScATTERGOOD.  It  is  about  as  complicated  a  situation  as  it  is 
imaginable  to  have. 

Senator  Wheeler.  One  other  question :  Walter  Wheeler  bid  what 
amounted  to  $1.12l^  per  horsepower  per  year? 
Mr.  ScATTERGOOD.  $1,121/^  per  horsepower  per  year. 
Senator  Wheeler.  And  the  Kocky  Mountain  Power  Co.  put  in  a 
bid  of  $1  per  horsepower  per  year. 
Mr.  Soattergood.  Yes;  for  Indian  rental. 
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Senator  Wheeler.  Now,  the  department,  as  I  understand  it, 
ignores  both  of  these  figures,  and  figures  out  what  it  should  bring  in 
to  the  Indians. 

Mr.  ScATTERGOOD.  Yes ;  that  is  the  attitude  of  the  Indian  Bureau. 

Senator  Wheeler.  Yes ;  that  is  what  I  mean. 

Mr.  ScATTERGOOD.  I  happen  to  have  been  interested  in  water  power 
m  previous  cases  when  I  was  on  the  public  service  commission  of 
Pennsylvania,  and  had  a  little  look  into  what  earnings  could  be 
developed,  and  so  on,  at  Conowingo;  so  I  have  made  it  a  personal 
matter  and  have  tried  to  get  all  that  was  possible  in  this  case  for 
the  Indians,  within  reason,  to  protect  their  interests. 

Senator  Wheeler.  What  you  figured  out  came  to  a  higher  amount 
than  what  either  one  of  these  people  put  in  a  bid  for,  is  that  correct  ? 

Mr.  ScATTERGOOD.  Very  much  higher. 

Senator  Wheeler.  And  I  also  understand  that  the  W^r  Depart- 
ment figured  it  very  much  higher. 

Mr.  ScATTERGOOD.  Yes.  The  Secretary  of  the  Interior  has  this 
whole  matter  in  hand,  and  I  want  to  say  at  the  very  beginning  that 
I  hesitate  to  be  drawn  into  an  open  discussion  at  this  time  because  of 
the  delicacy  of  this  situation,  because  it  is  still  in  an  unsettled  state. 
If  anybody  is  to  talk  about  it  it  ought  to  be  the  Secretary.  I  can  say^ 
however,  that  the  Secretary  is  thoroughly  interested  in  protecting 
the  interests  of  the  Indians;  and  I  am  sure,  from  what  I  have  seen 
of  him,  he  wouldn't  think  of  allowing  this  site  to  be  awarded  to 
anybody  without  a  proposition,  as  he  expresses  it,  that  will  "  wear 
well ". 

Senator  Wheeler.  I  didn't  mean  to  go  into  detail,  but  the  figures 
of  the  Secretary  of  the  Interior  have  been  given  out  and  are  more  or 
less  public,  I  think. 

Mr.  ScATTERGOOD.  I  will  tell  you  the  history  of  that  in  brief. 

Senator  Wheeler.  I  didn't  mean  to  go  into  detail. 

Mr.  ScATTERGOOD.  We  have  already  ftiade  a  very  careful  analysis 
and  the  Indian  Bureau  has  made  an  intradepartmental  report  to  the 
Secretary ;  and  the  Federal  Power  Commission  has  likewise  made  its 
study  and  report.  The  Secretary  has  had  those  reports  available. 
In  addition  to  that,  to  be  reinforced,  he  has  lately  submitted  the  facts 
of  the  hearing  to  the  engineers  of  the  War  Department,  to  have  an 
entirely  fresh  study  made  by  them,  and  they  have  reported,  and  I 
think  that  the  figures  Senator  Wheeler  has  referred  to  are  the  figures 
that  have  been  submitted  to  the  Secretary  by  the  Army  engineers 
as  the  proper  basis  for  the  Indian  rental  charge. 

Senator  Wheeler.  He  has  furnished  me  a  copy  of  those  figures. 
Then,  also,  the  question  has  come  up,  and  I  have  received  numerous 
telegrams  and  letters  asking  why  the  Government  shouldn't  build 
this.  I  am  sure  you  are  aware  of  the  fact  that  I  have  taken  it  up 
with  the  Indian  Department  and  suggested  to  them  that  I  would 
like  to  see  a  public  development  of  this  by  the  Government,  but  have 
been  told  by  you  that  the  situation  was  such  that  it  was  impossible 
to  get  it  either  from  Congress  or  in  any  other  way. 

Mr.  ScATTERGOOD.  I  am  not  an  authority  on  stating  what  is  possible 
or  impossible  to  get  out  of  Congress.  I  do  say  that,  as  desirable  as 
that  might  be  from  the  standpoint  of  reducing  the  interest  charge, 
it  does  involve,  as  was  said  at  the  hearing  by  at  least  two  Congress- 
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men — ^I  am  not  sure  whether  Senator  Walsh  when  he  came  also  spoke 
of  it  or  not,  but,  at  any  rate,  both  Congressmen  spoke  of  it,  and  they 
referred  to  the  difficulty  of  getting  through  Congress  an  appropria- 
tion such  as  this  would  require  of  $7,500,000  or  $8,000,000  to  have 
this  project  built  by  the  Government,  because  it  probably  would  be 
bandied  about  like  Muscle  Shoals  and  be  subjected  to  a  long-drawn- 
out  struggle  with  consequent  long  delay  in  getting  any  revenue  for 
the  Indians. 

But  so  far  as  I  have  seen,  I  have  not  found  any  one  who  on  the 
theoretical  merits  of  the  case  and  apart  from  the  political  side  of  it, 
did  not  admit  that  a  fine  showing  could  be  made  provided  the  power 
could  be  marketed.  The  saving  in  interest  alone  at  say  41/2  per  cent 
as  compared  to  an  allowed  8  per  cent  return  to  a  private  licensee 
would  itself  pay  off  the  whole  irrigation  investment  of  the  Govern- 
ment without  a  dollar  of  construction  charges  ever  having  to  be 
levied  against  the  land. 

Senator  Wheeler.  I  have  always  contended,  and  contend  now, 
that  if  there  was  a  possibility  of  it  being  built  and  developed  by  the 
Government  it  would  be  a  fine  thing,  but  I  have  always  felt  that  it 
would  be  difficult  to  do  it  because  there  wasn't  a  market  for  the 
power,  at  least  unless  we  brought  in  a  market  for  it.  Whether  that 
could  be  done  by  the  Government  or  not  I  don't  know. 

Mr.  ScATTERGOOD.  If  the  Government  should  do  anything  of  that 
kind,  it  ought  to  arrange  to  market  the  power  previously  to  building 
the  project,  as  is  being  done  now  in  the  case  of  Boulder  Canyon. 
Otherwise  the  Government  would  get  itself  into  the  same  position 
as  it  is  in  now  as  to  Muscle  Shoals — with  nobody  contracted  to  buy 
the  power.  Now  if  anybody  comes  along  there  he  wants  to  pick 
up  a  bargain  because  of  the  jam  the  Government  is  in. 

Senator  Thomas.  What  is  the  estimated  cost  of  development  of 
these  power  sites? 

Mr.  ScATTEEGOOD.  Well,  the  Rocky  Mountain  Power  Co.  brought 
in  an  estimate  of  slightly  under  $8,000,000;  and  Mr.  Wheeler's  was 
something  more  than  $8,800,000 —  I  have  forgotten  exactly  what  it 
was. 

Senator  Thomas.  Another  question:  We  have  two  bidders  here. 
What  outlet  is  possible  for  them  to  market  the  power? 

Mr.  ScATTERGOOD.  There  are  two  widely  divergent  plans.  First, 
the  Montana  Power  Co.,  with  nine  plants,  would  probably  tie  this 
new  plant,  if  it  secured  a  license,  into  its  general  system.  However, 
this  company  has  been  representing  that  its  one  immediate  opening 
for  new  power  would  be  in  enlarged  demand  for  electrolytic  zinc 
development  down  at  Anaconda,  where  it  has  a  contract  already 
existing  at  one  of  the  lowest  prices  anywhere — $25  at  Anaconda, 
and  with  a  sliding  scale  which  would  make  the  price  even  less  if 
the  price  of  zinc  should  go  down.  Hence  they  state  that  they  would 
expect  to  shoot  this  new  Flathead  power  right  over  to  Anaconda. 

Secondly,  Mr.  Wheeler  hopes  to  be  able  through  the  offer  of  $15 
power  at  Flathead  to  induce  entirely  new  industries  to  locate  there. 

Senator  Wheeler.  While  the  Montana  Power  Co.  isn't  a  sub- 
sidiary of  the  Anaconda  Copper  Mining  Co.,  yet  the  same  interests 
that  control  the  Anaconda  Copper  Mining  Co.  control  the  Montana 
Power  Co. 
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Mr.  ScATTERGOOD.  Well,  I  don't  know  that  I  can  throw  you  any- 
light  on  that.  That  may  have  been  true  in  the  past  more  than  at 
present,  because  John  D.  Ryan  is  chairman  of  the  board  of  the 
Anaconda  Copper  mining  Co.,  and  is  also  the  president  of  the  Rocky 
Mountain  Power  Co.  and  the  Montana  Power  Co.  But  new  interests 
have  recently  acquired  enough  stock  to  practically  control  the  Mon- 
tana Power  Co.,  and  the  new  interests,  I  believe,  if  I  am  rightly 
informed,  are  not  associated  with  the  Anaconda  Copper  Mining  Co. 

Senator  Wheeler.  That  is  something  I  didn't  know  anything 
about. 

Mr.  ScATTERGOOD.  This  ^lontana  Power  Co.  now  belongs  to  the 
American  Power  &  Light  Co. 

Senator  Thomas.  You  appear  here  in  the  interest  of  the  Indians 
who  own  this  property  ? 

Mr.  ScATTERGOOD.  Absolutely. 

Senator  Thomas.  And  are  trying  to  get  for  them  the  highest  re- 
turn that  is  consistent? 

Mr.  ScATTERGOOD.  That  is  it.  Of  course,  we  haven't  the  slightest 
interest  in  one  party  or  the  other,  except  to  get  as  much  as  possible 
and  as  quickly  as  possible  for  the  Indians.  Now,  when  Mr.  "Wheeler 
is  called  he  can  speak  for  himself,  with  his  proposal  to  offer  very  low 
power  cost  in  the  hope  of  bringing  in  new  industries.  He  hopes  to 
bring  about  the  construction  of  electrochemical  and  fertilizer  plants 
and  any  other  developments  which  can  be  induced  to  locate  there 
because  of  low-cost  power. 

Senator  Thomas.  Mr.  Chairman,  this  is  the  exact  information  I 
want. 

Senator  Wheeler.  Just  one  other  question :  In  the  event  it  is 
leased  either  to  Mr.  Wheeler  or  the  Montana  Power  Co.,  they  are 
leasing  it  for  50  years,  and  at  the  end  of  50  years  the  Government 
will  have  the  right  to  come  in  and  take  over  the  plant  and  pay  them 
for  the  actual  amount  the}^  put  into  it ;  is  that  correct  ? 

Mr.  ScATTERGOOD.  Yes :  under  the  Federal  w^ater  power  act  the 
right  is  retained  by  the  Government  to  recapture  at  the  end  of  the 
50  years'  period  of  the  lease  by  payment  to  the  licensee  of  the  out- 
standing net  investment  cost  invested  in  the  project. 

The  Chairman.  Is  there  anything  further? 

Senator  Wheeler.  Xo. 

The  Chairman.  Mr.  Wheeler,  you  may  proceed  with  your  statement. 

STATEMENT  OF  WALTER  H.  WHEELER,  CONSULTING  ENGINEER, 
MINNEAPOLIS,  MINN. 

(The  witness  was  sworn  by  the  chairman.) 

Mr.  Wheeler.  Mr.  Chairman  and  members  of  the  committee  :  At 
the  beginning  of  my  testimony  I  ask  the  privilege  of  stating  what 
I  intend  to  prove,  and  likewise  of  referring  to  the  published  state- 
ments of  certain  other  witnesses  present  in  Washington,  from  which 
]  draw  the  conclusion  that  they  are  prepared  to  prove  certain  facts. 

I  assume  that  this  hearing  by  the  Senate  Indian  Investigating 
Committee  was  called  with  particular  reference  to  the  charges  by 
me  and  others,  affecting  the  interests  of  the  Indians  in  the  Flathead 
River  power  sites  matters  and  the  conduct  of  the  Interior  Depart- 
ment and  the  Indian  Bureau  with  respect  to  the  Indian  interests. 
26465— 30— PT 10 9 
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Senator  Wheeler.  Is  it  the  purpose  of  the  chairman  to  rehear 
all  of  the  testimony  that  was  taken  before  the  Federal  Power  Com- 
mission and  have  the  committee  try  to  decide  as  to  who  the  property 
should  be  given,  to  tell  the  department  who  it  should  give  it  to,  or 
is  it  the  purpose  just  to  go  into  the  statement  of  this  particular 
witness;  or  what  is  the  purpose? 

The  Chairman.  The  purpose  is  to  get  the  foundation  for  the  state- 
ment that  appeared  in  the  press  purporting  to  have  been  made  by  Mr. 
Wheeler. 

Senator  Wheeler.  If  that  is  the  case,  I  think  the  witness  ought 
to  state  what  that  is. 

The  Chairman.  I  s^e  no  reason  why  he  should  not  be  permitted 
to  make  a  statement  leading  up  to  this  statement  that  appeared  in 
the  press. 

Senator  Wheeler.  I  have  no  objection  to  his  leading  up  to  it. 
If  he  isn't  going  to  lead  up  to  it  I  think  he  can  very  easily  be  asked 
whether  that  statement  was  made  to  him  or  whether  it  wasn't. 

The  Chairman.  I  take  it  that  he  is  coming  to  that. 

Mr.  Wheeler.  I  am  coming  to  that,  Mr.  Chairman.  I  ask  per- 
mission to  make  my  statement  without  interruption  if  I  may 

Senator  Wheeler  (interrupting) .  I  propose  to  interrupt  you,  Mr. 
Wheeler,  or  any  other  witness  that  comes  before  the  committee, 
whenever  I  see  fit. 

The  Chairman.  I  suggest  that  he  be  permitted  to  make  his  state- 
ment in  his  own  way.  Of  course,  if  you  want  to  ask  questions  at 
any  time  you  may  do  so. 

Mr.  Wheeler.  Now,  Mr.  Chairman,  in  my  statement  I  shall  be 
compelled,  in  order  to  make  all  of  the  facts  significant,  to  recite  the 
history  of  my  application  for  the  Flathead  power  site  permit.  But 
with  particular  reference  to  the  interests  which  I  assume  that  this 
committee  has  I  may  state  briefly: 

First,  that  I  shall  offer  proof  that  the  Federal  Power  Commis- 
sion and  the  Indian  bureau,  on  the  record  and  on  the  basis  of  con- 
versations to  which  I  shall  testify  are  determined  to  issue  the  per- 
mit or  license  to  the  Flathead  sites  to  the  Rocky  Mountain  Power 
Co.,  my  competitor. 

Second,  I  shall  offer  proof  exclusively  from  the  record  of  two 
facts  with  respect  to  this  predetermination  by  the  officials  in  favor 
of  the  Montana  Power  Co.,  as  follows : 

1.  (a)  The  Montana  Power  Co.  offers  enormously  less  revenue 
to  the  Indians  than  I  offer ;  and, 

(b)  A  set-up  of  proposed  rental  charges,  submitted  to  me  by 
the  Secretary  of  the  Interior,  not  merely  handicaps  me  as  a  competi- 
tive bidder  against  the  Rocky  Mountain  Power  Co.  but  has  the 
effect  of  granting  the  sites  to  the  Montana  Power  Co.  at  a  minimum 
rental  to  the  Flathead  tribe. 

2.  I  shall  refer  to  published  statements  by  other  witnesses  present 
in  Washington,  which  statements  are  alleged  to  rest  on  public 
records  and  affidavits,  purporting  to  show  that  the  Indians  have 
been  manipulated  through  corrupt  practices  by  the  Montana  Power 
Co. ;  that  the  superintendent  of  the  Flathead  Reservation,  Charles  E. 
Coe,  has  assisted  in  this  manipulation ;  and  that  the  facts  have  been 
fully  laid  before  the  Interior  Department  but  without  securing  cor- 
rection. 
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3.  I  shall  testify  that  the  Assistant  Commissioner  of  Indian  Af- 
fairs, Mr.  J.  Henry  Scattergood,  has  made  a  specific  and  earnest 
effort  to  persuade  me  to  make  a  deal  with  the  Rocky  Mountain 
Power  Co.  and  retire  from  the.  field  as  a  competitor  for  the  Flathead 
power  sites. 

I  shall  prove  by  the  record  that  this  action  by  the  Assistant  Com- 
missioner of  Indian  Affairs  is  consistent  with  the  acts  and  proce- 
dure of  the  Federal  Power  Commission  since  the  time  when  my 
application  for  a  permit  was  filed  down  to  the  present  day.  I  shall 
prove  that  my  application  has  been  handicapped  through  a  series 
of  overt  acts  by  the  commission  or  its  agents;  that  a  tentative  deci- 
sion to  grant  the  sites  to  my  competitor  was  arrived  at  and  announced 
on  the  basis  of  an  alleged  investigation  conducted  before  I  entered 
the  field,  although  purporting  to  deal  likewise  with  my  application ; 
that  when  public  hearings  were  called  I  was  intentionally  placed  by 
the  commission  in  the  handicapped  position  of  resting  under  the> 
burden  of  being  required  to  prove  that  a  decision  already  made  in 
favor  of  my  competitor  should  be  overturned ;  that  essential  records 
properly  public  have  been  persistently  withheld  from  me  by  the 
commission;  and,  finally,  that  the  rental  set-up  transmitted  by  the 
Secretary  of  the  Interior  has  the  effect,  and  in  the  light  of  the  accom- 
panying facts  can  be  charged  with  having  been  definitely  framed 
to  have  the  effect  of  placing  an  overwhelming  handicap  on  any  inde- 
pendent and  bona  fide  competitor  of  the  Rocky  Mountain  Power 
Co.,  and,  further,  of  encouraging  the  holding  of  the  Flathead  sites 
by  the  Montana  Power  Co.,  if  it  obtains  the  license,  with  a  mini- 
mum instead  of  a  maximum  development,  and  at  a  minimum  instead 
of  a  maximum  revenue  to  the  Indian  tribe. 

I  will  show  that  if  the  commission  grants  this  license  to  the  Rocky 
Mountain  Power  Co.  it  will  tie  up  over  200,000  horsepower  addi- 
tional to  this  power  company,  which  already  owns,  through  the  Mon- 
tana Power  Co.,  over  200,000  horsepower  in  other  undeveloped  sites. 
This  will  give  the  Montana  Power  Co.  enough  undeveloped  power 
to  take  care  of  its  growth  for  the  next  40  years.  It  already  has 
enough  to  last  for  20  years.  And  I  will  show  that  all  independent 
power  interests  will  be  shut  out  of  Montana. 

With  the  consent  of  the  committee,  I  will  now  proceed  to  develop 
my  statement  chronologically.  Five  power  sites  are  involved  in  this 
project,  situated  between  Poison  and  Dixon,  on  the  Flathead  River. 
The  prime  power  capacity  of  the  five  sites  is  about  214,000  horse- 
power. 

The  prime  power  capacity  of  power  site  No,  1,  which  includes  the 
storage  in  Flathead  Lake,  is  about  105,000  horsepower. 

The  prime  power  capacity  of  Muscle  Shoals  with  auxiliary  steam 
plant  is  about  200,000  horsepower. 

The  Flathead  River  power  sites  are  surrounded  by  vast  stores  of 
raw  materials  suitable  for  use  in  various  chemical  and  metallurgical 
processes  which  require  large  amounts  of  very  cheap  electric  power 
for  their  successful  operation.  One  of  the  raw  materials  is  phosphate 
rock,  which  is  required  for  the  production  of  high-grade  phosphate 
fertilizer. 

The  other  applicant  for  these  power  sites  is  the  Rocky  Mountain 
Power  Co.,  a  subsidiary  of  the  Montana  Power  Co...  The  Montana 
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Power  Co.  is  owned  by  the  American  Power  &  Light  Co.,  and  through 
it  controlled  by  the  Electric  Bond  &  Share  Co.  The  Rocky  Moun- 
tain Power  Co.  filed  its  application  for  a  preliminary  permit  on 
these  Rve  power  sites  in  1920.  This  application  remained  dormant 
until  1927. 

On  August  20,  1927,  the  Secretary  of  the  Interior  wrote  Senator 
Lynn  J.  Frazier,  stating  that  "  whether  the  power  was  developed  or 
not  was  a  matter  that  was  immaterial  to  him  personally  "  and  that 
he  would  *'  await  action  by  the  Indians  in  the  matter."  I  was 
informed  of  this  letter. 

On  September  3,  1927,  I  called  on  the  Federal  Power  Commission 
in  search  for  further  information  as  to  how  to  proceed  to  obtain 
a  permit  or  license  to  develop  said  sites.  I  was  then  and  there 
informed  that  before  any  permit  or  license  could  be  issued  to  me 
I  must  make  an  agreement  with  the  Indians  for  the  use  of  their 
power  sites. 

Senator  Wheeler.  Who  informed  you  as  to  that  ? 

Mr.  Wheeler.  Major  Reineke,  who  was  acting  executive  secretary 
of  the  Federal  Power  Commission  at  the  time. 

1  want  to  give  each  member  a  copy  of  this  statement  so  that  they 
can  follow  it  through,  and  also  a  chart  showing  the  rentals. 

(Said  chart  showing  the  rentals  is  printed  here,  as  follows:) 


Diagram    No.    1. — Flathead   River   power   project,    Montana 

[Diagram  showing  increase  in  rent  of  power  sites  as  amount  of  power  generated  in- 
creases ;  also  the  low  rate,  comparatively,  charged  Rocky  Mountain  Power  Co.,  by 
reason  of  the  increase  in  power  at  I'hompson  F'alls  plant  of  Montana  Power  Co.] 
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Note. — The    above    figures    are    read    from    a    diagram    submitted    and    are    therefore 
approximate. 

Diagram   No.   2, — Operating   cost   per   horsepower  and   rental   of   power   .It'S, 
Flathead  River  power  project,  Montana 

[Diagram  showing  operating  cost  per  horsepower  and  rental  charge  per  horsepower  based 
on  recommendations  of  the  War  Department  dated  February  27,  1930,  included  in 
letter  of  February  28,  1930,  of  Ray  Lyman  Wilbur  to  Walter  H.   Wheeler.] 
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Note.— The  above  figures  are  read  from  a  diagram  submitted  and  are  therefore  approximated. 
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Mr.  Wheejler.  I  was  further  informed  that  if  I  secured  such  an 
agreement,  I  would  probably  get  the  permit.  I  was  further  informed 
that  a  permit  had  not  been  issued  to  the  Rocky  Mountain  Power 
Co.  because  they  had  not  been  able  to  secure  any  agreement  with 
the  Indians  for  the  use  of  their  power  sites. 

In  accordance  with  these  instruction  of  the  Secretary  of  tlie  Inte- 
rior and  the  Federal  PoAver  Commission,  the  Indians  took  action 
in  November,  1927,  when  they  formally  and  duly  considered  the 
]:)roposal  of  the  Rocky  Mountain  Power  Co.  and  also  my  proposal  for 
the  leasing  of  their  said  power  sites.  After  due  consideration  and 
deliberation,  the  Indians  rejected  the  proposal  of  the  Rocky  Moun- 
tain Power  Co.  and  accepted  ni}-  proposal  and  entered  into  a  formal 
agreement  with  me  for  the  use  of  their  po\Yer  sites. 

Senator  Wheeler.  Is  it  your  contention,  Mr.  Wheeler,  that  that 
agreement  is  binding  upon  the  department  or  upon  the  Indians? 

Mr.  Wheeler.  Why,  I  think  it  is. 

Senator  Wheeler.  I  can  not  conceive  how  you  could  feel  that 
it  would  be  binding,  because  the  act  of  Congress  provides  that  these 
power  sites  shall  be  leased  by  the  Power  Commission  and  that  the 
rentals  shall  be  turned  over  to  the  Indians. 

Mr.  Wheeler.  Of  course,  Senator,  that  is  a  legal  matter  and 
I  am  not  an  attorney;  I  am  simply  reljang  on  the  advice  of  attorneys 
in  the  matter. 

Under  this  agreement  I  am  to  pay  the  Indians  $1,121/2  per  horse- 
power per  year,  which  would  amount  to  $240,750  when  the  power 
of  all  five  sites  is  developed.  This  agreement  was  made  with  tribal 
council  of  the  Flathead  Tribe  of  Indians,  which  is  the  only  council 
the  Indian  Bureau  has  officially  recognized  as  the  business  managers 
of  the  tribe.  Said  agreement  was  filed  at  once  with  the  Federal 
Power  Commission  and  was  later  recorded  in  Lake  County,  Mont. 

Pursuant  to  the  terms  of  my  said  contract  or  agreement,  I  filed 
application  for  permit  to  develop  said  power  sites  on  January  11, 
1928.  On  January  16  the  executive  secretary  of  the  Federal  Power 
Commission  referred  my  application  to  the  Chief  of  Engineers  of 
the  War  Department  to  investigate  and  report.  On  January  23  my 
said  application  w^as  referred  to  Maj.  John  S.  Butler,  district 
engineer,  Seattle,  Wash.  On  March  17,  1928,  Major  Butler  made 
his  report  to  the  Chief  of  Engineers  on  my  said  application,  and 
recommended  that  it  be  denied. 

On  the  same  day,  March  17,  1928,  Major  Butler  made  his  report 
on  the  application  filed  by  the  Rocky  Mountain  Power  Co.  in  1920, 
and  recommended  that  its  application  be  approved. 

Major  Butler's  report  bears  a  stamp  showing  that  it  was  received 
by  the  Federal  Power  Commission  on  April  25,  1928.  In  response 
to  numerous  requests  for  a  copy  of  that  report,  the  Powder  Com- 
mission stated  that  as  soon  as  it  had  been  received  a  copy  would 
be  furnished.  However,  it  was  not  until  July,  1928,  or  almost  three 
months  after  the  report  was  received  that  a  copy  of  it  was  furnished 
by  the  Power  Commission,  and  that  copy  was  furnished  upon  the 
request  of  a  Member  of  Congress.  I  did  not  receive  a  copy  of  that 
report  direct  from  the  Power  Commission  until  February,  1929. 

The  Butler  report  recommended  rejection  of  my  application  and 
approval  of  the  application  of  the  Rocky  Mountain  Power  Co.     As 
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Major  Butler  was  the  official  of  the  Power  Commission  upon  whom 
the  commission  relied  for  investigation  and  recommendation,  it  was 
necessary  to  assume  that  the  commission  acted  upon  his  report  when 
in  August,  1929,  it  decided,  without  giving  me  an  opportunity  to 
be  heard,  to  give  the  license  to  the  Rocky  Mountain  Power  Co.  The 
Butler  report  contains  an  astounding  misstatement  of  fact  which 
necessarily  must  have  prejudiced  my  case  before  the  commission. 
The  Butler  report  says,  on  page  11 : 

A  public  hearing  was  not  considered  necessary  as  hearings  had  already  been 
held  on  the  application  of  the  Rocky  Mountain  Power  Co.  for  power  develop- 
ment at  the  same  sites  contemplated  by  the  applicant,  and  the  question  of 
Mr.  Wheeler's  application  was  presented  at  these  hearings. 

Senator  Walcott.  Would  that  be  in  1920? 

Mr.  Wheeler.  The  hearings  referred  to  were  held  on  December 
14  and  15,  1927.  My  application  was  filed  with  the  commission  on 
January  11,  1928,  a  month  later.  My  application  was  not  in  exist- 
ence when  the  said  hearings  were  held,  and  therefore  was  not  and 
could  not  be  considered  at  the  said  hearings. 

Thus  it  will  be  seen  that  when  the  commission  acted  on  those  two 
opposing  applications  in  August,  1929,  it  acted  without  having  given 
me  an  opportunity  to  be  heard  and  upon  a  record  which  falsely 
stated  that  my  application  had  been  presented  at  hearings  held  on 
the  application  of  the  Kocky  Mountain  Power  Co. 

Senator  Wheeler.  Let  me  interrupt  you  right  there.  Your  state- 
ment is  a  little  misleading  in  this,  that  the  commission  never,  as  a 
matter  of  fact,  has  passed  upon  your  application  or  the  applica- 
tion of  the  Rocky  Mountain  Power  Co.  That  question  is  still 
pending. 

Senator  Walcott.  Since  1920. 

Mr.  Wheeler.  The  Secretary  sent  me  a  notice  that  it  had  been 
tentatively  decided. 

•  Senator  Wheeler.  You  knew  perfectly  well  that  it  hadn't  been 
decided,  and  that  it  is  still  pending  at  the  present  time. 

Mr.  Wheeler.  Well,  tentatively  it  was  decided. 

Senator  Wheeler.  No  ;  it  never  has  been  put  up  to  the  commission. 

Senator  Walcott.  On  top  of  page  3  he  makes  the  statement  that 
the  application  is  still  pending. 

Senator  Wheeler.  Yes.     It  hasn't  been  decided  to  this  day,  has  it  ? 

Mr.  Wheeler.  Not  finally  decided,  but  it  was  a  tentative  decision. 

Senator  Wheeler.  So  that  we  can  get  the  record  straight,  Mr. 
Wheeler,  you  say  Mr.  Bonner,  who  is  the  executive  secretary  of  the 
Federal  Power  Commission,  wrote  you  a  letter  in  which  he  practi- 
cally said  that  it  had  been  tentatively  decided  in  favor  of  the  Rocky 
Mountain  Power  Co.,  but  that  he  would  give  you  an  opportunity 
to  show  cause  why  their  tentative  understanding  should  not  be  over- 
thrown. 

Mr.  Wheeler.  I  will  develop  that  here  a  little  later. 

Senator  Wheeler.  But  I  would  like  to  have  the  record  correct 
on  that. 

Mr.  Wheeler.  I  think  the  record  will  be  all  right  when  I  get 
through. 

Senator  Wheeler.  But  you  don't  want  to  give  the  impression  that 
the  commission  definitely  decided  in  favor  of  the  Rocky  Mountain 
Power  Co.? 
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Mr.  Wheeler.  That  is  what  I  mean. 

Desjpite  the  fact  that  Major  Butler's  report  recommended  rejec- 
tion ot  m^  application  and  approval  of  the  Kocky  Mountain  Power 
Co.'s  application,  it  states,  on  page  11,  that  "  the  plan  submitted  by 
the  applicant  (and  the  Rocky  Mountain  Power  Co.)  is  believed  to 
be  the  best  adapted  to  develop,  conserve  and  utilize  the  natural  re- 
sources of  the  region  in  the  public  interest." 

Both  the  Rocky  Mountain  Power  Co.  and  I,  in  our  applications 
for  permits,  set  forth  our  plans  for  the  application  of  this  power  to 
industrial  developments,  the  Rocky  Mountain  Power  Co.  in  addition 
declaring  that  part  of  the  power  developed  would  be  applied  to 
general  public  utility  purposes.  However,  at  the  hearing  later  held 
before  the  Power  Commission  on  the  opposing  applications,  the 
Rocky  Mountain  Power  Co.  abandoned  its  plans  for  utilizing  this 
power  for  electro-chemical  and  other  industrial  developments  and 
declared  that  such  power  as  it  would  develop  would  be  transmitted 
140  miles  and  joined  on  to  the  Montana  Power  Company's  general 
public  utility  system.  It  is  also  important  to  remember  that  the 
Rocky  Mountain  Power  Co.  officials  testifying  at  the  hearings  held 
in  October  and  November,  1929,  declared  that  they  did  not  expect 
to  develop  the  four  down-stream  but  only  expected  to  develop  site 
No.  1,  and  that  only  68,000  horsepower  could  be  obtained  from 
that  site. 

In  other  words,  the  Butler  report  recommended  approval  of  the 
Rocky  Mountain  Power  Co.'s  application  which  contained  repre- 
sentations that  the  power  from  all  five  sites  would  be  used  for  indus- 
trial as  well  as  general  public  utility  purposes,  but  as  a  maatter  of 
fact,  the  power  company  has  shown  that  it  never  intended  to  develop 
all  five  sites,  and  their  officials  have  declared  that  only  the  first  of 
the  five  sites  would  be  developed,  and  that  only  for  the  purpose  of 
supplementing  the  existing  ditribution  system  of  the  Montana 
Power  Co. 

I  quote  the  conclusions  of  the  Butler  report,  as  follows : 

20.  Statement  of  Opinion. — Assuming  that  the  commission  has  jurisdiction 
over  the  sites  involved,  it  is  my  opinion  that  this  application  should  be  rejected 
because : 

(a)  The  earlier  application  of  the  Rocky  Mountain  Power  Co.  carries  prior 
rights.  (See  last  sentence  of  section  1,  regulation  S,  Rules  and  Regulations  of 
the  Federal  Power  Commission.) 

The  last  sentence  of  section  1,  regulation  8,  cited  by  Major  Butler 
as  his  authority  for  holding  that  the  earlier  application  carries  prior 
rights,  as  a  matter  of  fact  has  no  application  to  priority.  Further- 
more, O.  C.  Merrill,  the  executive  secretary  of  the  Federal  Power 
Commission,  wrote  me  under  date  of  February  12,  1929,  as  follows : 

The  question  of  dates  of  application  is,  however,  immaterial,  because  the 
law  recognizes  no  priority  of  one  applicant  over  another  unless  and  until 
permit  or  license  has  actually  been  issued. 

The  next  statement  in  the  Butler  report  is : 

(b)  The  maps,  plans,  and  specifications  submitted  by  the  applicant  are  very 
meagre  and  appear  to  have  been  largely  copies  from  those  submitted  by  the 
Rocky  Mountain  Power  Co.,  thus  indicating  very  little,  if  any,  original  investi- 
gation by  the  applicant. 

As  to  opinion  "  b  " :  The  maps,  plans,  and  other  papers  which  I  filed 
with  the  application  were  all  that  the  law  required  or  that  the  com- 
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mission  requested.  In  submitting  my  application  I  offered  to  fur- 
nish anything  else  required  at  the  time  I  filed  my  application.  My 
maps,  plans,  and  papers  were  prepared  from  maps,  surveys,  and 
data  on  file  in  Government  offices,  including  the  office  of  the  Federal 
Power  Connnission,  and  from  my  personal  knowledge  of  the  district 
in  which  said  power  sites  are  located,  gained  from  long  study  of 
and  familiarity  with  the  territory.  It  is  my  personal  opinion  that 
the  maps  and  other  data  filed  by  the  Rocky  Mountain  Power  Co. 
with  their  application  were  prepared  from  similar  data. 

(c)  It  is  believed  that  the  fullest  practicable  utilization  ot  tlie  water  storajie 
possibilities,  and  head  available  will  be  made  possible  only  when  operated  in 
close  financial  relation  to  existing  or  probable  future  projects  upon  the  same 
or  adjacent  streams.  It  is  further  believed  that  this  close  rebition  can  b^st  be 
obtained  by  the  Rocky  Mountain  I'ower  Co.  (as  oppo.^tnl  to  tlic  jipplic-ant) 
through  its  known  financial  connection  with  the  Montana  I'owei-  Co. 

(d)  Present  or  future  electrical  interconnection  with  ((thcr  projects  or  sys- 
tems can  best  be  made  by  the  llocky  Mountain  Power  ( o.  and  thus  enable 
advantage  to  be  taken  of  diversity  of  stream  How  and  of  power  demands. 

Opinions  "  c  "  and  "  d  "  were  completely  exploded  at  the  hearings 
in  October  and  November,  1929,  by  the  testimony  of  Mr.  Henshaw, 
of  the  Federal  Power  Commission,  and  of  Mr.  Cochran,  chief  en- 
gineer of  the  Rocky  Mountain  Power  Co.  Mr.  Henshaw  stated  that 
the  importance  of  diversity  of  stream  flow  had  been  greatly  over- 
estimated. Mr.  Cochran  stated  that  even  if  there  was  a  diversity 
of  stream  flow  they  could  not  use  it. 

(e)  The  financial  ability  of  the  applicant  has  already  been  discussed  in  this 
report,  and  from  his  indefinite  statements,  it  is  believed  that  he  is  not  as 
financially  able  to  carry  out  the  development  as  the  Rocky  Mountain  Power  Co. 

Opinion  "  e  "  is  entirely  inapplicable.  There  is  nothing  whatever 
in  the  law  which  says  that  the  applicant  who  is  most  able  financially 
shall  have  preference.  I  have  proved  my  ability  to  finance  the 
project  to  the  satisfaction  of  the  Federal  Power  Commission  and 
both  Secretary  Wilbur  and  Executive  Secretary  Bonner  have  stated 
that  there  is  no  question  as  to  my  ability  to  finance  the  project. 

Senator  Wheeler.  When  did  they  make  that  statement  to  you  ? 

Mr.  Wheeler.  Secretary  Wilbur  made  that  statement  to  me  in 
December;  and  Secretary  Bonner  made  that  statement  to  me  at  a 
meeting  with  Mr.  Scattergood,  Mr.  Ely,  and  Mr.  Bonner. 
.  On  March  27,  1928,  the  Rocky  Mountain  Power  Co.  filed  applica- 
tion«for  a  license  on  the  upper  power  site,  known  as  power  site  No.  1. 
This  application  was  referred  to  the  Chief  of  Engineers  by  the  execu- 
tive secretary  of  the  Federal  Power  Commission  on  April  17,  1928, 
who  referred  it  to  Maj.  John  A.  Butler  at  Seattle  on  May  4,  1928. 
Major  Butler  reported  on  this  application  on  June  7,  1929,  recom- 
mending that  the  application  be  approved.  The  Rocky  Mountain 
Power  Co.  is  a  paper  corporation  with  paid  in  capital  of  $1,000,  and 
yet  this  application  was  approved  for  a  license  to  make  a  develop- 
ment to  cost  $7,500,000  without  any  substantial  evidence  being  sub- 
mitted by  the  Rocky  Mountain  Power  Co.  of  its  ability  to  either 
finance  the  development,  or  market  the  power. 

On  July  16,  1929,  another  report  was  made  on  the  application  of 
the  Rocky  Mountain  Power  Co.  by  the  office  of  the  Chief  of  Engi- 
neers.    This  report  contains  the  following  recommendation: 

9.  It  Is  recommended  that  one  year  be  aUowed  for  comph'tinK  preliminary 
surveys  and  construction  and  two  and  one  half  additional  years  for  completinj,' 
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the  construction  work  required  and  the  instalhition  of  tlie  first  two  units. 
The  remainin.ff  units  should  be  installed  thereafter  as  the  market  and  storage 
facilities  may  justify  and  the  commission  may  direct. 

Tavo  units  equal  100,000  horsepower  installed  capacity.  This 
recommendation  is  in  line  with  the  testimony  of  the  Montana  Power 
Co.  witnesses  that  they  will  generate  only  68,000  horsepower  per 
annum  at  site  No.  1  as  compared  w4th  105,000  horsepower  which  we 
propose  to  orenerate  at  the  site  No.  1  w^ith  150,000  horsepower  installed 
capacity  and  214,000  horsepower  which  we  propose  to  generate  at  the 
five  sites  with  installed  capacity  of  320,000  horsepower. 

Senator  Wheeler.  Let  me  ask  you  this:  If  that  is  developed  to 
its  full  capacity,  and  I  assume  that  the  commission  will  require  it  to 
be  developed  to  its  full  capacity,  you  w^ould  ^et  the  same  amount, 
would  you  not,  or  the  Rocky  Mountain  Power  Co.  would  get  the  same 
amount  that  you  would  get? 

Mr.  Wheeler.  No;  they  would  not.  They  have  a  public-utility 
load  with  a  TO  per  cent  load  factor,  and  we  have  industries  with  a 
100  per  cent  load  factor. 

Senator  Wheeler.  You  say  you  have  industries.  What  industries 
have  you  got?  That  is  the  question,  Mr.  Wheeler,  that  has  always 
bothered  me. 

Mr.  Wheeler.  May  I  go  into  that  after  I  finish  this  statement? 

Senator  Wheeler.  Yes. 

Senator  Walcott.  When  you  speak  of  horsepower  you  mean  pri- 
mary power,  not  secondary  power? 

Mr.  Wheeler.  Primary  power,  not  secondary  power.  There  is  a 
large  amount  of  secondary  power,  but  we  are  only  considering  pri- 
mary power  here. 

Shortly  after  this  report  was  made,  and,  of  course,  I  knew  nothing 
of  it  and  was  not  given  a  copy,  I  received  notice  from  Mr.  Bonner, 
executive  secretary  of  the  Federal  Power  Commission,  that  it  had 
been  decided  to  grant  a  preliminary  permit  for  three  years  to  the 
Rocky  Mountain  Power  Co.  This  decision  of  the  executive  secre- 
tary was  reached  without  giving  me  a  public  hearing,  although  it 
had  been  promised  by  the  former  secretary,  Mr.  Merrill. 

I  was  given  30  days  in  w^hich  to  file  exceptions  or  ask  for  a  hear- 
ing. I  immediately  demanded  a  public  hearing  at  the  power  sites 
and  asked  that  the  hearing  be  not  earlier  than  November  15.  1929. 
In  reply  Mr.  Bonner  advised  that  the  hearing  would  be  in  Wash- 
ington on  October  28.  He  refused  to  modify  this  order,  and  sent 
out  notices  reading  in  part  as  follows : 

The  purposes  of  this  hearing  are  to  afford  Walter  H.  Wheeler  opportunity 
to  present  evidence  in  support  of  his  petition  for  reconsideration  of  the  tenta- 
tive decision  of  the  executive  secretary  to  recommend  to  the  commission  that 
his  application  be  denied — 

Thus,  I  was  placed  in  the  unfavorable  position  of  having  to  prove 
why  Mr.  Bonner's  decision  should  be  reversed.  The  burden  of  proof 
was  put  upon  me  by  Mr.  Bonner.  The  stage  was  all  set  to  give  me 
a  day  in  court,  but  under  a  handicap,  the  seriousness  of  which  any 
lawyer  wall  readily  appreciate. 

This  hearing  was  to  have  been  held  before  Mr.  Bonner  as  execu- 
tive secretary  of  the  Power  Commission  and  not  before  members 
of  the  commission.  Feeling  that  we  would  not  obtain  a  fair  hear- 
ing before  Mr.  Bonner,  my  attorney  filed  a  motion  requesting  a 
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hearing  before  the  three  secretaries  composing  the  commission.  On 
Monday,  October  28,  the  date  was  set  for  the  hearing,  all  parties 
interested  appeared  at  the  hearing  room  in  the  Department  of  the 
Interior,  and  found  Mr.  Bonner  with  the  members  of  the  legal  and 
engineering  staff  of  the  commission  ready  to  proceed  with  the  hear- 
ing without  any  member  of  the  commission  being  present.  The  mo- 
tion of  my  attorney  for  hearing  before  the  entire  commission  had 
apparently  been  ignored.  And  it  was  only  upon  the  insistence  of 
Senators  Frazier,  Walsh,  and  Wheeler  that  the  hearing  was  adjourned 
to  a  later  hour  of  the  same  day  before  the  members  of  the  commis- 
sion. There  is  no  question  but  that  Executive  Secretary  Bonner  in- 
tended to  sit  alone  in  judgment  on  this  case  as  and  for  the  Federal 
Power  Commission. 

At  this  hearing  it  was  shown  that  the  Montana  Power  Co.  (Rocky 
Mountain  Power  Co.)  now  owns  or  controls  undeveloped  power  sites 
in  Montana  as  follows : 

Horsepower 

Morony  site  on  Missouri  River   (to  be  completed  1931) 60,000 

Site  "  C  "  at  Great  Falls  on  Montana 38,  000 

Sheep  Creek  below  Great  Falls  on  Missouri 38,  000 

Canyon  Ferry    (reconstruction  on  Missouri) 18,000 

Other  power  sites 63,000 


Total , , 217,  000 

It  was  shown  at  said  hearing  that  the  Montana  Power  Co.  has 
undeveloped  reservoir  sites  which  can  be  developed  and  still  further 
increase  the  capacity  of  their  developed  and  undeveloped  power 
sites. 

Senator  Wheeler.  Where  are  the  other  power  sites  ? 

Mr.  Wheeler.  One  is  down  in  the  southern  part  of  Montana,  and 
the  other  is  over  in  the  western  part  of  Montana. 

Senator  Wheeler.  Whereabouts  in  southern  Montana  ? 

Mr.  Wheeler.  I  couldn't  tell  you  exactly  without  having  a  map. 
These  are  all  on  the  map. 

Senator  Wheeler.  That  came  out  in  the  testimony  which  was 
taken  ? 

Mr.  Wheeler.  Yes,  sir;  in  the  testimony  of  the  Kocky  Mountain 
Power  Co.'s  witnesses. 

It  was  shown  at  said  hearing  that  the  electrical  load  of  the 
Montana  Power  Co.  has  increased  at  the  rate  of  10,000  horsepower 
per  annum  for  the  past  10  years.  Thus  the  Montana  Power  Co. 
nas  enough  undeveloped  power  to  take  care  of  its  normal  growth  for 
the  next  20  years. 

The  Flathead  River  power  sites  have  a  capacity  of  214,000  horse- 
power of  prime  power.  Hence,  if  these  sites  are  now  handed  over  to 
the  Montana  Power  Co.'s  child,  the  Rocky  Mountain  Power  Co.,  they 
will  have  enough  undeveloped  power  to  last  them  for  the  next  40 
or  50  years.  Competition  in  the  power  business  will  be  effectually 
shut  out  of  Montana,  as  there  are  no  other  water-power  sites  which, 
can  be  economically  developed  that  are  of  sufficient  size  to  make  an 
independent  operation.  Industrial  development  in  Montana  and 
the  Northwest  will  be  given  a  severe  set-back  because  there  are  no 
other  water-power  sites  in  Montana  or  the  Northwest  except  on  the 
Pacific  coast,  which  can  be  developed  at  a  low  enough  cost  so  that 
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the  electric  power  can  be  had  cheap  enough  for  electrochemical  and 
electrometallurgical  works.  Montana  and  the  Northwest  will  miss 
the  opportunity  to  secure  this  industrial  development.  Some  of 
the  industries  which  are  considering  the  Flathead  location  for  their 
plants  will  go  abroad  or  to  Canada,  where. they  can  get  the  cheap 
power  they  require,  if  they  do  not  get  the  Flathead  power  sites. 
Cheap  power  alone  will  not  attract  industries.  The  power  must  be 
favorably  situated  with  respect  to  ample  supplies  of  raw  materials. 
For  example,  in  making  phosphoric  acid  for  fertilizers,  or  chemicals, 
6  tons  of  raw  material  are  required  to  produce  1  ton  of  acid. 

The  Flathead  power  sites  are  within  about  125  miles  by  rail  of 
about  300,000,000  tons  of  phosphate  rock  of  suitable  grade.  They 
are  in  the  heart  of  one  of  the  richest  and  most  varied  mineral  areas 
i^  the  United  States.  These  facts  make  it  commercially  feasible  to 
develop  and  market  this  power  for  industrial  purposes,  provided  the 
capitalization  of  the  power  company  is  not  inflated. 

The  Montana  Power  Co.  already  has  an  inflated  capital  structure. 
The  record  in  the  hearing  shows  that  the  total  actual  investment  in 
the  Montana  Power  Co.  in  1926  was  $45,746,269.56;  water  rights, 
contracts,  and  franchises  were  capitalized  at  $51,491,269.56;  total, 
$97,237,867.92. 

Thus  521/2  per  cent  of  the  capitalization  of  the  company  is  what 
is  commonly  called  "  water."  With  such  an  inflated  capital  struc- 
ture this  company  can  not  sell  power  cheap  enough  to  attract  the 
chemical  and  metallurgical  industries. 

O.  C.  Merrill  was  executive  secretary  of  the  Federal  Power  Com- 
mission from  the  time  it  was  organized  in  1920  until  July,  1929. 
He  testified  recently  before  the  Interstate  Commerce  Committee  of 
the  Senate  that  it  had  always  been  the  practice  of  the  commission 
to  require  power  companies  to  develop  all  the  sites  on  one  river 
before  they  were  given  a  permit  on  another  stream. 

Merrill's  testimony  is  as  follows : 

Senator  Wheelek.  Has  the  commission  made  any  ruling  with  reference  to 
making  a  power  company  use  all  the  sites  upon  one  river  before  they  permit 
them  to  go  upon  another  river? 

Mr.  Merrill.  That  has  been  pretty  generally  done.  That  is,  they  have  not 
been  permitted  to  go  on  another  stream  unless  there  were  outstanding  reasons 
for  it. 

Senator  Wheeler.  Of  course  what  could  happen  would  b^  that  one  power 
company  could  develop  a  power  site  here  and  tie  up  a  whole  stream  for  a  time, 
and  then  they  could  get  another  power  site  somewhere  else  and  tie  up  that 
whole  stream  for  a  time. 

Mr.  Mehrill.  We  do  not  permit  that  to  be  done. 

The  Montana  Power  Co.  not  only  has  154,000  horsepower  unde- 
veloped on  the  Missouri  River  and  nine  completed  plants  on  the 
same  river  but  controls  reservoir  sites  on  the  headwaters  of  the 
Missouri  which  will  increase  the  capacity  of  their  developed  sites 
and  undeveloped  sites  when  these  reservoirs  are  constructed.  Mr. 
Kerr  of  the  power  company  testified  that  there  would  be  no  shortage 
of  water  on  his  system  if  the  Big  Hole  reservoir  belonging  to  his  com- 
pany w^ere  developed.  No  "  outstanding  reason  "  was  given  by  the 
Montana  Power  Co.  witnesses  for  their  proposed  development  on  the 
Flathead  River.     In  fact,  their  witnesses  testified  as  follows: 

Mr.  Cochrane  (chief  engineer  Montana  Power  Co.  regarding  Flathead).  Ip 
my  private  opinion  it  is  highly  doubtful  whether  this  plant  is  worth  developing 
ot  not. 
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Mr.  CoLHRAXE.  Well,  as  regards  the  other  sites,  it  (Fhithead)  is  somewhat 
at  a  (li> advantage,  because  even  before  we  can  get  that  power  to  a  point  where 
it  could  be  fui-ther  transmitted  and  distributed,  it  must  be  transmitted  140  miles ; 
whereas  our  other  plants  are  situated  nearer  to  our  center  of  consumption. 

Mr.  Ely.  You  think  that  this  site  (Flathead)  has  no  special  advantage  over 
the  sites  on  the  balance  of  your  system? 

Mr.  Kerr.  I  would  say  that  it  has  a  little. 

Mr.  Ely.  Not  nuich  ;  if  you  say  there  is  only  100,0()0  capacity. 

Mr.  Ket?r.  Now,  as  a  matter  of  fact,  I  think  I  testified  generally  that  as  a 
matter  of  actual  cost  of  power  generated  and  delivered  into  the  system,  an 
extension  at  Canyon  Ferry  would  be  cheaper. 

There   was  considerable   other   testimony   along   the   same   lines. 

It  was  also  the  testimony  of  Mr.  Kerr  and  other  witnesses  of  the 
Montana  Power  Co.  that  his  company  would  never  develop  more  than 
one  of  the  five  sites  on  the  Flathead  River,  but  of  course  this  one  site 
ties  up  the  river,  as  it  controls  the  storage  and  consequently  the 
flow  of  the  stream.  It  was  the  testimony  of  the  Montana  Power  Co. 
witnesses  and  also  my  testimony  that  neither  of  us  w^ould  be  inter- 
ested in  the  other  four  sites  if  the  first  site  belonged  to  some  one 
else. 

If  the  commission  is  to  follow  its  established  practice,  it  must 
require  the  Montana  Power  Co.  to  develop  these  sites  on  the  Mis- 
souri River  before  granting  it  a  permit  on  the  Flathead. 

At  the  said  hearing,  the  Montana  Power  Co.  and  Anaconda  Cop- 
per Co.  bitterly  contested  our  proposal  to  use  the  Flathead  powder 
for  the  manufacture  of  fertilizer.  The  Anaconda  Copper  Co.  pro- 
duces phosphate  fertilizer  by  the  older  and  less  efficient  sulfuric- 
acid  method  and  they  are  naturally  opposed  to  competition  from 
cheaper  and  more  efficient  methods,  which  produce  better  fertilizer 
at  lower  prices. 

We  have  never  been  permitted  to  examine  the  complete  files  in  the 
Flathead  case.  We  have  never  been  allowed  to  look  at  the  file  of 
the  Rocky  Mountain  Power  Co.  without  stating  in  advance  what 
part  of  it  we  wish  to  see.  AVTien  we  have  been  allowed  to  look  at  such 
parts  of  the  file,  it  has  been  earmarked  to  exclude  parts  of  the  record, 
and  we  have  been  allowed  to  look  only  between  the  marks.  A  watch 
has  been  kept  over  us  to  see  that  we  did  not  look  further. 

When  my  attorney  entered  this  case  shortly  before  the  hearing  on 
October  28,  he  called  up  the  Federal  Power  Commission,  announcing 
that  he  was  acting  as  my  attorney,  and  asked  to  see  the  files  of  my 
application.  First  he  was  told  that  it  was  doubtful  if  he  could 
inspect  these  files  without  authorization  from  the  executive  secre- 
tary, who  was  not  then  available.  Upon  the  insistence  of  my  attor- 
ney the  files  were  produced  with  apparently  some  reluctance.  He  was 
told  that  he  could  inspect  some  of  the  files  but  not  all  of  them,  as 
there  w^as  some  material  contained  in  the  file**  which  was  considered 
confidential.  He  insisted  that  the  confidential  matter  be  segregated 
by  a  rej)resentative  of  the  commission  so  that  he  could  proceed  with 
his  study  of  the  documents,  and  portions  of  the  files  were  then 
marked  off  with  paj)er  markers  indicating  which  he  could  read  and 
which  he  could  not.  While  my  attorney  was  engaged  in  reading  the 
papers  contained  in  the  file  he  was  under  the  surveillance  of  a  rep- 
resentative of  the  commission  who  sat  at  the  same  desk  with  liim. 
My  attorney  observed  in  these  files,  which  constituted  the  record 
upon  which  my  application  had  been  first  rejected,  iiewspapei-  clip- 
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pings,  letters,  and  statements  from  newspapers  and  parties  in  Mon- 
tana, many  of  which  disparaged  and  ridiculed  my  eii'ort  to  obtain  a 
permit  for  tlie  development  of  these  sites,  all  of  which  would  be  con- 
sidered irrelevant  and  inadmissible  as  evidence  before  any  tribunal  in 
which  the  rules  of  evidence  are  observed. 

How  can  we  know  what  is  in  this  file  that  is  important  unless 
we  can  go  through  the  entire  file  ?  This  file  contains  evidence  which 
will  be  considered  by  the  commission  deciding  the  case.  Whoever 
heard  of  a  judge  admitting  evidence  in  a  case  from  one  of  the 
litigants  without  giving  the  other  litigant  either  the  opportunity 
to  know  what  the  evidence  is,  or  to  meet  it.  Yet  that  is  exactly 
the  procedure  which  is  being  followed  by  the  Federal  Power  Com- 
mission in  this  case.  Mr.  Bonner,  the  executive  secretary,  has  held 
that  it  is  contrary  to  public  interest  to  have  the  files  in  this  case 
public.  Why?  We  would  like  to  know.  Mr.  Bonner  has  con- 
tended that  we  should  not  be  allowed  to  examine  the  file  of  the 
Kocky  Mountain  Power  Co.  because  drilling  records  are  contained 
therein,  which  have  been  paid  for  by  the  other  applicant.  We 
have  asked  Mr.  Bonner  to  mark  off  these  drill  records  and  let  us 
examine  the  rest  of  the  file,  but  still  he  and  his  staff  refuse.  W^hat 
possible  justification  can  there  be  for  such  a  policy  in  dealings 
with  public  property?  At  the  same  time  that  we  were  denied 
access  to  the  file  of  the  Rocky  Mountain  Power  Co.  we  were  in- 
formed by  the  testimony  of  one  of  the  witnesses  from  Flathead 
county  that  the  files  of  this  case  were  apparently  open  to  some  one 
since  information  filed  by  us  reached  Montana  within  a  few  days. 

Under  date  of  February  28,  1930,  Secretary  Wilbur  sent  me  a 
letter  in  which  he  incorporated  a  report  of  the  War  Department 
which  constituted  the  recommendations  of  the  Army  engineers 
made  to  the  Federal  Power  Commission  for  the  fixing  of  com- 
pensation to  the  Indians  for  the  use  of  these  power  sites,  which  I 
submit  to  this  committee  as  part  of  my  statement.  This  is  a  most 
amazing  document.  It  states  that  charges  are  made  sufficiently 
low  ••  to  make  it  Avorthwhile  for  the  company  to  generate  as  much 
power  as  can  be  absorbed  in  the  system."  This  is  the  opening 
statement  of  the  report  and  the  closing  statement  is :  "  In  arriving 
at  the  recommendations  for  the  energy  charge  a  figure  was  selected 
which  would  encourage  the  power  company  to  generate  as  much 
j)ower  as  could  be  used,  and  thus  insure  the  maximum  return  to 
Indian   Bureau." 

It  IS  a  fact  that  the  charges  suggested  to  be  made  place  a  penalty 
upon  a  company  generating  the  greatest  amount  of  power.  As 
a  matter  of  fact,  the  more  power  that  is  developed  at  the  five  sites, 
the  higher  the  rate  per  horsepower  and  the  development  of  the 
maximum  amount  of  available  power  is  discouraged  rather  than 
encouraged. 

If  only  power  site  No.  1  is  considered  and  the  installed  capacity 
of  the  power  plant  at  this  site  is  large  enough  to  generate  more 
than  72,700  horsepower  average,  then  the  unit  cost  of  producing 
the  power  will  be  reduced  as  the  average  amount  generated  at  site 
No.  1  increases  above  72,700  horsepower.  If  the  plant  capacity  must 
be  increased  to  generate  more  power,  then  the  capital  investment 
and  operating  costs  are  increased,  and,  consequently,  the  unit  cost 
of  generating  the  power  plus  rental  of  power  sites  increases. 
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Likewise,  the  unit  cost  of  generating  power,  including  rental 
of  the  power  sites  will  be  increased  if  sites  2,  3,  4  and  5  are  de- 
veloped. I  have  here  a  chart,  of  which  the  members  of  the  com- 
mittee have  just  been  given  copies.  Chart  No.  2  has  on  it  two 
curves.  The  one  at  the  top  shows  how  the  operating  cost  on  site 
Yo.  1  drops  down  to  105,000  horsepower,  the  capacity  of  the  site 
after  the  72,700  horsepower  has  been  reached.  Then  from  that  point 
on  the  operating  cost  rises.  The  lower  curve  shows  how  the  rental 
for  the  sites  is  a  continual  rising  figure. 

Chart  No.  1  shows  the  comparative  rental  to  the  Montana  Power 
Co.  and  to  me.  The  rental  to  the  Montana  Power  Co.  is  consider- 
-ably  less  than  it  is  to  me  on  site  No.  1  because  they  will  get  10,000 
additional  horsepower  out  of  this  development  at  Thompson  Falls, 
for  which,  according  to  this  report,  they  are  to  pay  nothing.  Con- 
sequently, they  are  to  have  10,000  more  horsepower  than  I  would 
have  at  the  same  price. 

Senator  Wheeler.  Of  course,  they  would  get  that  whether  you 
developed  it  or  not,  wouldn't  they? 

Mr.  Wheeler.  Yes;  they  would  get  it  w^hether  I  developed  it  or 
not,  but  I  understand  if  I  developed  it  they  would  have  to  pay  some- 
thing toward  the  storage  that  increased  their  capacity. 

Mr.  ScATTERGOOD.  May  I  just  correct  that,  to  avoid  a  misunder- 
standing. Thompson  Falls  was  sought  to  be  developed  on  paper 
before  the  Federal  power  act  went  into  effect,  so  there  is  no  legal 
hold  on  the  company  that  owns  it,  in  the  way  that  Mr.  Wheeler  has 
•just  indicated. 

Mr.  Wheeler.  However,  they  do  get  10,000  horsepower  more  than 
I  do. 

Senator  Wheeler.  But  you  wouldn't  be  able,  because  of  the  fact 
that  you  developed  the  horsepower,  to  collect  anything  from  them, 
would  you? 

Mr.  Wheeler.  I  haven't  gone  into  that,  but  Mr.  Kerr  told  me  that 
they  would  have  to  pay  me.     That  is  all  I  know. 

This  report  states  that  it  is  upon  the  application  of  the  Rocky 
Mountain  Power  Co.  and  our  application.  In  reality  it  deals  exclu- 
sively with  the  application  of  the  Rocky  Mountain  Power  Co.  and 
distinctly  favors  their  application,  and  penalizes  my  application. 
No  consideration  is  given  in  this  report  to  the  fact  that  the  Montana 
Power  Co.  owns  a  development  at  Thompson  Falls  on  the  Clark  Fork 
below  the  Flathead  and  that  the  capacity  of  this  site  Avill  be  increased 
10,000  horsepower  hj  the  Flathead  development.  This  is  a  benefit 
which  can  only  be  enjoyed  by  the  Montana  Power  Co.  and  they  will 
^et  this  benefit  whether  they  develop  the  Flathead  sites  or  we  develop 
the  Flathead  sites. 

According  to  this  report  the  power  company  is  to  pay  $1,000  per 
month  rental  from  the  date  of  their  license  until  the  power  plant 
begins  to  generate  electricity  for  other  than  test  pui])()ses.  Accord- 
ing to  this  report  the  power  company  can  tie  up  these  sites  indefinitely 
'Jit  a  rental  of  $12,000  per  annum.  There  is  no  time  limit  for  starting 
and  completing  construction  of  the  power  plant. 

Senator  Wheeler.  Let  me  ask  you  right  there :  That  is  hardly  a 
fair  statement.    They  are  asking  for  a  license  now,  aren't  they? 

Mr.  Whkeler.  Yes. 
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Senator  Wheeler.  If  the  license  is  given  the  license  will  specify 
a  definite  time  within  which  they  will  have  to  develop  it ;  isn't  that 
correct  ? 

Mr.  Wheeler.  Well,  I  don't  know.  This  report  is  what  we  have 
to  go  on.     This  is  supposed  to  be  their  recommendation. 

Senator  Wheeler.  That  isn't  correct.  This  is  just  a  tentative 
statement  as  to  the  cost  that  would  be  made.  Now,  of  course,  I  can't 
assume,  and  no  one  else,  it  seems  to  me,  can  assume,  that  the  Power 
Commission  is  going  to  permit  the  Montana  Power  Co.  or  anybody 
else  to  tie  up  this  power  site  for  the  mere  payment  of  a  rental.  If 
they  give  them  a  license,  the  license  will  specify  definitely  a  certain 
time  within  which  they  will  have  to  develop  it ;  isn't  that  true  ? 

Mr.  Wheeler.  Under  the  law  the  license  could  be  extended. 

Senator  Wheeler.  Well,  it  could  be,  in  the  event  that  absolute 
necessity  is  shown ;  but  can  you  conceive  that  the  Power  Commission 
or  the  Indian  Bureau  will  let  anybody  have  a  license  on  this  power 
site  and  tie  it  up  indefinitely  for  a  $12,000  payment  ? 

Mr.  Wheeler.  Well,  I  can't.  Senator,  but  this  report  is  the  only 
thing  we  have  to  base  an  opinion  on. 

Senator"  Wheeler.  I  don't  think  your  statement  as  to  what  this 
report  is  is  a  fair  statement,  because  that  is  only  a  tentative  figure 
that  was  furnished  by  the  War  Department  to  tne  Secretary  of  the 
Interior. 

Mr.  Wheeler.  I  don't  understand  that  it  is  tentative,  at  all;  it  is 
a  definite  recommendation. 

Senator  Wheeler.  From  the  War  Department  to  the  Secretary  of 
the  Interior? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  It  is  not  a  definite  recommendation  of  the  Power 
Commission  ? 

Mr.  Wheeler.  Well,  it  was  sent  to  me  by  the  chairman  of  the 
Power  Commission. 

Senator  Wheeler.  So  that  you  might  understand  what  happened. 
My  understanding  is  that  Senator  Walsh  asked  that  they  also  get 
a  report  from  the  War  Department.  They  got  a  report  from  the 
Indian  Bureau,  and  they  got  a  report  from  the  Secretary  of  the 
Commission,  Mr.  Bonner.  My  understanding  is  that  they  also  have 
figures  furnished  by  the  War  Department. 

Mr.  Wheeler.  I  have  never  seen  the  other  figures.  This  is  all 
that  has  ever  been  furnished  me — this  report  here. 

Senator  Wheeler.  But  that  isn't  the  recommendation  that  was 
adopted  by  the  Power  Commission. 

Mr.  Wheeler.  I  don't  understand  that  they  adopted  any  recom- 
mendation definitely,  but  this  is  a  definite  report  of  the  War 
Department. 

Senator  Wheeler.  But  it  is  not  binding  upon  the  Power  Coin- 
mission  in  any  way,  shape  or  form:  so  when  you  speak  of  their 
tying  it  up  for  a  number  of  years,  it  seems  to  me  that  that  is  a 
perfectly  preposterous  statement  because  it  isn't  in  accordance  with 
the  facts. 

Mr.  Wheeler.  Tlie  report  is  all  we  have  to  go  on. 

Senator  Wheeler.  But  this  report  isn't  the  report  of  the  com- 
mission, and  we  ought  to  differentiate  between  a  report  from  one 
department  and  a  report  from  another. 
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Mr.  Wheeler.  Let  me  read  you  this  letter  of  February  28,  1930. 
Senator  Wheeler.  I  am  perfectly  familiar  with  the  letter. 
Mr.  Wheeler  (reading  from  said  letter)  : 

The  data  assembled  in  connection  witli  the  applications  made  for  the 
Flathead  site  were  submitted  to  the  War  Department  in  order  that  a  recom- 
mendation should  be  made  by  them  as  to  the  amount  which  the  applicant 
obtaining  that  license  should  pay  to  the  Indian  Bureau.  The  conclusions 
of  this  study  as  transmitted  by  the  Secretary  of  War  under  date  of  February 
27,  are  as  follows : 

Senator  Wheeler  (interrupting).  Exactly.  He  is  simply  for- 
warding to  you  recommendations  made  by  the  War  Department  to 
him,  not  his  report,  but  just  one  of  the  reports  that  he  had  received, 
and  the  report  that  he  had  received  from  the  War  Department. 

Mr.  Wheeler.  It  is  the  only  report  we  have  had. 

Senator  Wheeler.  It  doesn't  make  any  difference  if  it  is  the  only 
report  you  have  had.  There  is  nothing  to  justify  the  statement 
that  the  Montana  Power  Co.  can  tie  this  up,  or  that  anybody  else 
can  tie  it  up,  for  an  indefinite  period  for  a  payment  of  $12,000 
a  year. 

Mr.  Wheeler.  My  point  is  this:  They  make  a  specified  time  in 
which  the  $60,000  rate  shall  apply.  They  make  no  specified  time  for 
the  application  of  the  $12,000  rate;  and  the  balance  of  the  rate,  the 
$125,000  rate,  is  to  apply  on  the  rest  of  the  license. 

Senator  Wheeler.  But  you  say  here  "According  to  this  report 
the  power  company  can  tie  up  these  sites  indefinitely  at  a  rental 
of  $12,000  per  annum."     That  isn't  so. 

Mr.  Wheeler.  There  isn't  any  time  stated. 

Senator  Wheeler.  But  the  fact  is  that  you  know,  and  anybody 
that  knows  enough  about  it  knows,  that  the  power  commission 
couldn't  and  wouldn't  tie  it  up  indefinitely  for  $12,000  a  year. 

Mr.  Wheeler.  Well,  I  don't  know — only  what  the  report  says. 

Senator  Pine.  That  report  was  made  at  the  request  of  the  power 
commission,  wasn't  it  ? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Pine.  And  it  was  made  for  the  Power  Commission? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  Yes.  They  had  reports,  not  only  from  the 
War  Department,  but  from  Mr.  Bonner  and  from  the  Indian  Bureau. 

Mr.  Wheeler.  Well,  I  have  never  seen  these  other  reports. 

Senator  Wheeler.  No;  I  understand  that.  But  this  report  was 
made  after  the  other  two  reports  were  made,  and  was  just  a  state- 
ment by  them.  Of  course,  the  War  Department  didn't  pass  upon 
the  legal  phase  of  the  situation. 

Senator  Pine.  But  the  man  in  the  War  Department  made  this 
report  to  the  Power  Commission  at  the  request  of  the  commission? 

Senator  Wheeler.  He  made  it  to  Secretary  of  Interior  Wilbur. 

Senator  Pine.  As  chairman  of  the  commission  ? 

Senator  Wheeler.  Yes.  The  law  doesn't  contemplate  the  grant- 
ing, and  they  couldn't,  under  the  law,  in  my  judgment,  grant  a 
license  and  give  them  an  indefinite  time  to  develop  the  power  sites. 
And,  of  course,  it  isn't  the  intention  of  the  commission,  in  my  juclg- 
ment,  nor  of  the  Secretary  of  the  Interior,  to  tie  it  up  for  an  in- 
definite time;  in  fact,  if  he  attempts  to  do  anything  of  that  kind 
iht  re  would  be  such  a  rumi)us  over  it  that  he  wouldn't  attempt  to 


SUEVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3407 

tie  it  up  for  any  period  of  time.     Xow,  you  say  there  is  no  time  limit 
for  completing  construction  of  the  power  plant  ? 

Mr.  Wheeler.  No,  sir. 

Senator  Wheeler.  There  isn't  in  this  report.  The  War  Depart- 
ment wasn't  called  upon  to  fix  a  time  for  starting  and  finishing  the 
plant.  That  is  a  matter  that  is  entirely  up  to  the  Power  Commission, 
and  when  they  grant  a  license  the  commission  sets  a  definite  time 
in  that  license  when  the  work  shall  be  Ijegun  and  when  it  shall  be 
completed. 

Mr.  Wpieeler.  And  if  they  don't  start  work  within  that  time 
they  can  ask  for  an  extension. 

Senator  Wheeler.  Of  course;  and  the  Power  Commission  can 
deny  it. 

Mr.  Wheeler.  Or  they  can  grant  it. 

Senator  Wheeler.  Or  they  can  grant  it,  of  course,  provided  they 
make  a  showing ;  but  there  is  nothing  in  this  report  to  indicate  that 
they  would  do  anything  of  that  kind. 

Mr.  Wheeler.  But,  on  the  contrary,  there  isn't  any  limit  placed. 
I  am  simply  pointing  out  that  possibility. 

Senator  Wheeler.  But  I  can  not  see  why  you  emphasize  what  the 
War  Department  has  done,  because  the  AYar  Department  engineers 
hadn't  anything  to  do  or  say  as  to  when  this  should  be  started  or 
when  it  should  be  completed. 

Mr.  Wpieeler.  Why,  the  War  Department  engineers  are  the  engi- 
neers that  make  all  the  reports  on  these  things. 

Senator  Wheeler.  But  it  is  the  commission  that  says  when  this 
is  going  to  be  started  and  wiien  it  is  going  to  be  completed. 

Mr.  Wheeler.  According  to  the  testimony  before  the  Senate  In- 
terstate Commerce  Committee  the  commission  has  never  failed  to 
follow  the  recommendations  of  the  Secretary  up  to  this  time. 

Senator  Wheeler.  Do  you  think  for  a  moment  that  if  they  give 
you  a  permit  or  license  to  go  in  there  and  develop  that  site  that  they 
would  give  you  an  unlimited  time  to  develop  it,  or  do  j^ou  think  that 
they  would  give  the  Montana  Power  Co.  an  unlimited  time  within 
which  to  develop  that  power  site  ? 

Mr.  Wheeler.  I  would  hope  that  they  wouldn't,  but  I  am  simply 
discussing  this  statement  on  the  basis  of  what  is  included  in  the 
report. 

After  the  plant  begins  to  operate,  the  rental  becomes  $60,000  per 
annum  for  a  maximum  of  420,000,000  kilowatt -hours ;  420,000,000 
kilowatt-hours  equal  65,800  horsepower  average;  65,800  horsepower, 
at  $60,000,  equals  90.1  cents  per  horsepower  per  annum.  If  more 
than  65,800  horsepower  is  used  the  rental  of  the  additional  power. is 
1  mill  per  kilowatt-hour,  which  equals  $6.53  per  horsepower  per 
annum.  After  the  first  five  years,  the  rental  is  $125,000  per  annum 
for  475,000,000  kilowatt-hours;  475,000,000  kilowatt-hours  equal 
72,700  horsepower  average;  72.700  horsepower,  at  $125,000,  equals 
$1.72  per  horsepower  per  annum.  If  more  than  72,700  horsepower 
is  used,  the  rate  is  1  mill  per  kilowatt-hour  for  the  additional  power, 
or  $6.53  per  horsepower. 

Senator  Wheeler.  Now,  is  that  too  high,  in  your  judgment? 

Mr.  Wheeler.  $6.53? 

Senator  Wheeler.  Yes. 

Mr.  Wheeler.  I  think  it  is  prohibitive  on  the  rest  of  the  sites. 
26465— 30— PT 10 10 
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Senator  Wheeler.  That  is  what  I  want  to  get  at.  Your  objection 
to  this  is  that  it  is  prohibitive  as  to  the  rest  of  the  sites;  is  that 
correct? 

Mr.  Wheeler.  Well,  that  is  part  of  it,  yes.  The  report  i&  drawn 
up  to  apply  to  the  first  site  only. 

Senator  Wheeler.  I  understand  that  the  Montana  Power  Co.  is 
also  claiming  that  it  is  prohibitive  on  the  first  site. 

Mr.  Wheeler.  Well,  I  am  not  surprised  if  they  are. 

Senator  Wheeler.  They  are  claiming  that  it  is  prohibitive  on 
the  first  site.  Do  you  think  it  is  prohibitive  on  the  first  site,  if 
just  the  first  site  was  developed  ? 

Mr.  Wheeler.  Well,  it  would  increase  the  rate  over  what  we  had 
expected  to  pay,  of  course. 

Senator  Wheeler.  Of  course,  you  are  interested  in  getting  it  just 
as  low  as  you  can. 

Mr.  Wheeler.  Well,  of  course,  I  have  made  my  deal  with  the 
Indians  and  I  am  perfectly  willing  to  stand  by  that. 

Senator  Wheeler.  But,  of  course,  ther©  isn't  anybody  that  thinks 
that  you  can  make  a  contract  of  this  kind  with  the  Indians  that  is 
going  to  be  binding  unless  the  Department  of  the  Interior  thinks 
the  rate  is  fair  and  just. 

Mr.  Wheeler.  That  was  what  I  was  told  to  do,  by  the  Secretary 
of  the  Interior. 

Senator  Wheeler.  It  doesn't  make  any  difference  what  you  were 
told  by  some  underling  in  the  department  as  to  what  you  should  do. 
If  somebody  makes  a  contract  with  the  Indians  the  Department  of 
the  Interior,  which  has  control  of  the  Indians,  is  supposed  to  not 
O.  K.  that  agreement  unless  in  its  judgment  it  thinks  it  is  fair  to 
the  Indians.  It  seems  to  me  that  is  what  we  have  the  Indian  Bureau 
for — ^to  protect  the  rights  of  the  Indians. 

Mr.  Wheeler.  Well,  of  course,  as  I  said  before,  these  are  questions 
of  law  that  I  really  am  not  competent  to  discuss. 

Senator  Wheeler.  You  wouldn't  expect  the  Indian  Bureau  to 
approve  a  contract  with  the  Indians  uiiless  it  was  fair  to  them? 
Suppose  you  had  gone  out  there  and  got  a  contract  with  the  Indians 
to  pay  them  50  cents  instead  of  $1.12i/^;  do  you  think  the  Indian 
Bureau  should  approve  of  that? 

Mr.  Wheeler.  It  would  have  to  be  shown  that  it  was  fair,  of 
course. 

Senattor  Wheeler.  The  Indian  Bureau  is  contending  that  this 
power  site  is  worth  more  than  you  or  the  Montana  Power  Co.  or 
the  Kocky  Mountain  Power  Co.  has  agreed  to  pay  for  it. 

Mr.  Wheeler.  Before  I  entered  the  picture  the  Montana  Power 
Co.'s  proposition  was  30  cents  to  the  Indians  and  60  cents  to  the 
white  settlers,  and  10  cents  to  the  Power  Commission  for  adminis- 
tration.   The  Indian  Bureau  thought  that  was  a  fair  proposition. 

Senator  Wheeler.  Did  you  have  anything  to  do  with  stopping 
that  going  through? 
•  Mr.  Wheeler.  1  don't  know. 

Senator  Wheeler.  As  a  matter  of  fact  it  would  have  gone 
through  if  it  hadn't  been  for  myself  insisting  with  the  Indian 
Bureau  on  getting  more  than  that  for  the  Indians. 

Mr.  Wheeler.  But  that  was  with  the  Indian  Bureau. 

Senator  Wheeler.  The  Indian  Bureau;  but  it  wasn't  with  Mr. 
Scattergood,  nor  Mr.  Rhoads;  it  was  with  Mr.  Burke.    I  protested 
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vigorously  against  it  until  they  finally  changed  their  minds  in  the 
situation:  and  they  didn't  make  the  contract  because,  under  the 
law,  they  couldn't  make  a  binding  contract  with  them,  and  because 
it  was  up  to  the  Power  Commission  to  make  the  final  definite  con- 
tract. 

Mr.  Wheeler.  My  understanding  of  the  situation  is  a  little  dif- 
ferent. I  understand  that  the  Indians  refused  to  approve  that  deal 
which  had  been  made  with  the  Indian  Bureau  and  therefore  the 
matter  was  held  up,  and  the  Secretary  of  the  Interior  wrote  this 
letter  and  said  he  would  do  nothing  until  the  Indians  had  taken 
action. 

Senator  Wheeler.  It  didn't  make  any  difference  whether  the 
Indians  approved  it  or  not.  The  commission  had  the  power  to  go 
ahead  and  make  it  whether  the  Indians  approved  it  or  not.  I 
think  the  Indians  should  have  the  right  of  approval  but  under  the 
law  there  isn't  any  doubt  that  the  Power  Commission  had  the  right 
to  go  ahead. 

Mr.  Wheeler.  I  can't  discuss  the  law. 

Senator  Wheeler.  You  think  these  figures  are  too  high  and  you 
want  to  get  it  for  $1.12i/^  per  horsepower,  and  the  Montana  Power 
Co.  wants  it  for  $1  per  horsepower. 

Mr.  Wheeler.  I  am  discussing  this  report  and  showing  how  this 
report  penalizes  the  full  development  of  the  site. 

Senator  Wheeler.  But  you  want  to  get  it  for  $1.12i^ — these  five 
power  sites;  isn't  that  it? 

Mr.  Wheeler.  Certainly. 

Senator  Wheeler.  And  the  Montana  Power  Co.  wants  to  get  it 
just  as  cheap  as  it  can? 

Mr.  Wheeler.  $1. 

Senator  Wheeler.  And  the  Indian  Bureau  is  seeking  to  get  for 
the  Indians  more  than  either  one  of  you  claims  it  is  worth ;  is  that  a 
fact? 

Mr.  Wheeler.  Well,  I  don't  know.  I  should  think  they  are. 
lYhat  I  am  discussing  is  this  report  and  pointing  out  how  it  penalizes 
the  full  development  of  the  site.  The  Montana  Power  Co.  will  have 
the  use  of  10,000  horsepower  more  than  any  other  applicant  at  the 
above  prices  by  reason  of  Thompson  Falls. 

Senator  Wheeler.  And  they  would  have  that  either  way — 
whether  you  develop  it  or  whether  they  develop  it  ? 

Mr.  Wheeler.  Yes.  If  a  power  company  uses  105,000  horse- 
power, at  site  No.  1,  as  we  propose  for  the  first  five  years,  the 
charge  will  be  as  follows : 

65,800  horsepower,  at • $60,  000 

39,200  horsepower,  at  $6.53 255,976 

Total - 315,976 

One  hundred  and  five  thousand  horsepower,  at  $315,976,  equals 
$3.01  per  horsepower.  After  the  first  five  years  the  charge  will  be 
as  follows: 

72,700   horsepower,   at— $125,  000 

32,300  horsepower,  at  $6.53 210,  919 

Total 335,919 
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One  hundred  and  five  thousand  horsepower,  at  $335,919,  equals 
$3.19  per  horsepower.  If  a  power  company  develops  the  capacity  of 
all  five  sites,  as  we  propose  to  do,  the  rental  will  be  as  follows : 

First  five  years: 

65,800  horsepower,    at $60,  OOO 

138,200  horsepower,  at  $6.53 967.  746 

Total 1,  027,  746 

Two  hundred  and  fourteen  thousand  horsepower,  at  $1,027,746, 
equals  $4.80  per  horsepower.    After  the  first  five  years : 

72,700  horsepower,  at $125,  000 

141,300  horsepower,  at  $6.53 922,689 

Total 1,  047,  689 

Two  hundred  and  fourteen  thousand  horsepower,  at  $1,047,689, 
equals  $4.89  per  horsepow^er. 

Senator  Wheeler.  You  contend,  do  you,  that  that  is  entirely  too 
high  for  this  project? 

Mr.  Wheeler.  I  think  it  is;  yes,  sir. 

Senator  Wheeler.  When  you  have  built  your  dam,  your  first 
dam,  and  they  charge  you  a  small,  comparatively  small,  rate  for  that, 
the  more  you  develop  above  your  first  72,000  horsepower  the  cheaper 
it  would  be;  isn't  that  correct? 

Mr.  Wheeler.  No.  If  you  put  in  a  100,000-horsepower  installa- 
tion, as  recommended  by  the  War  Department,  you  couldn't  generate 
more  than  68,000  horsepower  on  an  average,  and  if  you  add  to  that 
your  50,000  horsepow^er  you  would  be  increasing  your  capital  invest- 
ment and  your  operating  cost  so  that  you  would  have  $6.53  per  horse- 
power to  add  to  your  operating  cost. 

Senator  Wheeler.  I  mean,  if  you  increased  the  development  to 
more  than  100,000  horsepower  capacity,  it  w^ould  cost  you  much  more 
mone3^  wouldn't  it? 

Mr.  Wheeler.  Certainly. 

Senator  Wheeler.  To  develop  that. 

Mr.  Wheeler.  Yes,  sir. 

Mr.  ScATTERGOOD.  But  the  Army  engineers  recommend  installa- 
tion of  only  100,000  horsepower. 

Mr.  Wheeler.  That  was  reported  July  18,  Mr.  Scattergood,  which 
was  the  last  field  report  on  this  situation. 

Senator  Wheeler.  You  are  discussing  the  report  recently  made 
by 

Mr.  Wheeler  (interrupting).  This  report  doesn't  make  a  recom- 
mendation on  that.  It  says,  "  In  arriving  at  the  above  recommen- 
dations, certain  assumptions  were  made  and  certain  figures  were 
accepted."  They  have  here,  "  Installed  cai^acitv  150.000  liorsi^powoi-," 
and  the  cost  is  $8,000,000. 

Senator  Wheeler.  But  it  makes  a  wrong  imj^ression  to  say  that 
the  engineers  make  a  reconmiendation  for  only  lOO.OOO  horsepower? 

Mr.  Wheeler.  I  probably  should  have  read  this  into  the  record. 
I  will  do  that  as  soon  as  I  get  through  with  this  statement.  If  the 
Montana  Power  Co.  develops  the  Flathead  it  will  get  10,000  horse- 
power additional  at  Thompson  Falls  freo  of  cost,  and  the  rentals 
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will  be  65,800  plus  10,000  equals  75,800  horsepower,  at  $60,000,  Avhich 
i^quals  79  cents  per  horsepower,  for  the  first  five  years;  72,700  plus 
10,000  equals  82,700  horsepower,  at  $125j000,  which  equals  $1.51 
per  horsepower  for  the  balance  of  the  lease. 

Senator  Wheeler.  That  is,  that  would  be  the  cost  to  them. 

Mr.  Whfj:ler.  Yes,  sir. 

Senator  Wheeler.  That  isn't,  of  course,  what  they  would  pay  the 
Indians,  but  that  is  the  cost  to  them  ? 

Mr.  Wheeler.  That  is  what  they  would  pay  the  Indians — $60,000 
per  year. 

Senator  Wheeler.  I  say,  79  cents  per  horsepower  wouldn't  be 
the  rate  the}^  would  pay  the  Indians  ? 

Mr.  Wheeler.  Yes;  that  is  the  rental  charge. 

Senator  Wheeler.  No;  the  rental  charge  which  they  would  pay 
is  for  the  upper  site,  the  Flathead  power  site.  That  is  the  only 
thing  that  the  power  commission  is  renting,  isn't  it  ? 

Mr.  Wheeler.  It  was  very  thoroughly  brought  out  at  the  hearing 
by  Mr.  Scattergood  and  great  stress  was  laid  on  the  fact  that  they 
were  going  to  increase  the  capacity  at  Thompson  Falls  10,000  horse- 
l^ower  and  that  it  should  be  assessed  against  them  in  considering  this 
license. 

Senator  Wheeler.  I  can  readily  understand  how  that  would  be 
taken  into  consideration,  but  if  you  get  it  you  would  be  paying  the 
same  as  the  Montana  Power  Co.;  you  wouldn't  be  paying  79  cents 
per  horsepower? 

Mr.  Wheeler.  We  would  be  getting  10,000  less  horsepower  and 
paying  the  same  total  price. 

Senator  W^heeler.  Yes,  exactly;  but  the  Power  Commission 
couldn't  help  that,  could  they?  If  they  leased  it  to  you  they 
couldn't  say,  "  We  are  going  to  lease  this  to  you  for  79  cents,"  and 
to  the  Montana  Power  Co.,  "  We  are  going  to  charge  you  90  cents 
per  horsepower  because  you  are  getting  this  10,000  extra  horse- 
power ;  but  if  we  lease  it  to  Mr.  Wheeler  we  will  lease  it  to  him  for 
79  cents."  It  seems  to  me  that  they  couldn't  lease  it  to  you  for 
79  cents  and  charge  somebody  else  90  cents. 

Mr.  Wheeler.  They  wouldn't  be  charging  them  90  cents,  they 
would  be  charging  them  79  cents  for  the  benefits  that  they  would  get. 

Senator  Wheeler.  They  would  have  to  take  into  consideration 
the  benefit  to  the  Indians,  and  they  couldn't  say,  "  Because  of  the 
fact  that  we  are  leasing  it  to  Mr.  Wheeler  we  are  going  to  knock 
off  11  cents  from  the  price."     That  wouldn't  be  fair  to  the  Indians. 

Mr.  Wheeler.  They  might  charge 

Senator  Wheeler  (interrupting).  They  might,  but  they  couldn't 
do  that. 

Mr.  Wheeler.  This  record  is  full  of  testimony 

Senator  Wheeler  (interrupting).  Anybody  with  common  ordi- 
nary intelligence  would  say  that  they  couldn't  go  to  work  and 
charge  somebody  else  something  additional,  farther  down  the  river. 
That  is  plain  as  A,  B,  C.  You  own  a  power  site  down  the  river, 
and  I  own  one  above  you.  Because  of  the  fact  that  you  are  getting 
some  benefit  down  below^  me  by  reason  of  the  fact  that  I  develop 
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it,  I  couldn't  force  you  to  pay  me  because  j^ou  are  getting  some 
benefit  out  of  it. 

Mr.  Wheeler.  That  is  a  legal  question. 

Senator  Wheeler.  No;  it  isn't  a  legal  question.  It  is  just  a 
question  of  plain  common  sense  and  fact. 

Mr.  W^HEELER.  It  is  a  question  whether  they  could  assess  the 
Montana  Power  Co.  for  that  benefit  or  not. 

Senator  Wheeler.  If  they  make  a  price  to  the  Montana  Power 
Co.  they  have  got  to  make  the  same  price  to  you.  They  haven't 
any  right  to  take  anytliing  away  from  the  Indians  to  give  it  to  one 
applicant,  any  more  than  they  have  the  right  to  add  something 
to  it. 

Mr.  Wheeler.  Well,  we  haven't  gone  into  the  legal  side  of  the 
question,  but  Mr.  Kerr,  the  general  manager  of  the  power  company, 
told  me  that  they  would  have  to  pay  for  that  benefit  that  they  got 
down  there. 

Senator  Wheeler.  If  they  did,  that  would  be  a  question  as  between 
you  and  the  Montana  Power  Co.,  not  a  thing  that  the  power  com- 
mission can  decide. 

Mr.  Wheeler.  Well,  I  don't  know  about  that.  I  don't  Imow 
whether  the  power  commission  can  charge  them- for  that  or  not. 

Senator  Wheeler.  It  seems  to  me  that  that  is  so  perfectly  plain 
and  simple  whether  one  is  a  lawyer  or  not  he  ought  to  be  able  to 
understand  it. 

Mr.  Wheeler.  They  would  get  75,800  horsepow^er  at  $60,000,  which 
would  amount  to  79  cents  per  horsepower  for  the  first  five  years; 
and  for  the  balance  of  the  lease  they  would  get  82,700  horsepower 
for  $125,000. 

The  Rocky  Mountain  Power  Co.,  subsidiary  of  the  Montana  Power 
Co.,  proposes  to  generate  68,000  horsepower  average  per  annum  at 
Flathead  site  No.  1.  It  does  not  propose  to  develop  sites  Nos.  2.  3, 
4,  and  5. 

If  it  did  use  105,000  horsepower  from  site  No.  1,  eventually  the 
rentals  would  be  as  follows  for  the  first  five  years : 

75,800  horsepower,  at  $60,000 $60,000 

39,200  horsepower,  at  $6.53 255,  976 

Total,  115,000  horsepower 315,  976 

One  hundred  and  fifteen  thousand  horsepower,  at  $315,976,  equals 
$2.74  per  horsepower. 

Senator  Wheeli^i.  What  would  you  have  to  pay  for  that  ? 

Mr.  Wheeler.  The  figures  which  I  would  have  to  pay  are  given 
here— $3.01. 

Senator  Wheeler.  And  the  reason  you  would  have  to  pay  more 
per  horsepower  is  because  of  the  extra  10,000  horsepower  that  they 
would  get  down  the  river? 

Mr.  Wheeler.  Yes,  sir. 

Remainder  of  the  lease:  Peryeai 

82,700,  at  $125,000 $125,  000 

210,  919 

Total 335.  919 
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One  hundred  and  fifteen  horsepower,  at  $335,919,  equals  $2.92  per 
horsepower.    Then  I  have  tabulated  these  figures: 


Horsepower  at  Flathead 


Rental  per  horse- 

power per  annum 

Montana 

Power 

Co.  (in- 
cluding 

Wheeler 

Thomp- 
son Falls) 

$0.79 

$0.90 

1.51 

1.72 

2.74 

3.01 

2.92 

3.19 

(1) 

4.80 

(•) 

4.89 

First  5  years,  65,800  horsepower.. 

Remainder  of  lease,  72,700  horsepower 

First  5  years,  105,000  horsepower.  _ 

Remainder  of  lease,  site  No.  1,  105,000  horsepower. 

First  5  years,  214,000  horsepower,  5  sites 

Remainder  of  lease  5  sites,  214,000  horsepower 


»  Wm  not  apply. 

The  more  power  there  is  generated  the  higher  the  average  price 
per  horsepower  according  to  the  said  War  Department  report. 

It  is  obvious  that  the  rates  of  charge  suggested  by  the  War  Depart- 
ment were  made  up  to  fit  into  the  plan  of  the  Rocky  Mountain 
Power  Co.,  which  has  definitely  committed  itself  to  the  generation 
of  only  68,000  horsepower  at  site  Xo.  1  and  no  development  of  the 
other  four  sites  and  that  under  such  a  schedule  of  charges  it  would 
be  impossible  to  apply  the  power  capable  of  being  developed  at 
these  sites  to  industrial  use. 

Senator  Wheeler.  What  is  your  idea  about  it — ^that  they  ought  to 
fix  the  same  amount  ?  Suppose  they  were  going  to  raise  the  amount ; 
suppose  the  commission  came  to  the  opinion  that  $1.12%  was  not 
high  enough,  and  that  they  ought  to  charge  the  same  amount  all 
the  way  down  the  line  regardless  of  the  amount  that  was  developed ; 
suppose  they  came  to  the  understanding  and  belief  that  $2  per  horse- 
power was  the  amount  that  should  be  charged. 

Mr.  Wheeler.  This  rate  which  they  arrived  at  here  was  arrived 
at  on  the  basis  of  a  division  of  the  profits.  According  to  this  letter 
they  had  figured  out  that  the  power  company  would  make  a  certain 
amount  of  profit  and  they  split  it,  giving  the  Indians  three-fourths 
and  the  power  company  one-fourth.  Xow,  in  my  tentative  discus- 
sions with  Mr.  Scattergood,  Mr.  Ely,  and  Mr.  Bonner  on  this  ques- 
tion of  the  rate  to  the  Indians  that  same  general  idea  was  suggested, 
and  I  was  asked  if  I  would  be  willing,  in  case  I  could  earn  more 
money  out  of  the  plant  than  we  had  figured  on — on  our  $15  rate, 
to  apportion  a  part  of  that  surplus  profit  to  the  Indians.  I  was 
asked  that  at  the  hearing. 

Mr.  Scattergood.  Not  at  the  hearing — at  the  conference. 

Mr.  Wheeler.  I  was  asked  that  at  the  hearing,  Mr.  Scattergood. 
I  think  you  asked  me  the  question,  and  my.  statement  was — ^that  I 
was  told  I  would  be  allowed  a  certain  return  on  the  investment  and 
asked  would  I  be  willing  to  allow  the  Indians  ami:hing  over  and 
above  a  certain  return.  I  said  if  I  couldn't  have  it,  of  course  I 
would  be  willing  that  they  should  have  it. 

Senator  AYheeler.  Suppose  the  department  came  to  the  conclu- 
sion that  $2  per  horsepower  instead  of  $1.12i/^  was  the  price  that 
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you  or  anybody  ought  to  pay ;  you  would  figure  that  it  ought  to  be 
paid  on  the  first  68,000  horsepower,  and  on  the  balance  of  it  right 
down  the  line;  is  that  correct? 

Mr.  Wheeler.  Well,  I  think  there  should  be  a  fiat  rate. 

Senator  Wheeler.  That  is  w^iat  I  mean,  a  flat  rate. 

Mr.  Wheeler.  I  think  it  would  be  a  fair  proposition  if  that  flat 
rate  was  made  comparatively  low,  and  then  a  division  of  profits  pro- 
vided for  above  that.  That  was  the  general  idea  of  that  proposi- 
tion, but  the  trouble  with  this  proposition  is  that  it  applies  to  site  No. 
1  only,  and  when  you  continue  it  and  apply  it  to  the  five-power  sites 
it  makes  the  rest  of  it  prohibitive. 

Senator  Wheeler.  Suppose  they  took  in  the  whole  five  sites,  you 
wouldn't  have  any  objection  if  they  made  a  minimum  flat  rate;  and 
then  figures  out  a  higher  rate  for 

Mr.  Wheeler   (interposing).  For  the  division  of  profits. 

Senator  Wheeler.  For  the  division  of  profits. 

Mr.  Wheeler.  Now,  to  continue  with  my  statement,  Mr.  Chair- 
man, and  referring  to  this  report  of  the  War  Department,  it  is  a 
public  utility  set-up  pure  and  simple,  and  designed  to  fit  the  special 
requirements  of  the  Montana  Power  Co.,  and  to  make  it  impossible 
for  electrochemical  companies  to  come  into  the  territory.  These 
rates  would  obviously  return  the  Indians  much  less  compensation 
for  the  use  of  site  No.  1  than  would  be  obtained  under  a  schedule 
of  rates  which  would  encourage  the  development  of  all  five  sites  at 
a  rental  of  $1,121/2  per  horsepower  a  year  as  I  have  proposed  and 
the  Indians  have  accepted. 

The  following  tabulation  will  show  the  income  the  Indians  would 
derive  during  50  years  license  period  according  to  the  schedule  of 
rates  proposed  by  the  War  Department  from  the  Rocky  Mountain 
Power  Co. : 

3V2  years,  at  $12,000 $42,000 

5  years,  at  $60,000 300,000 

41.5  years,  at  $125,000 5,187,500 

Total  in  50  years 5,529,500 

Under  my  plan  of  development  and  at  a  rental  of  $1,121/2  per 
horsepower  year  which  the  Indians  had  accepted  the  Indians  would 
receive  during  the  50-year  license  period  compensation  as  follows : 

4  years'  construction  period 

3  years,  at  $118,125 . $354,375 

43  years,  at  $240,750 10,  352,  250 

Total  in  50  years 10,  706,  625 

It  is  thus  seen  that  the  Indians  receive  just  twice  as  much  under 
my  lease  with  them  as  they  would  receive  from  the  Rocky  Mountain 
Power  Co.  if  this  schedule  of  rates  recommended  by  the  War  De- 
partment were  applied. 

On  December  17,  1929,  I  called  upon  J. .Henry  Scattergood,  As- 
sistant Commissioner  of  Indian  Affairs,  to  discuss  the  Flathead 
matter.  I  told  Mr.  Scattergood  that  suggestions  had  been  made  to 
me  that  I  make  some  deal  with  the  Montana  Power  Co.  to  give  them 
control  of  the  power  sites.  Mr.  Scattergood  said  "  Wliy  would  not 
that  be  a  good  thing  for  you  to  do?  "  I  said,  "  It  is  my  opinion  that 
the  Montana  Power  Co.  and  Anaconda  Copper  Co  wish  to  tie  up 
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these  power  sites  to  prevent  their  use  in  electrochemical  and  metal- 
lurgical work.  If  I  should  make  a  deal  with  them  there  will  be  no 
industrial  development." 

Mr.  Scattergood  said,  "I  should  think  it  would  be  to  yoiir  in- 
terest to  make  some  arrangement  with  them;  they  would  probably 
give  you  stock  in  their  company."  I  said,  "  I  am  perfectly  willing 
to  sell  them  power  the  same  as  any  other  customer  and  I  am  not 
interested  in  fighting  them,  but  I  want  this  power  for  industrial 
use.  It  is  the  key  to  a  great  chemical  and  metallurgical  industrial 
development  in  the  Northwest  and  that  is  what  I  want  to  use  it  for." 

Mr.  Scattergood  then  suggested  that  the  Electric  Bond  &  Share 
Co.  could  block  my  financing  of  this  project.  I  assured  him  that 
they  could  not.  Mr.  Scattergood  mentioned  that  he  wished  to  work 
out  a  business  man's  compromise  on  the  Flathead.  When  I  left 
Mr.  Scattergood  accompanied  me  to  the  door  of  his  office  and  said, 
"  Don't  burn  all  your  bridges  behind  you,  so  you  can't  deal  with  the 
Montana  Power  Co.  if  you  have  to."  I  said,  '"  I  am  perfectly  will- 
ing to  sell  them  power,  but  I  wall  not  consider  any  deal  which  would 
give  them  control  and  block  this  industrial  development." 

Senator  Wheeler.  When  was  this  conversation  had? 
•  Mr.  Wheeler.  December  IT. 

Senator  Wheeler.  Who  was  present? 

Mr.  Wheeler.  As  I  recall  it,  Mr.  Rhoads  was  there  during  the 
first  part  of  the  conversation,  but  I  don't  think  he  was  paying  much 
attention  to  it. 

Senator  Wheeler.  You  don't  think  he  was  paying  much  atten- 
tion to  it? 

Mr.  Wheeler.  Xo,  sir.  Mr.  Rhoads  was  gone  before  the  last 
statement  w^as  made. 

Senator  Wheeler.  It  is  my  understanding  that  the  Montana 
Power  Co.  made  you  some  kind  of  a  proposition  ? 

Mr.  Wheeler.  Xot  directly,  no,  sir;  but  I  was  urged  by  financial 
interests  to  make  a  deal  of  that  kind. 

Senator  Wheeler.  You  were  urged  bv  financial  interests  out- 
side? 

Mr.  Wheeler.  Yes.  sir. 

Senator  Wheeler.  But  not  by  the  Montana  Power  Co.  directly? 

Mr.  Wheeler.  Xot  by  the  Montana  Power  Co.  directly. 

Senator  Wheeler.  And  in  your  statement  to  Mr.  Scattergood  you 
berated  this  fact  that  you  had  been  urged  by  financial  interests 
to  make  that  deal? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  That  is  the  way  the  thing  came  about? 

Mr.  Wheeler.  Yes,  sir.  I  am  convinced  that  any  decision  which 
the  present  Federal  Power  Commission  makes  in  this  Flathead 
case  will  be  regarded  with  suspicion  by  the  public  and  the  in- 
terested parties.  The  commission  as  now  constituted  can  not  make 
a  judicial  decision  upon  the  evidence  in  a  case  of  this  size  and 
importance.  One  member  of  the  commission  has  told  me  that 
he  will  not  take  any  part  in  rendering  a  decision  in  this  case  un- 
less there  is  a  rehearing. 

Senator  Wheeler.  Who  was  that  member? 

Mr.  Wheeler.  That  was  the  Secretarv  of  War. 
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Senator  Wheeler.  You  mean  the  present  Secretary  of  War? 

Mr.  Wheeler.  Yes. 

Senator  Wheeler.  When  was  this  statement  made? 

Mr.  Wheeler.  That  was  in  January. 

Senator  Wheeler.  Whereabouts? 

Mr.  Wheeler.  In  his  office,  in  the  presence  of  Congressman  Good- 
win of  Minnesota.     He  also  made  that  statement  to  other  people. 

As  the  commission  had  been  functioning  its  decisions  have  been 
made  by  the  executive  secretary.  I  reiterate  as  my  own  opinion  the 
opinion  expressed  by  Senator  Couzens  during  the  hearings  before 
his  committee  on  reorganization  of  the  Federal  Power  Commission, 
which  was  as  follows: 

Conditions  in  tlie  commission  have  become  so  intolerable  that  it  presents  one 
of  the  rottenest  exhibitions  of  government  I  have  ever  heard  of. 

Under  these  circumstances  it  seems  inconceivable  that  the  present 
commission  should  be  permitted  to  go  on  with  this  matter  and  render 
a  decision  in  this  very  important  case,  in  which  not  only  Montana 
but  the  whole  United  States  is  vitally  concerned. 

Senator  Wheeler.  Did  you  appear  before  the  Couzens  committee  ? 

Mr.  Wheeler.  No.  I  thought  I  was  going  to  appear  before  them, 
then  Senator  Couzens  decided  not  to  have  me  appear. 

I  want  to  put  into  the  record,  Mr.  Chairman,  if  I  may,  this  letter 
of  Secretary  Wilbur. 

The  Chairman.  It  may  go  into  the  record. 

Mr.  Wheeler.  And  also  the  note  which  he  pinned  to  it.  Shall  I 
read  the  letter? 

The  Chairman.  No.     Just  hand  it  to  the  reporter. 

(Said  letter  and  inclosures  are  printed  here,  as  follows:) 

Dbab  Mr.  Wheeleb:  You  will  note  figures  are  based  on  position  of  present 
market. 

R.  L.  WiLBUB. 

Department  of  the  Interior, 
Washington,  Fe})ruary  28,  1930. 
Mr.  Walter  H.  Wheeler,  Washington,  D.  C. 

Dear  Sir:  The  data  assembled  in  connection  with  the  applications  made  for 
the  Flathead  site  were  submitted  to  the  War  Department  in  order  that  a 
recommendation  should  be  made  by  them  as  to  the  amount  which  the  appli- 
cant obtaining  that  license  should  pay  to  the  Indian  Bureau.  The  conclusions 
of  this  study  as  transmitted  by  the  Secretary  of  War  under  date  of  February 
27,  are  as  follows : 

1.  (a)  That  the  revenue  should  be  derived,  first,  from  a  fixed  yearly  demand 
charge,  and  second,  from  an  energy  charge,  the  latter  to 'be  sufliciently  low 
to  make  it  worth  while  for  the  company  to  generate  as  much  power  as  can 
be  absorbed  in  the  system. 

(6)  That  no  unnecessary  restrictions  should  be  placed  on  the  method  of 
operating  the  plant  by  the  power  company,  such  as  a  peak  load  penalty,  as  it 
is  believed  that  this  will  have  the  effect  of  reducing  the  usefulness  of  the 
plant  and  will  not  provide  additional  return  to  the  Indian  Bureau. 

2.  The  following  conditions  are  recommended  as  being  fair  to  all  parties 
concerned  and  are  based  on  computations  made  from  information  supplied  by 
your  office : 

Fixed  charge:  The  power  company  shall  pay  to  the  Indian  Bureau  for  the 
privileges  granted  under  this  license  a  fixed  charge  at  the  rate  of  $1,000  per 
month  from  the  time  that  this  license  is  issued  until  the  time  when  the  plant 
starts  generating  power  for  other  than  test  purposes.  As  soon  as  the  plant 
starts  generating  power  for  other  than  test  purposes,  the  company  shall  pay 
at  the  rate  of  $60,000  per  year  until  the  beginning  of  the  fifth  calendar  year, 
at  which  time  the  fixed  charge  shall  be  increased  to  $125,000  per  year,  and 
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shall  be  continued  until  the  expiration  of  this  license,  unless  modified  under 
the  terms  thereof. 

Energy  charge:  In  addition  to  the  fixed  charge,  the  company  shall  pay  for 
energy  generated  as  follows:  For  the  first  420,000,000  kilowatt-hours  per 
annum  during  the  time  that  the  fixed  charge  is  $60,000  per  annum,  and  for 
the  first  475,000,000  kilowatt-hours  per  annum  thereafter,  no  additional  charge 
shall  be  made.  For  all  energy  generated  over  these  amounts,  the  company 
shall  pay  at  the  rate  of  1  mill  per  kilowatt-hour. 

The  energy  shall  be  metered  at  the  plant  at  generator  voltage. 

3.  In  arriving  at  the  above  recommendations,  certain  assumptions .  were 
made  and  certain  figures  were  accepted,  as  follows : 

Cost  of  development,  not  including  transmission  line,  $8,000,000;  installed 
capacity,  150,000  horsepower;  regulated  low  fiow  90  per  cent  of  time,  5,400 
second-feet;  average  head,  185  feet;  overall  plant  efficiency,  85  per  c^nt; 
prime  power  capacity,  based  on  90  per  cent  time  flow,  71,000  kilowatt;  prime 
power  output  per  annum  with  100  per  cent  load  factor,  622,000,000  kilowatt- 
hours ;  sale  price  of  power  delivered  at  end  of  transmission  line,  $25  per 
horsepower  year,  or  3.83  mills  per  kilowatt-hour;  cost  of  2-circuit,  132,000- volt 
transmission  line  140  miles  long  from  plant  to  Anaconda,  $3,000,000. 

4.  Based  on  the  above  data  and  the  details  of  the  cost  as  stated  by  the  power 
company,  it  was  computed  that  the  total  annual  fixed  and  operating  charges 
on  the  plant,  not  including  the  transmission  line,  would  be  approximately 
$1,000,000,  divide  as  follows : 

Interest,  at  7  per  cent $560,  000 

Operation,  maintenance,  and  overhead 200,  000 

Taxes,  at  2  per  cent 160,  000 

Depreciation,  1  per  cent 80,000 

5.  In  order  to  arrive  at  the  net  revenue  at  the  plant,  a  transmission  line 
loss  in  energy  of  12  per  cent  was  assumed,  and  fixed  and  operating  charges 
of  the  transmission  line  were  computed  as  follows : 

Interest,  at  7  per  cent $210,000 

Depreciation,  at  ll^  per  cent 45,  000 

Patrol,  at  $100  per  mile  per  year 14,000 

Maintenance  and  repairs,  at  0.5  per  cent 15,  000 

Taxes,  at  2  per  cent 60,000 

Overhead  contingencies— 6,  000 

Total 350,000 

6.  From  the  above  computations,  the  curves  shown  on  the  attached  sheet 
were  draw^n  to  show  the  difference  between  annual  charges  and  the  revenue 
derived  from  power  generated. 

7.  It  was  considered  that  the  fixed  charge  should  be  sufficiently  large  to 
protect  the  Indian  Bureau  in  case  the  company  desired  to  maintain  the  plant 
in  a  stand-by  condition,  but  should  also  be  low  enough  so  that  the  power 
company  could  earn  this  charge  under  any  foreseen  condition.  The  lowest  flow 
of  record,  occurring  for  8  months  during  1919  and  1920,  gave  a  regulated  flow 
under  the  assumed  conditions,  0.62  cubic  foot  per  second  per  square  mile  of 
drainage  area.  This  flow  corresponds  to  a  100  per  cent  prime  power  capacity  of 
57,000  kilowatts,  or  an  output  at  the  rate  of  500.000,000  kilowatt-hours  per  year. 
It  is  to  be  expected  that  during  a  dry  period  of  this  character  the  load  factor 
on  a  storage  project  of  this  kind  would  be  at  least  95  per  cent,  and  it  was  there- 
fore concluded  that  the  company  could  produce  under  the  worst  conditions  at 
least  475,000,000  kilowatt-hours  per  year  or  76.4  per  cent  of  the  90  per  cent 
time  flow  output. 

8.  From  the  curve  it  will  be  seen  that  the  difference  between  the  cost  of 
producing  this  amount  of  power  and  the  revenue  derived  therefrom  would  be 
approximately  $250,000.  Obviously,  all  of  this  difference  should  not  be  credited 
to  the  Indian  Bureau.  In  order  to  arrive  at  the  proportion  which  should  be  so 
credited,  the  value  of  storage  derived  from  the  use  of  Indian  lands  was  com- 
puted as  follows : 

The  90  per  cent  time  unregulated  flow  corresponds  to  a  prime  power  capacity 
of  33,300  kilowatts,  or  an  output  of  291,000,000  kilowatt-hours  per  annum. 
Using  76.4  per  cent  of  this  figure,  or  220,000,000  kilowatt-hours  per  annum, 
as  the  minimum  power  which  would  be  generated  with  a  run-of-river  plant, 
the  revenue  derived  from  the  curve  is  shown  to  be  $400,000.     The  cost  of  a 
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run-of-river  plant  of  this  kind  is  (estimated  at  $5,000,000,  on  which  the  fixed 
and  operating?  charges  were  cakularcMl  to  be  $050,000  per  annum.  Therefore, 
with  the  minimum  output  mentioned  above,  there  would  be  a  net  loss  of 
$250,000.  The  effect  of  storage,  therefore,  is  to  convert  a  loss  of  $250,000 
per  year  into  a  profit  of  $250,000  per  year  based  on  a  minimum  output,  or,  in 
other  words,  the  value  of  storage  is  $500,000  per  annum. 

9.  It  is  estimated  that  25  per  cent  of  the  storage  lands  belong  to  the  Indian 
Bureau,  and  tlierefore  the  minimum  amount  which  should  accrue  to  the  bureau 
is  $125,000  per  year,  which  is  the  recommended  fixed  charge. 

10,  In  arriving  at  the  recommendations  for  the  energy  charge,  a  figure  was 
selected  which  would  encourage  the  power  company  to  generate  as  much  power 
as  could  be  sold,  and  thus  insure  the  maximum  return  to  the  Indian  Bureau. 

Sincerely  yours, 

Ray  Lyman  Wilbur. 

Relation  to  Indian  rental 


Gross  rev- 
enue from 
operation 


Average    horsepower    gen-  j 
erated:  I 

61,500 !  $1,000,000 

68,000 -..:     1,125,000 

73,000 '■■     1,250,000 


Rental  to 
Indians 


$125, 000 
125, 000 
125, 000 


Average    horsepower    gen 
erated: 

80,000 

90,000 

95,200 


Gross  rev- 
enue from 
operation 


Rental  to 
Indians 


$1, 410, 000 
1, 630, 000 
1,700,000 


$175,  000 
240,  000 
270,000 


Note.— The  above  figures  are  read  from  a  diagram  submitted  and  are  therefore  approximate  figures. 

Mr.  AVheeler.  I  should  also  like  to  put  into  the  record,  Mr.  Chair- 
man, the  agreement  which  I  made  with  the  Flathead  Indians,  and 
the  resolution  which  they  passed  authorizing  this  agreement. 

The  Chairman.  Very  w^ell. 

(Said  resolution  and  agreement  are  printed  here,  as  follows:) 

Resolution 


Whereas  the  Flathead  Confederated  Tribes  of  Indians  in  general  council  duly 
assembled  this  19th  day  of  November,  1927,  for  the  purjwse,  among  other 
things,  of  considering  and  acting  upon  certain  proposals  by  applicants  for  the 
development  of  our  power  sites,  known  as  the  Flathead  Power  Sites,  and 

Whereas  the  Rocky  Mountain  Power  Co.  on  or  about  the  17th  day  of  February, 
1927,  submitted  in  writing  its  proi)osal,  designated  as  "  a  memorandum  for 
the  Commissioner  of  Indian  Affairs,"  the  chief  items  of  which  are  as  follows : 

1.  The  reimbursement  to  the  United  States  for  the  amount  heretofore  ex- 
pended on  Newell  Tunnel  not  to  exceed  $102,000. 

2.  The  payment  of  a  rental  of  $1  per  annual  average  horsepower  generated 
(which  is  equivalent  to  $1.24  per  kilowatt)  which  proceeds  are  to  be  divided 
as  follows:  Two-thirds  to  the  irrigation  project  (the  Flathead  irrigation  proj- 
ect), and  one-third  to  the  Flathead  Indians,  a  complete  copy  of  said  pro])osal 
is  hereto  attached  and  made  a  part  hereof;  and 

Whereas  the  said  Rocky  Mountain  Power  Co.  has  not  sul)mitt('(l  any  t'uitlu'. 
or  other  proposal  or  proposition  than  the  one  hereinabove  set  forth,  and  have 
refused  to  submit  any  further  or  other  proposal,  and  has  pei'sistently  ignored 
us  and  has  refused  to  deal  with  the  Indians  openly  and  in  a  businesslike 
manner  with  the  tribal  council  and  its  duly  elected,  qualilied.  and  acting 
officers,  but  has  resorted  to  trickery,  secretive  and  underhancUMJ  methods,  and 
has  aided  and  conspired  with  the  Indian  Hureau  and  other  bureaucratic 
agencies  and  others  for  the  purpose  of  dei)riving  us  of  portions  of  the  proceeds 
from  the  rentals  v.-hich  would  l)e  derived  fiom  our  said  property  amounting  to 
large  sums  of  money  ;  and 

Whereas  we  protest  against  the  c<Mifiscation  of  our  said  propeity  and  rights 
which  legall.v,  morally,  and  of  right  belong  to  us :  and 

Whereas  me  said  iteuj  of  $102,(100  proposed  to  be  reimbursed  to  the  Tnited 
States,  and  which  Is  alleged  to  have  heretofore  been  exp<>n(l((l  (m  Newell  Tun- 
nel, is  not  a  proper  or  legal  charge  atraiii^t  tlu^  Flathead  ('<)i)federat<'d  Ti'ilx^s 
of  Indians ;  and 
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Whereas  the  Rcx'ky  Mountain  Power  Co..  according  to  best  available  and 
official  reports,  has  assets  amounting  to  $1,000;  and 

Whereas  it  is  the  sense  of  this  assemblage  that  the  said  proposal  of  the 
Rocky  Mountjiin  Power  Co.  should  be  rejected ;  and 

Whereas  Walter  H,  Wheeler,  of  Minneapolis,  Minn.,  has,  under  date  of 
November  2,  1927,  duly  submitted  a  proix)sal.  in  writing,  for  the  leasing  and 
developing  of  our  said  power  sites,  the  chief  items  of  which  are  as  follows: 

1.  The  payment  of  a  rental  of  $1.50  per  annual  average  kilowatt  generated 
(which  is  equivalent  to  $1.12  per  annual  average  horsepower),  the  entire  pro- 
ceeds to  be  placed  in  the  Treasury  of  the  United  States  to  the  credit  (vf  the 
Flathead  Confetlerated  Tribes  of  Indians ;  and 

Whereas  the  said  proposal  of  Walter  H.  Wheeler  has  heretofore  been  sub- 
mitted to  our  general  attorney,  Mr.  A.  A.  Grorud,  and  the  officers  of  the  Flat- 
head Tribal  Council,  who  have  duly  considered  same,  recommends  its  accept- 
ance, and  the  same  having  now  been  duly  considered  by  the  Flathead  Confed- 
erated Tribes  here  in  general  council  duly  assembled ;  and 

Whereas  said  Walter  H.  Wheeler  as  to  himself  and  his  associates  are  com- 
petent, responsible,  and  tinancially  able  to  carry  said  proposition  through  to 
completion ;  and 

Whereas  the  terms  and  conditions  of  said  proposal  of  Walter  H.  Wheeler 
appears  to  be  reasonable,  just,  and  the  best  that  can  be  obtained,  and  that  it 
is  for  the  best  interests  of  the  Flathead  Confederated  Tribes  of  Indians  that  the 
said  proposal  of  Walter  H.  Wheeler  be  accepted ;  and 

Whereas  the  said  Walter  H.  Wheeler  has  submitted  a  tentative  agreement 
and  contract  for  execution,  which  contract  and  agreement  is  recommended  and 
approved  by  the  officers  of  the  Flathead  Tribal  Council  and  our  general  attor- 
ney, and  the  same  having  now  by  the  said  Flathead  Confederated  Tribes  in 
general  council  duly  assembled  been  duly  considered ;  and 

Whereas  it  appears  to  be  for  the  best  interests  of  the  Flathead  Confederated 
Tribes  and  all  concerned  that  the  said  contract  and  agreement  should  be  ap- 
proved and  executed  by  the  officers  of  the  Flathead  Tribal  Council  for  and  on 
behalf  of  the  Confederated  Tribes  of  Indians :  Be  it  therefore 

Resolved,  That  the  said  proposal  of  the  Rocky  Mountain  Power  Co.  is  hereby 
rejected  and  the  same  is  rejected ;  and  be  it  further 

Resolved,  That  the  said  proposal  submitted  by  said  Walter  H.  Wheeler  be 
accepted  and  the  same  is  hereby  accepted ;  and  be  it  further 

Resolved,  That  the  officers  of  the  Flathead  Tribal  Council,  to  wit,  the  presi- 
dent, vice  president,  treasurer,  and  secretary,  are  hereby  directed,  authorized, 
and  empowered  to  sign  and  execute  the  said  proposed  contract  and  agreement 
of  said  Walter  H.  Wheeler  for  and  on  behalf  of  said  Flathead  Confederated 
Tribes  of  Indians ;  and  be  it  further 

Resolved.  That  the  said  officers  of  the  said  Flathead  Tribal  Ccmncil  are 
hereby  authorizetl  and  empowered  to  represent  and  act  for  and  on  behalf  of 
the  Flathead  Confederated  Tribes  of  Indians  and  do  everything  necessary  to 
carry  out  the  terms  and  provisions  of  said  contract  and  agreement,  including 
the  preparation  and  execution  of  all  papers,  agreements,  and  documents  in  the 
promises  required  and  necessar3^  and  which  are  not  in  conflict  with  the  terms 
and  provisions  of  said  proposal,  and  contract  and  agreement :  and  be  it  further 

Resolved,  That  the  said  officers  of  said  Flathead  Tribal  Council  are  hereby 
authorized  and  empowered  to  consent  to  and  agree  to  any  modification  or  modi- 
fications to  said  contract  and  agreement  which  may  be  mutually  agreed  upon 
to  be  necessary  and  proper  by  and  between  the  said  officers  of  said  Flathead 
Tribal  Council  and  said  Walter  H.  Wheeler,  which  said  modification  shall  not 
be  in  conflict  with  the  terms  and  provisions  of  said  contract  and  agreement. 

I  hereby  certify  that  the  within  is  a  true  and  correct  copy  of  a  resolution 
duly  adopted  by  the  Flathead  Confederated  Tribes  of  Indians  in  general  council 
duly  assembled  on  the  19th  day  of  November,  1927. 

VEatA  A.  Dupuis, 
Secretanj  Flathead  Tribal  Council. 


Agreement 

Whereas  the  Flathead  Confederated  Tribes  of  Indians,  at  a  general  meeting 
duly  assembled,  at  St.  Ignatius,  Mcnt.,  on  the  19th  day  of  NovembeT,  1927, 
for  the  purpose  among  other  things  of  considering  proposals  from  applicants 
for  the  leasing  and  development  of  the  Flathead  power  sites,  and  whereas,  a 
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resolution  was  at  said  meeting  held  on  November,  1927,  duly  adopted  directing, 
authorizing,  and  empowering  the  officers  of  the  Flathead  Tribal  Council  of  the 
Flathead  Confederated  Tribes  of  Indians,  to  wit,  the  president,  vice  president, 
treasurer,  and  secretary,  to  execute  an  agreement  and  contract  to  fully  carry 
out  the  intent  and  provisions  of  said  resolution,  and  by  reason  thereof  and  the 
premises  the  undersigned  president,  vice  president,  treasurer,  and  secretary  of 
the  said  Flathead  Tribal  Council  for  and  on  behalf  of  the  Flathead  Tribal 
Council  for  and  on  behalf  of  the  Flathead  Confederated  Tribes  of  Indians  do 
hereby  enter  into  the  following  covenant  and  agreement  with  Walter  H.  Wheeler 
of  Minneapolis,  Minn.,  as  follows: 

Witnesseth:  The  said  Flathead  Confederated  Tribes  of  Indians,  for  and  in 
consideration  of  the  covenants  and  agreements  hereinafter  mentioned  to  be  kept 
and  performed  by  the  said  Walter  H.  Wheeler,  his  heirs,  executors,  admini- 
strators and  assigns  do  by  this  indenture  demise  and  lease  unto  the  said  Walter 
H.  Wheeler,  all  those  certain  lands,  premises,  water  rights,  power  rights,  flow- 
age  rights,  dam  sites,  power-plant  sites  and  any  and  all  right  of  way  required 
for  transmission  lines,  telephone  lines,  telegraph  lines,  highways,  railways, 
spurs,  ditches,  flumes,  canals,  and/or  for  any  other  purpose  required  and  neces- 
sary to  be  used  in  connection  with  the  development,  maintenance,  and  opera- 
tion of  power  plants  on  lands  and/or  premises  which  are  owned  and/or 
controlled  by  the  said  Flathead  Confederated  Tribes  of  Indians  and  situated 
within  the  boundaries  of  the  State  of  Montana  on  the  Flathead  River  and  all 
of  its  tributary  streams  and  lakes  and  on  Flathead  Lake  and  all  of  its  tributary 
streams  and  lakes,  including  also  the  right  to  cut  and  remove  any  brush  or 
timber  from  the  said  premises  and  to  make  use  of  said  timber  in  connection 
with  the  development,  maintenance,  and  operation  of  said  water  power  and/or 
to  otherwise  dispose  of  said  brush  and  timber,  and  including  also  the  right  to 
grade,  construct,  and  maintain  highways,  railways,  spurs,  transmission  lines, 
telephone  lines,  telegraph  lines,  dams,  power  plants,  together  with  any  useful 
and  necessary  buildings  or  other  structures,  and  to  make  use  of  any  materials 
that  may  be  found  on  said  premises  for  construction,  maintenance,  and/or  opera- 
tion purposes,  including  also  water.  The  premises  and  rights  which  are  owned 
and/or  controlled  by  the  said  Flathead  Confederated  Tribes  of  Indians  and 
on  which  the  said  lands,  premises,  water  rights,  power  rights,  flowage  rights, 
dam  sites,  power-plant  sites,  and  rights  of  way  are  situated  are  more  particu- 
larly described  as  follows,  to  wit :  All  those  lands,  premises,  water  rights,  power 
rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  rights  of  way  situated  in 
townships  18,  19,  20,  21,  22,  23,  24,  25,  26,  and  27  north  and  ranges  18,  19,  20, 
21,  2iy2,  and  22  west  of  the  Montana  meridian  which  are  reserved  for  power 
purposes. 

To  have  and  to  hold  the  above-described  lands,  premises,  water  rights,  power 
rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  rights  of  way  with  the 
appurtenances  thereto  belonging  unto  the  said  Walter  H.  Wheeler,  his  heirs, 
executors,  administrators,  and  assigns  for  the  term  of  50  years  from  the  date 
of  execution  of  license  or  licenses  to  the  said  Walter  H.  Wheeler  by  the  Fed- 
eral Power  Commission.  And  the  said  Walter  H.  Wheeler  in  consideration  of 
the  leasing  of  the  said  lands,  premises,  water  rights,  power  rights,  flowage 
rights,  dam  sites,  power-plant  sites,  and  rights  of  way  aforesaid  by  the  said 
Flathead  Confederated  Tribes  of  Indians  to  the  said  Walter  H.  Wheeler,  does 
covenant  and  agree  with  the  said  Flathead  Confederated  Tribes  of  Indians, 
their  heirs,  executors,  administrators,  guardians,  and  assigns,  as  follows,  to 
wit,  that  he  will  proceed  promptly  and  with  reasonable  diligence  to  make  appli- 
cation to  the  Federal  Power  Commission  for  the  necessary  permit  or  permits, 
license  or  licenses  in  accordance  with  the  terms  and  provisions  of  this  agree- 
ment and  the  Federal  water  power  act  of  June  10.  1920,  and  the  rules  and 
regulations  of  the  Federal  Power  Commission,  and  that  after  said  permit  or 
permits,  license  or  licenses  have  been  granted  and  duly  executed  and  delivered 
to  the  said  Walter  H.  Wheeler,  the  said  Walter  H.  Wheeler  further  covenants 
and  agrees  that  he  will  proceed  promptly  and  with  due  diligence  to  develop 
said  power  to  full  capacity  as  fast  as  market  conditions  and  circumstances 
warrant,  and  the  said  Walter  H.  Wheeler  further  covenants  and  agrees  that 
after  said  power  plants,  transmission  lines,  and  their  appurtenances  have  been 
constructed  and  placed  in  operation,  that  he  will  pay  or  cause  to  be  paid  into 
the  Treasury  of  the  United  States  to  the  credit  of  the  Flathead  Confederate 
Tribes  of  Indians  as  provided  In  the  Federal  water  power  act  (approved  June 
10,  1920)  as  rental  for  all  said  lands,  preinises,  water  rights,  power  rights, 
flowage  riglits,  dam  sites,  power-plant  sites,  and  rights  of  way  aforesaid  the 
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sum  of  $1.50  per  kilowatt  per  annum  based  upon  the  average  amount  of  power 
generated  per  annum  as  determined  by  standard  wattmeter  readings  at  the 
switchboard  or  switchboards  in  the  power-house  building  or  power-house  build- 
ings of  the  power  plant  or  power  plants  for  each  year  preceding  the  date  when 
said  rent  becomes  due,  the  first  payment  to  become  due  and  payable  at  the 
end  of  the  first  year  after  the  date  on  which  the  first  power  plant  is  placed 
in  operation  and  succeeding  payments  to  become  due  and  payable  annually 
thereafter. 

It  is  further  covenanted  and  agreed  by  and  between  the  parties  hereto  that 
the  said  rent  of  $1.50  per  kilowatt  per  annum  shall  include  all  and  every 
charge  that  is  levied  or  assessed  or  that  may  be  levied  or  assessed  against 
the  said  Walter  H.  Wheeler  for  the  use  of  the  said  demised  lands,  premises, 
water  rights,  power  rights,  flowage  rights,  dam  sites,  power  plant  sites,  and 
rights  of  way  aforesaid  and  the  said  Flathead  Confederated  Tribes  of  Indians 
hereby  expressly  agree  to  save  the  said  Walter  H.  Wheeler  harmless  from 
any  and  all  claims  of  every  kind  and  nature  whatsoever  including  also  any 
and  all  charges  or  claims  which  may  be  charged  or  assessed  by  the  Federal 
Power  Commission,  the  Bureau  of  Indian  Affairs,  or  otherwise,  by  reason  of 
said  development  and  use  of  any  and  all  of  the  said  demised  lands,  premises, 
water  rights,  power  rights,  flowage  rights,  dam  sites,  power-plant  sites,  and 
rights  of  way. 

At  the  expiration  of  the  term  of  any  license  which  may  be  issued  in  the 
premises,  the  provisions  of  sections  14  and  15  of  the  Federal  water  power  act 
(approved  June  10,  1920)  shall  govern. 

It  is  expressly  understood  and  agreed  by  and  between  the  parties  hereto 
that  the  manner  of  payment  and  the  collection  of  the  rentals  and  royalties 
herein  provided  shall  be  governed  by  the  Federal  water  power  act  (approved 
June  10,  1920)  and  the  rules  and  regulations  of  the  Federal  Power  Commission. 
It  is  further  understood  and  agreed  between  the  parties  hereto  that  all  the 
conditions  and  covenants  contained  in  this  agreement  shall  be  binding  upon 
the  heirs,  executors,  administrators,  guardians,  and  assigns  of  the  respective 
parties  hereto. 

In  witness  whereof,  the  said  parties  have  hereunto  set  their  hands  and  seals 
this  17th  day  of  December,  1927. 

Flathead  Confedeeated  Tribes  of  Indians, 
[SEAL.]  By  Caville  Dupuis, 

President  Flathead  Trihal  CounoU. 
[seal.]  Albert  W.  Lemmery, 

Vice  President  Flathead  Trihal  Counoil. 
MosE  Grenier, 

Treasurer  Flathead  Trihal  Council. 
V.  A.  Dupuis, 

Secretary  Flathead  Trihal  Council. 
(The  party  of  the  one  part). 
Walter  H.  Wheeler,  Minneapolis,  Minn. 
(The  party  of  the  other  part). 
State  of  Montana, 

County  of  Lake,  ss: 
On  this  17th  day  of  December,  1927,  before  me,  a  notary  public  in  and  for 
the  State  of  Montana,  appeared  Caville  Dupuis,  Albert  W.  Lemery,  Mose 
Grenier,  V.  A.  Dupuis,  personally  known  to  me  to  be  the  persons  who  executed 
the  within  instrument  and  who  severally  acknowledged  to  me  that  they  exe- 
cuted the  same  for  and  on  behalf  of  themselves  and  as  officers  of  the  Flathead 
Tribal  Council  and  for  and  on  behalf  of  the  Flathead  Confederated  Tribes 
of  Indians. 

Subscribed  and  sworn  to  before  me  this  17th  day  of  December,  1927. 
[seal.]  W.  F.  Fellows, 

Notary  Puhlic  for  the  State^  of  Mmitana. 

Mr.  Wheeler.  I  would  also  like  to  put  into  the  record  a  tran- 
script of  the  testimony  in  the  Flathead  case. 

The  Chairman.  Do"^  you  mean  the  whole  transcript  ? 

Mr.  Wheeler.  Yes,  sir.    This  is  our  file  copy  of  the  transcript. 
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Senator  Wheeler.  What  do  you  mean  by  "  file  copy  "  ?  It  isn't  the 
official  record,  is  it? 

Mr.  Wheeler.  It  is  the  official  record;  yes. 

Senator  Wheeler.  Of  the  department? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  The  whole  record  of  the  department  ? 

Mr.  Wheeler.  No  ;  this  is  a  transcript  of  the  hearing.  There  were 
only  two  copies  made,  and  this  is  one  of  them. 

S?nator  Wheeler.  I  don't  think  we  ought  to  put  into  the  record 
a  bundle  of  papers  like  that.  You  may  file  it  with  the  committee  for 
reference,  and  the  committee  can  find  out  how  much  it  will  cost  to 
put  it  into  the  record  if  the  chairman  permits  it  to  go  into  the 
record. 

The  Chairman.  Yes.  It  is  voluminous,  and  I  wouldn't  undertake 
to  make  it  a  part  of  the  record  without  first  making  inquiry  as  to  the 
cost. 

Senator  Wheeler.  Now,  have  you  completed  your  statement? 

Mr.  Wheeler.  Well,  I  have  some  other  matters  that  I  wanted  to 
take  up. 

Senator  Wheeler.  I  wanted  to  ask  a  few  questions  if  you  had 
finished,  but  I  don't  want  to  interrupt. 

Mr.  Wheeler.  Well,  I  have  finished  with  this  statement. 

Senator  Wheeler.  I  have  a  letter  here  from  Secretary  Wilbur, 
and  one  of  the  things  that  has  been  puzzling  me,  as  you  know,  has 
been  the  question  as  to  whether  or  not  you  could  develop  the  power 
site  if  you  got  a  license,  and  whether  or  not  you  had  a  market  for  the 
power.  It  seems  to  me,  Mr.  Wheeler,  there  would  be  no  market  for 
the  power.  I  mean,  it  seems  to  me  there  are  no  industries  out  there 
at  the  present  time  which  would  take  your  power.    Are  there  any? 

Mr.  Wheeler.  Yes;  there  are  some  industries. 

Senator  Wheeler.  What  industries  are  there? 

Mr.  Wheeler.  The  American  Smelting  &  Refining  Co. 

Senator  Wheeler  (interrupting).  Isn't  the  American  Smelting  & 
Refining  Co.  located  at  Helena,  Mont.,  at  the  present  time  ? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  And  Helena  is  approximately  175  miles  from 
the  Flathead  power  site? 

Mr.  Wheeler.  About  150  miles  on  the  transmission  line. 

Senator  Wheeler.  Well,  probably  by  road  it  would  be  around 
175  or  180  miles,  perhaps  200;  it  probably  would  be  less  by  trans- 
mission line.  The  American  Smelting  &  Refining  Co.  belongs  to 
Guggenheim  ? 

Mr.  Wheeler.  It  belongs  to  Guggenheim;  yes. 

Senator  Wheeler.  Have  you  any  contract  with  the  American 
Smelting  &  Refining  Co.  ? 

Mr.  Wheeler.  Well,  I  have  had  correspondence  with  them  which 
was  put  into  the  record  in  this  case. 

Senator  Wheeler.  What  I  mean  is  this :  You  are  saying  that  you 
might  sell  power  to  them,  but  you  haven't  any  contract  tied  up  with 
them  at  all,  have  you? 

Mr.  Wheeler.  Well,  Senator,  I  think  you  will  appreciate  the 
difficulty  of  making  a  contract  prior  to  my  getting  a  permit.  I  have 
nothing  whatever  to  base  a  contract  on. 
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Senator  Wheeler.  But,  on  the  other  hand,  if  you  got  a  permit 
you  might  not  get  a  contract;  isn't  that  true? 

Mr.  Wheeler.  Well,  I  have  a  great  many  concerns  that  have 
negotiated  with  me  in  this  matter. 

Senator  Wheeler.  What  I  am  trying  to  get  at  is  this.  You  have 
no  definite  contract  for  the  marketing  of  your  power,  have  you? 

Mr.  Wheeler.  Well,  I  have  definite  assurance  that  these  concerns 
will  take  the  matter  right  up  and  make  a  contract  as  soon  as  I  get 
a  permit. 

Senator  Wheeler.  But  the  question  is  this,  Mr.  Wheeler.  In  the 
first  place,  what  backing  have  you  got,  what  assurance  have  you 
got,  ii  vou  were  given  a  license,  that  vou  could  go  ahead  and  develop 
it?        " 

Mr.  Wheeler.  Rollins  &  Sons,  New  York,  have  offered  to  finance 
the  project. 

Senator  Wheeler.  Under  what  circumstances  and  conditions  do 
they  say  they  will  finance  it? 

iVIr.  \Yheeler.  When  it  appears  that  the  project  will  stand  up 
on  its  own  feet — when  I  get  a  permit. 

Senator  Walcott.  What  average  price  would  you  consider  to 
insure  financing  it? 

Mr.  Wheeler.  $15  per  horsepower  per  annum. 

Senator  Wheeler.  ATHiat  you  are  trying  to  do  is  this:  You  want 
to  get  a  license,  or  permit,  and  then  promote  it,  isn't  that  correct? 

Mr.  Wheeler.  No.  I  don't  have  to  promote  it. 

Senator  Wheeler.  Have  you  got  the  money  to  build  it  yourself  ? 

Mr.  Wheeler.  The  whole  thing  myself? 

Senator  Wheeler.  Yes. 

Mr.  Wheeler.  Do  you  want  me  to  bring  in  a  certified  check 
showing  that  I  have  the  backing  of  Rollins  &  Sons,  who  have 
$150,000,000? 

Senator  Wpieeler.  You  say  you  have  the  backing,  but  it  is  condi- 
tional, isn't  it? 

Mr.  Wheeler.  It  must  be  until  I  have  a  permit  on  which  to  base 
a  contract. 

Senator  Wheeler.  Now,  let  me  call  your  attention  to  a  letter  I 
received  from  Secretary  Wilbur  under  date  of  March  12,  1930 
[reading]  : 

In  response  to  your  request  when  I  appeared  before  the  Senate  Interstate 
Commerce  Committee  on  March  5,  I  desire  to  assure  you  that  the  larger  the 
development  of  the  Flathead  power  site  under  the  figures  contained  in  the 
Army  engineers'  report  the  lower  will  be  the  estimated  generating  costs  of 
current  per  kilowatt-hour,  not  only  before  rental,  but  also  including  rental. 

Now,  do  you  dispute  that  ? 

Mr.  Wheeler.  On  site  No.  1. 

Senator  Wheeler.  He  doesn't  say  on  site  No.  1. 

Mr.  Wheeler.  I  absolutely  dispute  it  if  he  applies  it  to  all  the 
sites.  If  he  applies  it  to  site  No.  1  and  covers  the  entire  installation 
it  is  all  right,  but  if  it  is  part  installation  then  it  isn't  all  right. 

Senator  Wheeler  (continuing  reading)  : 

I  inclose  two  tables  which  set  out  respectively  the  approximate  rentajs 
and  costs  of  current  for  the  period  before  the  fifth  calendar  year  and  for 
the  period  from  the  fifth  year  to  the  twentieth  year  when  the  rentals  are  subject 
to    revaluation.     These    tables    show    the    total    rentals,    the    increasing    rates 
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per  horse  power  and  the  decreasing  estimated  costs  of  current  per  kilowatt- 
hour. 

From  these  tables,  it  is  easy  to  observe  the  basis  for  the  Army  engineers' 
statement  that  a  schedule  was  recommended  '*  which  would  encourage  the 
power  company  to  generate  as  much  power  as  could  be  sold  and  thus  insure 
the  maximum  return  to  the  Indian  Bureau."  You  will  realize  also  tliat  wheoi 
the  full  installation  has  been  made  which  both  of  the  applicants  have  specified 
(viz.  150.000  H.  P.)  it  will  not  be  possible  for  eitlier  of  them  to  obtain  tUe 
needed  current  for  their  growth  at  as  low  a  cost  as  1  mill  per  kilowatt-hour 
through  development  elsewhere. 

Do  you  agree  with  that  statement  ? 

Mr.  Wheeler.  I  don't  think  you  can  obtain  current  anywhere  else 
for  one  mill :  no. 

Senator  Wheeler  (continuing  reading)  : 

I  also  have  your  letter  of  the  6th  with  inclosures  from  Mr.  Walter  H. 
Wheeler  addressed  to  you  and  Senator  Walsh,  which  I  have  noted  and  return 
herewith.  Mr.  Wheeler's  figures  do  not  readily  convey  tlie  whole  story  of  the 
Army  engineers'  recommended  basis  for  Flathead  Indian  rentals. 

As  you  are  aware,  the  tw^o  propositions  before  the  commission  are  entirely 
different  and  not  directly  comparable.  One  is  an  application  for  a  license  for 
and  the  prompt  construction  of  the  Flathead  Lake  storage  and  the  upper  power 
site  at  the  foot  of  Flathead  Lake.  The  other  is  for  a  preliminary  permit 
granting  the  permittee  the  right  to  investigate  during  a  period  of  three  years 
the  possibilities  of  the  Flathead  Lake  storage,  the  upper  power  site  at  the 
foot  of  Flathead  Lake,  and  the  four  power  sites  on  the  Flathead  River, 
with  the  option  of  applying  for  a  license  prior  to  the  expiration  of  the  i>ermit, 
but  with  no  obligation  to  apply  for  such  license.  The  figures  submitted  by 
the  Chief  of  Engineers,  United  States  Army,  show  what  he  considers  should  be 
paid  to  the  Indian  Bureau  for  its  interest  in  the  Flathead  Lake  storage  and 
the  power  site  at  the  foot  of  Flathead  River,  nor  can  they  be  extended  to  apply 
to  those  sites. 

Now,  you  have  been  all  the  time  using  the  Army  engineers'  figures 
and  report  as  if  it  applied  to  these  four  sites. 

Mr.  Wheeler.  It  says  they  do,  in  this  letter  of  the  Secretary  to  me. 

Senator  Wheeler.  But  the  Secretary  in  his  letter  to  me  says  they 
do  not  apply.  So,  if  they  do  not  apply,  your  statements  as  to  the 
cost  would  be  erroneous,  would  they  not  ? 

Mr.  Wheeler.  Are  they  going  to  tie  up  the  whole  five  sites  so  that 
no  one  can  develop  the  other  four  sites  ? 

The  Chairman.  Senator  Wheeler  made  the  statement  a  little  while 
ago  that  they  wouldn't  do  that.  You  made  the  statement  that  the 
Power  Commission  couldn't  possibly  do  anything  of  that  kind,  that 
it  wouldn't  be  fair  to  the  Indians  or  anybody  else. 

Senator  Wheeler.  I  think  the  chainiian  misunderstood  me.  I  said 
they  couldn't  possibly  go  ahead  and  extend  the  time  of  the  license 
and  keep  extending  it  for  $1,000  a  month,  as  Mr.  Wheeler  said. 
[Continuing  reading:] 

Neither  of  the  applicants  has  the  information  on  the  physical  conditions  exist- 
ing at  the  four  lower  sites  to  enable  him  to  make  even  general  estimates  of  the 
cost  of  development ;  nor  is  such  information  in  possession  of  the  Government. 

Mr.  Wheeler.  That  is  not  true.     We  have  the  information  on  the 
other  four  sites,  and  w^e  stated  so  at  the  hearing. 
Senator  Wheeler  (continuing  reading)  : 

Under  these  circumstances,  you  will  appreciate,  I  think,  that  it  is  impossible 
at  this  time  to  fix  upon  a  rental  for  the  four  lower  sites  with  any  d^rree  of 
fairness  to  the  Indians. 

Mr.  Wheeler  bases  the  rental  which  he  would  pay  for  site  No.  1  on  an  esti- 
mated average  output  of  105,000  horsei>ower,  and  that  which  the  Kocky  Moun- 
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tain  Power  Co.  would  pay  on  71,000  horsepower  after  the  fifth  year  of 
operation.  Obviously,  the  potential  power  of  the  site  is  the  same  in  either 
case ;  the  differences  merely  result  from  the  judgment  of  the  two  applicants, 
and  would  not  be  realized  in  practice.  The  estimate  of  the  engineers  of  the 
War  Department  assumes  an  average  output  of  95,000  horsepower,  which  seems 
more  reasonable  than  estimated  by  either  of  the  applicants. 

Mr.  Wheeler.  That  isn't  true,  either,  Senator.  I  would  like  to 
dispute  that  statement. 

Senator  Whejler.  That  was  what  I  tried  to  ask  you  a  while  ago. 
It  seems  to  me  if  you  both  built  the  same  kind  of  power  site  that 
you  would  automatically  generate  the  same  amount  of  power. 

Mr.  Wheeler.  No,  sir;  we  might  install  the  same  size  installa- 
tion— 150,000  installation — but  they  would  have  a  public-utility  load 
with  a  70  per  cent  factor,  and  we  wOuld  have  industries  with  a  100 
per  cent  load  factor,  and  the  amount  of  power  generated  would  be 
much  greater. 

Senator  Wheeler.  You  and  Secretary  Wilbur  have  misunderstood 
each  other. 

Mr.  Wheeler.  I  think  he  has  misstated  himself  there. 

Senator  Wheeler.  In  closing  this  letter  Secretary  Wilbur  says, 
"  For  Senator  Walsh's  information,  I  am  also  sending  him  a  copy 
of  this  letter." 

Mr.  Wheeler.  I  would  like  to  point  out  that  the  figures  of  the 
War  Department  on  the  amount  that  can  be  generated  would  come 
much  closer  to  our  figures  than  they  do  at  68,000  horsepower  for  the 
Rocky  Mountain  Power  Co. 

Senator  Wheeler.  What  you  are  asking  for  is  a  preliminary 
permit  ? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  If  you  were  granted  a  preliminary  permit,  how 
long  would  you  want  it  for  ? 

Mr.  Wheeler.  Three  years. 

Senator  Wheeler.  You  want  a  preliminary  permit  to  tie  this 
power  site  up  for  a  period  of  three  years :  then,  if  at  the  end  of  three 
years  you  were  not  able  to  go  ahead  and  finance  it  and  sell  the  power 
you  would,  of  course,  have  to  give  up  the  power  site,  wouldn't  you? 

Mr.  Wheeler.  My  application  is  for  a  permit  covering  the  five 
sites  for  three  years — ^the  five  sites. 

Senator  Wheeler.  It  doesn't  make  any  difference  if  it  is  for  the 
five  sites.  The  fact  remains  that  what  you  are  asking  for  is  a  permit, 
and  you  want  the  permit  for  a  period  of  three  years. 

Mr.  Wheeler.  We  are  asking  for  a  permit  for  three  years. 

Senator  Wheeler.  And  you  would  tie  it  up  for  three  years,  and 
at  the  end  of  three  years  if  you  were  not  able  to  go  ahead  with  the 
development  of  the  five  sites,  then  it  would  be  turned  back  to  the 
Government,  would  it  not? 

Mr.  Wheeler.  We  would  have  to  have  a  preliminary  permit  in 
order  to  do  the  work  necessary  to  apply  for  a  license.  We  are  ready 
to  begin  the  preliminary  work  to-morrow. 

Senator  Wheei.er.  How  long  would  that  take  you? 

Mr.  Wheeler.  On  the  first  site  I  don't  think  it  would  take  us 
more  than  six  or  eight  months. 

Senator  Wheeler.  Would  you  be  willing  to  take  a  license  on  the 
first  site  instead  of  a  permit? 
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Mr.  Wheeler.  We  are  not  in  position  at  the  present  time  to  apply 
for  a  license,  although  I  would  have  to  discuss  that  question  with 
the  financial  people  and  my  attorney.  I  couldn't  answer  that  ques- 
tion offhand. 

Senator  Wheeler.  Frankly,  I  can  appreciate  the  Indian  Bureau's 
position,  where  one  applicant  is  applying  for  a  license  to  go  ahead 
and  develop  it  immediately,  and  the  other  is  applying  merely  for  a 
preliminary  permit  to  tie  it  up  for  three  years.  I  think  it  is  very 
important,  myself,  for  you  if  you  were  ready  to  apply  for  a  license 
and  go  ahead  and  develop  it  immediately,  or  within  the  next  few 
months,  to  so  state  to  the  Indian  Bureau.  But  if  you  can  not  do  that 
I  can  readily  understand  why  the  Indian  Bureau  should  hesitate 
about  giving  you  three  years  time  in  which  to  exploit  this  power  site, 
to  go  out  and  promote  it,  and  then  at  the  end  of  three  years'  time 
you  might  fall  down  on  it  and  not  be  able  to  go  ahead  with  it. 

Mr.  Wheeler.  Here  is  Mr.  Bonner's  letter  to  me  of  August  22, 
1929.     In  the  last  paragraph  he  says : 

Under  these  circumstances  it  seems  necessary  to  recommend  to  the  commis- 
sion that  a  preliminary  permit  be  issued  to  the  Rocl^y  Mountain  Power  Co. 

He  did  not  say  a  word  about  a  license.  There  hasn't  been  a  recom- 
mendation of  Mr.  Bonner  that  a  license  be  issued  to  the  Montana 
Power  Co.     He  is  only  talking  about  a  preliminary  permit. 

Senator  Wheeler.  I  was  calling  your  attention  to  the  letter  of  the 
Secretary  of  the  Interior  in  which  he  says  that  one  of  them  is  an 
application  for  a  license,  and  that  yours  is  an  application  for  a 
preliminary  permit. 

Mr.  Wheeler.  But  in  this  letter  Mr.  Bonner  says  that  he  is  going 
to  recommend  a  preliminary  permit. 

Senator  Wheeler.  You  are  only  quibbling  over  it. 

Mr.  Wheeler.  I  don't  think  I  am. 

Senator  Wheeler.  Are  you  going  to  take  the  word  of  the  Secretary 
uf  the  Interior  when  he  writes  a  letter  to  me  stating  that  one  is  an 
application  for  a  license  and  the  other  an  application  for  a  prelimi- 
nary permit,  or  are  you  going  to  take  a  statement  given  out  by  Mr. 
Bonner  ? 

Mr.  Wheeler.  They  have  two  applications  there,  one  for  a  pre- 
liminary permit  and  the  other  for  a  license.  Now,  according  to  what 
Mr.  Bonner  says  his  recommendation  is  going  to  be  for  a  preliminary 
permit. 

Mr.  Scattergood.  Was  that  before  the  hearing? 

Senator  Wheeler.  Before  the  hearing,  and  a  lot  of  water  has  gone 
over  the  dam  since  that  time. 

Mr.  Wheeler.  This  letter  is  dated  March  12,  1930,  in  which  he  says 
one  is  asking  for  a  license  and  the  other  a  preliminary  permit. 

Senator  Wheeler.  Exactly.  Are  you  prepared  to  go  ahead  and 
ask  for  a  license  on  site  No.  1  ? 

Mr.  Wheeler.  Well,  as  I  say,  I  would  have  to  discuss  that  matter 
with  our  financial  people  and  with  out  attorney. 

Senator  Wheeler.  It  seems  to  me  that  that  is  an  extremely  im- 
portant thing. 

The  Chairman.  As  I  understand  it,  this  application  for  a  license 
on  site  No.  1  has  only  been  made  comparatively  recently.     I  would 
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like  to  ask  Mr.  Scattergood  if  he  knows  when  that  application  for  a 
license  was  made. 

Mr.  Scattergood.  I  don't  know  whether  it  was  at  the  hearing,  but 
it  evidently  was  at  the  hearing,  and  it  revealed  that,  so  far  as  that 
company  was  concerned,  it  was  prepared  to  proceed  with  immediate 
construction  if  a  license  were  granted. 

Mr.  Wheeler.  Let  me  finish  my  answer  to  Senator  Wheeler  first. 
Now.  the  law  says,  Senator,  that  the  decision  of  the  commission  shall 
be  based  upon  this,  not  upon  the  question  of  whether  one  is  apply- 
ing for  a  license  and  one  for  a  permit,  but  that  the  commission  is  em- 
powered "to  give  preference  to  the  applicant  the  plans  of  which  it 
finds  and  determines  are  best  adapted  to  develop,  conserve,  and 
utilize  in  the  public  interest  the  navigation  and  water  resources  of 
the  region,  if  it  be  satisfied  as  to  the  ability  of  the  applicant  to  carry 
out  such  plans." 

Now,  it  is  a  question  of  which  is  the  better  for  the  public  interest, 
to  have  the  whole  thing  developed,  or  to  have  one  site  developed. 

Senator  Wheeler.  It  is  a  case  where  one  applicant  just  wants  to 
promote  the  thing,  and  if,  at  the  end  of  three  years  he  can't  go  ahead, 
to  turn  it  back  to  the  Government ;  while  the  other  applicant  is  able 
to  go  ahead  immediately. 

Mr.  Wheeler.  Secretary  Wilbur  stated  to  me  that  there  hadn't 
been  any  question  raised  about  my  ability  to  finance  it.  I  told  him  if 
there  was  any  question  raised  I  wanted  to  know  about  it.  Mr. 
Scattergood  raised  this  question  about  the  Electric  Bond  &  Share 
Co.  I  wrote  the  E.  H.  Kollins  &  Son  Co.  and  they  sent  me  a  tele- 
gram which  I  filed  with  Mr.  Scattergood  and  which  answered  the 
question. 

Senator  Wheeler.  If  you  could  go  ahead  and  develop  it,  bring 
in  new  industries  that  I  think  you  can  bring  in  there,  it  would  place 
you  in  a  far  more  favorable  position  than  you  are  in  now  in  apply- 
ing only  for  a  preliminary  permit.  I  would  like  to  see  it  developed 
by  the  Government,  but  that  doesn't  seem  possible  now.  I  am  in- 
terested in  protecting  the  interests  of  the  Indians  out  there  and  don't 
want  to  see  it  turned  over  to  some  power  company  to  exploit  or  pro- 
mote and  then  at  the  end  of  three  years  fall  down  and  turn  it  back 
to  the  Government. 

Mr.  Wheeler.  The  Montana  Power  Co.  has  enough  power  sites 
undeveloped  now  to  last  them  for  20  years,  and  they  don't  need  it. 
Their  own  witnesses  testified  that  it  wasn't  economical  for  them  to 
develop  those  sites,  and  Mr.  Merrill  testified  that  it  was  customary 
to  let  them  develop  all  the  sites  they  had  on  one  river  before  they 
allow  them  to  go  ahead  on  another. 

Senator  Wheeler.  Is  that  any  reason  why  they  should  have  to 
give  a  permit  for  three  years  with  the  idea  that  during  that  three 
years  you  are  just  going  out  to  try  to  promote  it,  and  then  at  the 
end  of  the  three  years,  without  industries,  not  be  able  to  promote  it 
at  all? 

Mr.  Wheeler.  We  have  industries  now. 

Senator  Wheeler.  What  industries  have  you? 

Mr.  Wheeler.  Mathieson  Alkali  Co.,  New  York. 
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Senator  Wheeler.  You  don't  know  that  you  can  get  them  even 
if  you  had  a  permit  ? 

Mr.  Wheeler.  If  I  can  get  a  permit  I  can. 

Senator  Wheeler.  They  would  have  to  figure  out  as  to  whether 
or  not  you  will  give  them  terms  they  could  accept  ? 

Mr.  Wheeler.  We  have  discussed  the  terms  already,  and  they 
have  told  me  the  terms  were  satisfactory. 

Senator  Wheeler.  Suppose  you  were  given  a  permit  for  three 
years'  time,  and  suppose  Mr.  Mathieson  or  somebody  else  said,  "  We 
have  changed  our  minds  about  it,  and  we  are  going  to  get  the  power 
some  place  else  " ;  these  Indians  would  be  out.  They  would  have 
their  property  tied  up  three  years  and  at  the  end  of  three  years 
their  property  Avould  be  turned  back  to  them. 

Mr.  Wheeler.  Their  property  is  growing  more  valuable  every 
year. 

In  the  last  discussion  I  had  with  Mr.  Allen,  president  of  the  com- 
pany, just  before  he  went  away — he  w^ent  away  the  1st  of  February 
and'  I  haven't  seen  him  since — in  the  last  discusssion  I  had  with 
him  he  told  me,  "  We  have  completed  all  our  investigation ;  we 
know  exactly  what  we  want  to  do.  We  will  invest  $3.50  or  $4  in  our 
chemical  plant  for  each  dollar  put  into  the  power  plant."  That 
would  make  an  investment  of  from  $25,000,000  to  $30,000,000  in  the 
chemical  plant. 

Senator  Wheeler.  I  would  certainly  like  to  see  some  new  indus- 
tries brought  into  Montana  and  I  would  like  to  see  some  new  devel- 
opment, but  I  am  unwilling  and  w^ill  protest  against  any  permit 
being  given  to  you  for  a  period  of  three  years  so  that  you  can  go 
out  and  promote  it  during  that  time'. 

Mr.  Wheeler.  Unless  it  specifies  the  time? 

Senator  Wheeler.  It  doesn't  make  any  difference  whether  it 
specifies  the  time.  It  is  a  practical  proposition,  and  it  is  my  duty 
to  protect  the  interests  of  those  people  out  there.  I  don't  want  to 
see  their  property  tied  up  for  three  years  while  somebody  is  trying 
to  promote  it,  then  at  the  end  of  three  years  find  that  the  Indians  are 
down  and  out  on  the  proposition. 

Mr.  W^HEELER.  All  right. 

Senator  Wheeler.  If  you  can  go  ahead  with  a  license  I  think  it 
would  put  you  in  an  entirely  different  position  than  the  position 
you  are  in  now. 

Mr.  Wheeler.  If  that  is  the  case  I  would  like  an  opportunity  to 
prepare  a  statement  along  that  line.  I  didn't  know  that  anything 
of  this  kind  would  come  up  this  morning. 

Senator  Wheei.er.  Why  didn't  you  know?  You  are  asking  for  a 
hearing  here. 

Mr.  Wheeler.  I  didn't  ask  for  the  hearing. 

Senator  Wheeler.  I  understand  you  did. 

Mr.  Wheeler.  No  ;  I  didn't  ask  for  the  hearing. 

Senator  Wheeler.  I  understood  that  you  asked  for  the  hearing. 
You  have  come  in  here  with  a  long  statement  setting  forth  the  whole 
controversy.  I  want  to  know  for  the  benefit  of  myself  and  for  the 
benefit  of  the  committee,  as  to  whether  or  not  you  are  able  to  go 
ahead  and  develop  it. 

Mr.  Wheeler.  What  kind  of  evidence  do  you  expect? 
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Senator  Wheeler.  Well,  frankly,  I  expect  something  more  than 
you  have  given  me,  Mr.  Wheeler. 

Mr.  Wheeler.  Well,  I  have  the  correspondence  with  these 
concerns. 

Senator  Wheeler.  As  a  business  man  of  long  experience  you 
know  that  you  can  have  letters  from  people  saying,  "I  am  inter- 
ested in  the  project,"  and  that  means  one  thing;  but  w^hether  they 
will  come  in  and  back  it  up  is  another  thing. 

Mr.  Wheeler.  As  business  •men,  they  have  spent  their  money  and 
time  backing  the  thing  up. 

Senator  Wheeler.  Why  didn't  they  give  you  some  evidence 

Mr.  Wheeler  (interrupting).  There's  a  statement  from  Mathie- 
son  Alkali  Works  saying  that  they  are  ready  to  go  ahead  imme- 
diately [exhibiting  correspondence]. 

Senator  Wheeler.  Why  didn't  they  simply  say,  "  If  you  get  a 
license  we  agree  to  go  ahead  immediately  and  do  the  work  "  ? 

Mr.  Wheeler.  All  right,  as  a  business  man,  I  know,  and  you  know, 
that  nobody  will  make  a  contract  with  me  until  I  have  a  definite 
permit  which  sets  out  the  terms  on  which  this  permit  is  to  be  given. 

Senator  Wheeler.  I  don't  see  how  you  can  expect  to  be  given  a 
three  years'  permit,  under  these  circumstances.  That  is  my  judg- 
ment. There  is  nobody  in  Montana  that  would  like  to  see  new  indus- 
tries, new  development,  come  in  out  there  more  than  I  do,  because  it 
would  not  only  mean  much  to  the  Indians 

Mr.  Wheeler  (interrupting).  I  would  like  to  submit  some  of  my 
letters.  There  are  some  I  haven't  got  here,  but  I  assume  this  hear- 
ing will  go  on  to-morrow.  I  woulcl  like  to  have  an  opportunity  to 
submit  those  letters  to  the  committee. 

Senator  Walcott.  There  are  so  many  loose  joints  in  this  situation. 
The  question  of  financing  the  project  is  here.  The  returns  on  the 
money  after  you  deduct  the  cost  of  operation  are  almost  negligible. 
There  are  within  500  miles  of  this  site  undeveloped  power  amount- 
ing to  400,000  or  500,000  horsepower.  There  are  enormous  diffi- 
culties to  be  encountered.  These  people  that  have  been  bidding  on 
this  have  been  out  there  a  long  time,  I  presume,  and  have  developed 
definitely  what  the  market  will  take.  As  the  witness  states,  they 
have  a  great  deal,  probably  200,000  or  300,000  horsepower  that  they 
own  but  for  which  there  is  no  present  market  for.  I  think  it  is  very 
difficult  to  develop  a  market  for  power  in  an  unexplored  and  unex- 
ploited  territory  like  this  section  in  Montana.  Yet  it  is  our  business 
to  see  that  the  best  deal  can  be  obtained,  and  that  legitimate  competi- 
tion can  be  raised  against  any  bidder,  whatever  his  name  is,  whether 
a  little  or  a  big  company.  The  witness  can  at  the  next  hearing  bring 
in  such  evidence  as  he  has  of  his  ability  to  finance  this  proposition. 

Senator  Wheeler.  I  would  be  very  glad  to  have  him. 

Senator  Walcott.  There  are  so  many  loose  joints.  I  can  ask  ques- 
tions he  can't  answer,  and  I  would  rather  encourage  him  than  dis- 
courage him.     It  is  a  constructive  thing. 

Senator  Wheeler.  Of  course,  the  Montana  Power  Co.,  or  the 
Rocky  Mountain  Power  Co.,  if  they  build  it,  will  just  put  a  power 
plant  there  on  the  Indian  reservation.  If  Mr.  Wheeler  can  develop 
it  and  bring  in  new  industries,  which  he  thinks  he  can 

Senator  Walcott  (interposing).  It  would  be  welcome. 
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Senator  Wheeler.  It  would  be  extremely  welcome,  not  only  to  the 
Indians,  but  to  the  white  people.  It  would  increase  the  value  of  the 
Indian  land  and  increase  the  population  and  make  a  market  for 
them.     Of  course,  I  want  to  see  the  Indians  benefit  from  it. 

The  Chairman.  The  3-year  period  isn't  the  only  period  that  a 
permit  could  be  issued  for.  It  may  be  for  a  shorter  time,  as  I  under- 
stand it. 

Senator  Wheeler.  Yes;  I  understand  it  could  be  issued  for  a 
shorter  period.  If  Mr.  Wheeler  would  put  himself  in  position  where 
he  could  ask  for  a  license  on  one  power  site,  and  asked  for  further 
time,  or  for  a  permit  on  the  others,  it  would  put  him  in  a  mucih 
better,  position. 

Mr.  WHEELEb.  I  would  like  to  point  out.  Senator,  that  the  Mon- 
tana Power  Co.'s  application  has  been  pending  10  years. 

Senator  Wheeler.  It  isn't  their  fault  that  it  hasn't  been  granted 
them. 

Mr.  Wheeler.  They  didn't  show  any  activity  until  I  came  into  the 
picture. 

Senator  Wheeler.  I  think  you  are  entirely  wrong  about  that. 

Mr.  Wheeler.  I  think  the  records  of  the  case  will  show  that. 

The  Chairman.  Do  you  happen  to  know,  Mr.  Wheeler,  whether 
or  not  the  application  of  the  Montana  Power  Co.  for  a  license  was 
made  prior  to  your  coming  into  the  picture? 

Mr.  Wheeler.  They  didn't  apply  for  a  license  on  site  No.  1  until 
I  filed  my  application  for  a  permit. 

Senator  Wheeler.  Mr.  Scattergood  said  they  have  had  an  applica- 
tion up  there  since  1920. 

Mr.  Wheeler.  That  was  for  a  preliminary  permit. 

Senator  Wheeler.  Yes ;  and  that  is  all  you  are  asking  for. 

Mr.  Wheeler.  But  their  application  for  a  license,  that  Senator 
Frazier  just  asked  about,  was  not  filed  until  several,  months  after  I 
filed  my  application  for  a  permit — when  they  saw  they  were  going 
to  have  competition. 

Senator  Wheeler.  Prior  to  that  they  had  asked  for  a  preliminary 
permit  for  the  purpose  of  developing  their  application. 

The  Chairman.  That  was  10  years  ago. 

Senator  Wheeler.  Yes. 

The  Chairman.  Mr.  Wheeler,  you  stated  that  on  December  17, 
1929,  you  called  on  Mr.  Scattergood  and  told  him  that  the  suggestion 
had  been  made  to  you  that  you  make  a  deal  with  the  Montana  Power 
Co.  Who  first  made  the  suggestion  to  you  that  you  make  a  deal  with 
the  Montana  Power  Co.? 

Mr.  Wheeler.  That  was  made  to  me  by  representatives  of  the 
banking  house,  who  came  up  to  Minneapolis"  shortly  after  I  returned 
from  the  hearing. 

Senator  Wheeler.  What  is  the  name  of  the  banking  house? 

Mr.  Wheeijer.  I  prefer  not  to  give  that. 

Senator  Wheeler.  I  think  if  you  volunteer  testimony  of  that  kind 
we  ought  to  have  all  the  facts  on  it. 

Senator  Walcott.  You  are  making  a  charge  against  Mr.  Scatter- 
good. 

Mr.  Wheeler.  I  simply  told  Mr.  Scattergood  that  it  had  been 
suggested  to  me  that  I  do  that. 
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Senator  Walcott.  You  made  a  definite  charge  against  him  in 
your  report? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Walcott.  I  think  you  ought  to  prove  it. 

Mr.  Wheeler.  This  has  nothing  to  do  with  that  particular  charge. 

Senator  Wheeler.  You  told  him  that  you  had  been  approached 
by  somebody? 

Mr.  Wheeler.  Yes. 

Senator  Wheeler.  The  inference  was  that  you  had  been  ap- 
proached by  some  representative  of  the  Montana  Power  Co.  Now 
you  say  that  representatives  of  some  banking  house  came  up  to  Min- 
nesota and  approached  you.  It  may  have  been  some  one  that  was 
entirely  not  responsible,  that  had  no  connection  with  the  Montana 
Power  Co.  or  anybody  else. 

Mr.  Wheeler.  I  didn't  infer  that  they  had  any  connection  with 
the  Montana  Power  Co. 

Senator  Wheeler.  No  one  can  read  your  statement  but  what  it 
would  be  inferred  therefrom  that  you  had  been  approached  by  rep- 
resentatives of  the  Montana  Power  Co.  to  sell  out  to  the  Montana 
Power  Co.  I  would  assume  immediately  that  you  had  been  ap- 
proached by  somebody  representing  the  Montana  Power  Co.,  not  by 
some  harum-scarum  on  the  street  who  hadn't  any  connection  with 
them  at  all. 

Mr.  Wheeler.  Well,  if  it  is  necessary,  Mr.  Chairman,  I  will  give 
the  name,  but  I  prefer  not  to  do  it. 

Senator  Wheeler.  Your  report  leaves  a  definite  insinuation  against 
Mr.  Scattergood.  Now  you  say  the  suggestion  was  made  to  you 
by  some  banking  house. 

Mr.  Wheeler.  The  report  says  that. 

Senator  A^^HEELER.  You  didn't  say  that  in  your  statement. 

The  Chairman.  Have  you  a  copy  of  the  statement  that  you  gave 
out  to  the  press  about  the  10th  of  March  ? 

^Ir.  Wheeler.  Yes;  I  think  I  have. 

The  Chairman.  I  think  we  should  have  a  copy  for  the  record. 

Mr.  Wheeler.  I  will  see  that  you  get  it.  Senator. 

Senator  Wheeler.  You  didn't  think  there  was  anything  venal 
about  the  statement  that  Mr.  Scattergood  made  to  you  ? 

Mr.  Wheeler.  I  thought  Mr.  Scattergood  was  trying  to it 

a  business  man's  compromise  to  get  this  thing  settled  without  con- 
troversy. 

Senator  Wheeler.  You  didn't  think  he  was  doing  it  at  all  in  the 
interest  of  the  Montana  Power  Co.,  did  you? 

Mr.  Wheeler.  I  didn't  think  the  Montana  Power  Co.  was  repre- 
sented by  Mr.  Scattergood,  if  that  is  what  you  mean. 

Senator  Wheeler.  Did  you  think  they  were  trying  to  influence  him 
to  try  to  get  him  to  do  that  ? 

Mr.  Wheeler.  I  can't  say.  I  thought  it  was  very  strange  he  should 
take  that  position:  in  fact,  I  thought  he  should  be  rather  hesitant 
and  feel  that  it  was,  to  say  the  least,  an  unethical  proposition. 

Senator  Wheeler.  You  thought  he  was  unethical? 

Mr.  Wheeler.  Yes. 

Senator  Wheeler.  Did  you  tell  him  who  told  you  ? 

Mr.  Wheeler.  No. 
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Senator  Wheeler.  How  would  he  know  it  was  unethical  if  you  did 
not  give  him  the  impression  that  it  was  the  Montana  Power  Co.  ? 

Mr.  Wheeler.  I  was  amazed  that  he  should  think  that  it  would 
be  a  good  thing  for  me  to  do. 

Senator  Wheeler.  What  you  were  trying  to  do  was  to  give  him 
the  impression  that  representatives  of  the  Montana  Power  Co.  came 
to  you  to  make  a  deal  to  sell  out? 

Mr.  Wheeler.  No;  I  didn't  tell  him  it  was  representatives  of  the 
Montana  Power  Co.;  I  told  him  they  were  representatives  of  the 
banking  interests. 

Senator  Wheeler.  Did  you  say  "  banking  interests  "  ? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  You  don't  say  that  in  your  statement  here. 

^Ir.  Wheeler.  Well,  I  answered  your  questions. 

The  Chairman.  You  say  in  your  statement: 

I  told  Mr.  Scattergood  that  the  suggestion  had  been  made  to  me  that  I  make 
some  deal  with  the  Montana  Power  Co.  to  give  them  control  of  the  power  sites. 

Senator  Wheeler.  Now,  what  other  inference  could  you  get  from 
that  other  than  that  representatives  of  the  Montana  Power  Co.  had 
come  to  you  with  that  suggestion? 

Mr.  Wheeler.  Well,  I  answered  that,  Senator,  w^ien  you  asked  me 
about  it,  that  it  was  not  from  the  Montana  Power  Co. 

Senator  Wheeler.  You  do  now,  but  that  wasn't  what  you  said  to 
the  assistant  commissioner.  I  ask  how  could  Assistant  Commissioner 
Scattergood  get  any  other  inference  from  that,  from  your  statement 
to  him,  as  you  make  it  in  this  report,  than  that  representatives  of 
the  Montana  Power  Co.  had  come  to  you  with  the  suggestion  that  you 
sell  out  to  them? 

Mr.  Wheeler.  Well,  these  people  are  tied  in  with  the  Electric 
Bond  &  Share  Co. 

Senator  Wheeler.  Did  you  tell  that  to  Mr.  Scattergood  ? 

Mr.  Wheeler.  I  think  I  did,  although  I  am  not  positive. 

Senator  Wheeler.  Now,  what  was  it  that  he  said  to  you  ? 

Mr.  Wheeler.  He  asked  me  whether  that  wouldn't  be  a  good  thing 
for  me  to  do. 

Senator  Wheeler.  Well,  was  there  anything  wrong,  do  you  think, 
about  his  suggesting  to  you  to  do  it?  He  wasn't  telling  you  to  do 
it,  or  asking  you  to  do  it  ? 

Mr.  Wheeler.  He  asked  me,  urged  me,  not  to  burn  my  bridges 
behind  me,  in  case  I  did  want  to  make  a  deal  with  them. 

Senator  Wheeler.  There  wasn't  anything  w^rong  about  Mr.  Scat- 
tergood making  that  suggestion  to  you,  was  there? 

Mr.  Wheeler.  It  was  very  surprising  to  me  that  he  would  take 
that  view  of  it ;  it  took  me  off  my  feet ;  1  will  admit  that. 

Senator  Wheeler.  In  other  words,  you  felt  it  was  wrong  for  him 
to  say,  "  Don't  burn  your  bridges  behind  you,"  or  something  like 
that? 

Mr.  Wheeler.  It  was  strange  that  Mr.  Scattergood  approached 
me  in  connection  with  the  making  of  any  such  deal,  if  we  combined 
that  would  end  the  competition  right  there. 

Senator  Wheeler.  And  you  thought  he  ought  to  be  sufficiently 
interested  in  the  competition  out  there  so  that  he  wouldn't  make  that 
suggestion  to  you? 
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Mr.  Wheeler.  Yes,  sir. 

The  Chairman.  Mr.  Scattergood  was  interested  in  getting  the  best 
possible  price  for  the  Indians  out  of  these  bids.  It  seems  to  me  it 
was  rather  strange  perhaps  of  him  to  take  that  attitude,  that  Mr. 
Wheeler  might  sell  out  to  the  power  company.  That  would,  of  course, 
end  the  competition  right  there. 

Senator  Wheeler.  Of  course,  the  competition  was  ended,  but  it 
also  should  be  borne  in  mind  that  both  of  these  competitors  were 
not  looking  particularly  after  the  interests  of  the  Indians  in  the 
matter:  they  were  both  trying  to  get  as  low  a  price  as  they  could 
for  themselves. 

The  Chairman.  Mr.  Scattergood,  do  you  wish  to  make  a  state- 
ment? 

Mr.  Scattergood.  Yes,  Mr.  Chairman. 

STATEMENT   OF  J.   HENRY   SCATTERGOOD,   ASSISTANT   COMMIS- 
SIONER, BUREAU  OF  INDIAN  AFFAIRS,  WASHINGTON,  D.  C. 

Mr.  Scattergood.  Mr.  Wheeler  stated  correctly  what  was  in  our 
conversation,  except  as  has  been  indicated  here.  He  did  not  state 
that  the  suggestion  came  through  his  mention  of  the  Montana  Power 
Co.  The  first  thing  I  asked  him  was  where  this  suggestion  came 
from.  He  said.  "  I  can't  tell  you."  I  said,  "  What  do  you  think 
it  is  ?  "  He  said,  "  I  am  sure  it  came  from  the  Montana  Power  Co. 
or  on  their  behalf."  I  said,  "  Why  wouldn't  it  be  a  good  think  to 
do  it?  Why  don't  you  become  their  chief  engineer,  then  let  them 
sell  the  power?  " 

The  whole  thing  was  an  offhand  joke  with  me.  I  didn't  recora- 
mend  anything  from  a  public  standpoint,  I  was  just  thinking  of  it 
from  Mr.  Wheeler's  individual  standpoint.  If  they  were  going  to 
take  him  in,  in  the  situation,  it  would  be  very  foolish,  from  my 
point  of  view,  if  he  didn't  have  a  chance  to  come  out  as  a  winner 
no  matter  what  happened.  I  have  been  on  the  bench  a  good  many 
times  where  applicants  have  come  before  us,  and  if  we  can  iron 
out  the  differences  and  make  them  work  together,  and  the  public 
interest  doesn't  suffer,  we  are  very  glad  indeed  to  make  everybody 
happy.  There  is  no  public  interest  going  to  suffer  here,  because 
we  hold  the  whip  hand.  But  I  don't  think  that  Mr.  Wheeler's  offer 
is  to  be  treated  any  more  seriously  than  any  other  offer  is. 

I  do  not  see  how  you  can  make  anything  venal  out  of  it,  to  sug- 
gest that  they  and  Mr.  Wheeler  get  together.  I  think  if  he  had 
the  slightest  sense  of  humor  in  the  thing  I  was  talking  about,  he 
would  see  it  in  the  right  proportion.  As  a  matter  of  fact,  there 
would  not  have  been  anything  wrong  if  I  had  been  desperately 
serious  and  had  tried  to  give  him  advice. 

This  site  is  worth  more  money  than  he  has  offered  for  it.  Even 
if  he  did  tie  it  up  with  the  Indians  it  doesn't  mean  that  that  should 
be  the  last  word  with  the  Indian  bureau  at  all.  The  Secretary  of 
the  Interior,  as  you  know,  has  the  ultimate  responsibility.  So  far 
as  I  am  concerned,  we  haven't  anything  more  to  say.  This  whole 
thing  is  entirely  in  the  hands  of  the  Secretary  of  the  Interior.  If 
this  committee  is  going  to  be  the  one  to  award  the  license,  it  is 
entirely  up  to  the  committee,  but  we  can  talk  for  days  about  the 
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points  Mr.  Wheeler  has  referred  to.  There  is  nothing  new  in  what 
he  has  said,  that  isn't  before  the  Power  Commission  to  be  considered. 
If  he  has  any  real  power  users  tied  up  with  him,  let  him  bring  them 
up  to  the  Secretary  of  the  Interior. 

We  have  no  inimical  feeling  toward  Mr.  Wheeler,  we  would  like 
to  have  him  go  through  with  it  as  something  more  than  a  mere 
paper  proposition.     That  is  all. 

The  Chairman.  There  are  some  other  points  we  will  have  to 
bring  out  in  the  hearing,  but  if  it  is  satisfactory^  to  the  other  members 
of  the  committee  I  think  we  had  better  adjourn  until  to-morrow 
morning  at  10  o'clock. 

(Whereupon,  at  1.50  o'clock  p.  m.,  the  subcommittee  adjourned 
until  10  o'clock  a.  m.,  Tuesday,  March  25,  1930.) 


SURVEY  OF  CONDITIONS  OF  THE  INDLVNS  IN  THE 
UNITED  STATES 


TUESDAY,  MARCH  25,  1930 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Indian  Affairs, 

Washington^  D.  C. 
The  subcommittee  met,  pursuant  to  adjournment,  at  10  o'clock 
a.  m.,  in  the  committee  room.  Senate  Office  Building. 

Present:  Senators  Frazier  (chairman).  Pine,  Walcott,  Wheeler, 
and  Thomas  of  Oklahoma. 

Present  also :  Charles  J.  Rhoads,  Commissioner  of  Indian  Affairs ; 
J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian  Affairs; 
John  Collier,  executive  secretary  American  Indian  Defense  Associa- 
tion; Benjamin  C.  Marsh,  executive  secretary  People's  Lobby;  and 
Daniel  R.  Forbes,  counsel  for  Walter  H.  Wheeler. 

FLATHEAD  POWER  SITES 

The  Chairman.  The  hearing  will  please  come  to  order.  Mr. 
Scattergood,  do  you  have  any  further  statement  you  want  to  make 
this  morning? 

Mr.  Scattergood.  No,  Mr.  Chairman,  I  have  nothing  further  to 
say,  unless  some  one  wants  to  ask  questions. 

Senator  Wheeler.  Well,  as  I  understand  it,  Mr.  Scattergood, 
when  Mr.  Wheeler  made  this  statement  to  you  there  was  no  thought 
in  your  mind  of  trying  to  have  him  sell  out  to  the  Montana 
Power  Co.? 

Mr.  Scattergood.  No,  I  said  it  jokingly.  "  If  they  really  are  ap- 
proaching you,"  I  said,  "  why  don't  you  become  their  chief  engineer 
and  build  the  plant  for  them  and  let  them  make  and  sell  electricity, 
and  then  everbody  would  be  happy."  Then  I  said,  "If  that  is  really 
so,  gracious  alive,  from  your  standpoint  why  burn  your  bridges 
behind  you?" 

Senator  Wheeler.  I  mean,  you  had  no  idea  of  trying  to  stop  bid- 
ders for  the  power  sites  ? 

Mr.  Scattergood.  No.  It  wouldn't  make  any  difference  if  they 
had  gotten  together,  because  we  would  have  them  meet  the  correct 
terms  and  would  see  to  it  that  the  interests  of  the  Indians  would  be 
fuljy  protected. 

Senator  Wheeler.  In  other  words,  what  the  commission  intends 
to  do,  as  I  understand  it,  is  to  fix  the  terms  of  the  permit  regardless 
of  either  bid  or  application  that  is  in  there  ? 

Mr.  Scattergood.  Exactly ;  as  I  said  yesterday. 
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Senator  Wheeler.  So  that  you  tried  to  figure  out  a  price  that  you 
thought  the  power  site  was  worth,  and  are  asking  that  that  be  put 
in  the  permit  regardless  of  which  applicant  gets  it  ? 

Mr.  ScATTERGOOD.  I  couldu't  in  good  conscience  recommend  to  the 
Secretary  of  the  Interior  or  the  Power  Commission  that,  so  far  as 
the  Indians  are  concerned,  either  of  the  bids  so  far  made  was  accept- 
able. Mr.  Wheeler  was  asked  whether  or  not  he  would  be  willing 
to  pay  more.  He  made  the  statement,  as  I  remember,  that  he  made 
at  the  hearings,  but  he  has  never  said  how  much  more  he  would  pay. 
So  we  have  never  had  a  real  answer  to  the  question  as  asked  him. 
He  stated,  "We  would  have  to  go  back  and  get  something  from  these 
financial  people,"  but  so  far  as  I  know  we  have  never  had  any  real 
answer  to  our  question. 

Senator  Wheeler.  Have  you  ever  had  any  proposition  from  Mr. 
Wheeler  for  anything  outside  of  a  preliminary  permit? 

Mr.  ScATTERGOOD.  Not  that  I  ever  heard  of. 

Senator  Wheeler.  Have  you  ever  had  any  suggestion  from  him 
that  he  would  accept  anything  less  than  a  3-year  preliminary 
permit  ? 

Mr.  ScATTERGOOD.  I  dou't  remember  his  having  discussed  the  ques- 
tion with  me.  I  think  he  asked  for  three  years  for  a  preliminary 
permit,  and  I  suppose  he  expects  to  get  it.  But  I  don't  think  there 
is  anything  binding  as  to  any  particular  number  of  years,  so  far  as 
the  commission's  action  is  concerned.  Gentlemen,  you  are  asking  me 
questions  now  that  really  apply  to  the  Federal  Power  Commission. 
I  am  not  a  member  of  the  Federal  Power  Commission.  All  the 
Indian  Office  is  interested  in  is  simply  to  see  that  whoever  is  granted 
the  license  the  Indians  will  get  what  this  site  is  worth  in  rental  to 
them.  Now^,  we,  as  I  said  over  and  over  again  in  the  hearings,  have 
never  taken  any  sides  as  between  these  two  parties.  In  the  report 
that  the  Indian  Office  made  to  the  Secretary  of  the  Interior  there 
was  no  expression  of  a  choice.  The  cold  facts  of  arithmetic  of  each 
applicant's  figures  were  set  forth  with  the  conclusions,  as  we  saw 
them,  but  no  choice  was  made  by  the  Indian  Office.  Manifestly,  we 
couldn't  make  a  choice. 

The  Chairman.  Did  you  make  a  written  recommendation  to  the 
Power  Commission  or  to  Secretary  Wilbur  ? 

Mr.  ScATTERGOOD.  I  made  a  report  to  the  Power  Commission  as 
the  result  of  studies  we  made  following  the  hearings. 

The  Chairman.  And  that  report  was  filed  with  the  Secretary  of 
the  Interior? 

Mr.  ScATTERGOOD.  Yes,  sir. 

Senator  Wheeler.  And  your  view  of  it — I  am  not  asking  it  from 
the  standpoint  of  the  Power  Commission — but  the  viewpoint  of  the 
Bureau  of  Indian  Affairs  was  that  neither  the  price  offered  by  Mr. 
Wheeler  nor  the  price  offered  by  the  Montana  Power  Co.  was  a 
sufficient  amount  for  the  power  sites? 

Mr.  ScATTERGOOD.  That  is  our  position.  I  might  add  that  so  far 
as  a  choice  between  the  two  parties  is  concerned,  we  have  no  facilities 
in  our  office  and  none  of  us  know  enough  about  it  to  base  an  intelli- 
gent judgment  upon  the  agricultural  and  chemical  questions  involved, 
the  plans  for  manufacturing  fertilizer,  or  the  costs  mentioned  by  Mr. 
Wheeler.    We  have  not  gone  into  that  subject  and  don't  know  enough 
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about  it  to  volunteer  any  opinion  to  the  Secretary  of  the  Interior. 
We  are  in  the  position  of  seeking  light  on  it  from  other  parties. 

Senator  Wheeler.  Your  only  function  is  to  try  to  protect  the 
interests  of  the  Indians? 

Mr.  ScATTERGooD.  That  is  it.  We  don't  have  anything  to  do  with 
the  determining  of  the  rental  charge  for  these  power  sites. 

Senator  Wheeler.  That  is  determined  by  the  Powder  Commission, 
but  the  Secretary  of  the  Interior  has  the  veto  on  it  if  it  isn't  satis- 
factory to  the  Indians. 

Mr.  ScATTERGOOD.  That  is  our  understanding  of  it. 

Senator  Wheeler.  Who  devised  this  system  of  figuring  rental 
charges  which  Mr.  Wheeler  claims  works  in  the  interests  of  the 
Montana  Power  Co.  and  interferes  with  the  complete  development 
of  the  project? 

Mr.  ScATTERGOOD.  Well,  of  course,  that  schedule,  I  think,  was  a 
schedule  that  was  suggested  by  the  Army  Engineers,  a  copy  of  which 
I  believe  the  Secretary  furnished  to  Mr.  Wheeler,  but  I  think  those 
conclusions  are  entirely  wrong. 

Senator  Wheeler.  You  think  those  conclusions  are  entirely  wrong? 

Mr.  ScATTERGOOD.  Yes ;  absolutely  wrong.  If  anybody  installs 
150,000  horsepower  at  that  rent  he  will  have  every  incentive  to  use 
it  to  the  fullest  possible  extent  beyond  the  fixed  charge  basis  of 
$125,000.  The  more  he  uses  the  less  it  costs  per  kilowatt-hour 
That  is  something  Mr.  Wheeler  overlooks. 

Senator  Wheeler.  Do  you  think  that  applies  to  the  Flathead 
project  ? 

Mr.  ScATTERGOOD.  It  applies  to  any  project  under  similar  circum- 
stances. 

Senator  Wheeler.  I  am  frank  to  state,  from  the  figures  submitted 
by  the  War  Department  it  w^ould  seem  to  me  as  a  layman  that  if 
they  develop  the  first  amount  of  horsepower  it  would  seem  to  retard 
further  development.  That  is  Mr.  Wheeler's  contention,  and  that 
is  the  way  it  seems  to  me  as  a  layman.  But  the  Secretary  of  the 
Interior,  when  he  was  before  the  Interstate  Commerce  Committee, 
when  I  questioned  him  with  reference  to  that,  took  the  opposite 
position,  and  I  understand  that  is  your  contention.  X-ow,  to  me, 
it  would  seem  that  Mr.  Wheeler  was  right  in  his  contention,  but, 
frankly,  I  can't  get  that  through  my  head. 

Mr.  ScATTERGOOD.  Well,  the  Army  Engineers'  basis  was  to  make 
a  fixed  charge  and  then  add  to  that  an  energy  charge,  at  the  cost 
of  1  mill  per  kilowatt-hour  for  all  development  above  the  figure 
which  they  fixed  at  420,000,000  kilowatt-hours  per  year  up  to  the 
fifth  year. 

The  Chairman.  Are  there  any  further  questions? 

Senator  Wheeler.  Mr  Wheeler  is  going  to  furnish  some  letters 
this  morning? 

The  Chairman.  Mr.  Wheeler  said  he  would  furnish  some  letters, 
as  I  recall  it. 

Mr.  Wheeler.  I  am  ready  to  put  these  letters  in  whenever  you 
want  them,  Mr.  Chairman.  I  though  Mr.  Collier  was  going  to 
testify  on  Indian  matters. 

Senator  Wheeler.  We  want  to  keep  this  thing  together,  then  we 
will  hear  Mr.  Collier  afterwards.     We  don't  want  to  jumble  it  up. 
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The  Chairman.  If  you  have  your  letters  ready  we  can  put  them 
in  the  record. 

Mr.  Wheeler.  Yes,  sir. 

STATEMENT  OF  WALTER  H.  WHEELER— Resumed 

Mr.  Wheeler.  First,  I  would  like  to  cover  some  of  the  matters 
Mr.  Scattergood  has  talked  about,  if  I  may.  In  the  conversations 
which  I  had  with  Mr.  Scattergood  and  Mr.  Ely  about  the  rentals 
to  the  Indians,  I  took  the  position  each  time  that  if  the  Power  Com- 
mission expected  a  different  figure  than  the  figure  I  had  made,  the 
suggestion  for  that  different  figure  should  properly  come  from  them ; 
and  I  think  Mr.  Scattergood  will  remember  that  he  thought  that 
was  the  proper  procedure,  and  that  was  always  the  way  it  was  left 
in  my  discussions  on  that  subject. 

Mr.  Scattergood.  At  the  same  time  you  never  formally  replied  in 
any  way,  that  I  can  recall,  to  our  question  whether  you  would  be 
willing  to  pay  more. 

Mr.  Wheeler.  I  never  was  asked  to  do  that,  Mr.  Scattergood. 
The  commission  has  been  carrying  on  negotiations  with  the  Rocky 
Mountain  Power  Co.  right  along  on  the  matter  and  they  haven't 
paid  any  attention  to  me  at  all. 

The  Chairman.  Your  bid  is  higher  than  the  bid  of  the  Rocky 
Mountain  Power  Co.,  isn't  it? 

Mr.  Wheeler.  Yes,  sir. 

The  Chairman.  I  don't  see  why  you  should  be  asked  to  raise  your 
bid,  unless  the  bidding  is  to  be  reopened. 

Mr.  Scattergood.  So  far  as  we  are  concerned,  no  attention  is 
paid  to  these  bids ;  we  want  to  get  what  the  thing  is  worth. 

The  Chairman.  I  would  like  to  ask,  Mr.  Scattergood,  if  it  is  your 
contention  that  neither  of  these  bids  is  high  enough,  and  whether  you 
are  recommending  that  both  of  them  be  rejected. 

Mr.  Scattergood.  I  certainly  have  recommended  that  at  all  times. 

The  Chairman.  It  seems  to  me  that  if  that  is  the  attitude  the  com- 
mission is  going  to  take  they  ought  to  advertise  for  further  bids. 

Senator  Wheeler.  But  they  don't  advertise  for  further  bids.  I 
don't  think  you  get  the  picture  straight.  They  don't  advertise  for 
bids.  The  water  power  act  is  different,  with  reference  to  the  Indian 
Bureau,  as  to  Indian  lands,  than  it  is  on  other  power  sites.  For  in- 
stance, my  understanding  is  that  Stone  &  Webster  Co.  went  out  into 
Washington  just  recently  and  got  an  application  through  the  Power 
Commission  and  were  given  a  power  site  at  25  cents  per  horsepower. 
That  is  permitted  under  the  water  power  act  on  power  sites  off'  a  res- 
ervation; but  on  an  Indian  reservation  it  is  different,  as  I  under- 
stand it,  and  they  figure  out,  on  an  Indian  reservation,  what  it  should 
be  worth  to  the  Indians.  Then  they  fix  a  figure  which  they  think 
the  Indians  are  entitled  to  get. 

The  Chairman.  At  that  rate,  no  bidding  is  necessary.  They  just 
figure  out  what  the  rate  should  be  and  then  fix  the  figure  accordingly. 

Senator  Wheeler.  No,  no  bidding  on  it.  It  doesn't  provide  that 
they  should  put  it  up  for  public  bidding.  They  haven  t  called  you 
into  conference  at  all  and  discussed  with  you  what  you  would  be 
willing  to  pay,  or  what  you  wouldnt'  be  willing  to  pay  ? 
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Mr.  Wheeler.  No,  sir;  no  member  of  the  Power  Commission  has 
ever  talked  rates  with  me  at  all.  I  have  talked  with  Secretary  Wil- 
bur a  number  of  times  and  I  have  talked  with  Mr.  Hurley,  and  Mr. 
Hurley  said  that  he  wouldn't  have  anything  whatever  to  do  with 
this  case.  I  haven't  talked  with  Mr.  Hyde  about  it;  I  have  talked 
with  his  assistant.  The  matter  of  rates  has  never  been  discussed  with 
me  by  any  member  of  the  Power  Commission.  I  know  they  have 
been  negotiating  constantly  with  the  Montana  Power  Co.  because 
Secretary  Wilbur  told  me  they  were  and  he  wired  them  to  come  on. 

Senator  Wheeler.  Secretary  Wilbur  wired  them  to  come  on  so 
that  they  could  discuss  it  with  him  ? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  But  he  didn't  call  you  into  conference  at  all 
to  find  out  what  kind  of  a  proposition  you  would  be  willing  to  make  ? 

Mr.  Wheeler.  It  never  has  been  suggested  to  me  by  any  member 
of  the  Power  Commission  that  my  figure  wasn't  high  enough. 

The  Chairman.  Any  further  statements  ? 

Senator  Thomas.  Have  you  been  interested  in  any  power-site 
development  other  than  this  ? 

Mr.  Wheeler.  Do  you  mean  as  a  promoter  of  development,  or  as 
owner  of  the  company,  or  anything  of  that  kind  ? 

Senator  Thomas.  I  mean  where  the  Government's  interests  were 
involved  in  public  property  or  Indian  property. 

Mr.  Wheeler.  No;  I  have  never  had  anything  to  do  with  a  Fed- 
eral Power  Commission's  permit  outside  of  this  one. 

Senator  Thomas.  Does  the  Federal  Power  Commission  have  any 
general  policy  that  they  are  trying  to  put  into  operation  throughout 
the  country,  so  far  as  you  know^,  or  are  they  taking  up  each  case 
separately  "i 

Mr.  Wheeler.  The  policy  that  the  Federal  Power  Commission 
followed  in  the  past  was  outlined  by  Mr.  Merrill  before  the  Couzens 
committee,  where  he  made  the  statement  that  it  had  always  been 
the  policy — I  have  the  exact  words  here  if  you  want  them,  but  this 
is  what  it  meant — that  they  never  issue  a  permit  to  a  power  company 
on  a  new  stream  in  a  territory  until  they  have  developed  all  the 
undeveloped  sites  they  have  on  other  streams  in  that  territory. 

Senator  Wheeler.  What  you  mean  by  that  is  this :  In  the  event 
they  issue  one  permit  say  to  the  Rocky  Mountain  Power  Co.,  or 
to  you,  they  wouldn't  issue  any  more  permits  to  you  or  the  Rocky 
Mountain  Power  Co.,  upon  any  other  stream,  until  they  had  devel- 
oped all  the  power  sites  on  that  stream ;  isn't  that  correct  ? 

Mr.  AYheeler.  I  think  I  had  better  give  his  exact  testimony,  if 
there  is  any  question  about  it. 

Senator  "^Wheeler.  Never  mind.  It  was  I  who  brought  out  the 
testimony ;  I  know  what  it  was.  What  he  said  was  this :  That  it  had 
been  the  policy  of  the  Power  Commission  not  to  issue  any  other 
permits  to  an  applicant  until  he  had  developed  all  the  power  sites 
upon  that  particular  stream. 

Mr.  Wheeler.  He  said  that  it  had  never  been  the  policy  of  the 
commission  to  issue  a  permit  on  the  stream  until  they  had  developed 
all  the  povx'er  sites  on  other  streams  where  they  had  a  plant  already 
constructed;  isn't  that  correct? 
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Senator  Wheeler.  Yes,  that  is  correct.  And  your  contention  is 
this,  as  I  understand  it,  that  the  Montana  Power  Co.  has  sites  on 
other  streams,  where  they  have  permits  or  licenses,  that  are  unde- 
veloped ? 

Mr.  Wheeler.  They  have  154,000  horsepower  undeveloped  on  the 
Missouri  Kiver,  and  they  already  have  seven  plants  constructed  on 
the  Missouri  River. 

Now,  in  further  reference  to  the  policy  of  the  Power  Commission, 
Senator  Thomas,  that  has  been  stated  repeatedly  to  me  in  letters 
from  Mr.  Merrill  and  it  also  appears  in  the  act  itself  as  to  what 
that  policy  should  be.  And  that  policy  is  to  grant  a  permit  to 
the  applicant  whose  plans  "  it  finds  and  determines  are  best  adapted 
to  develop,  conserve,  and  utilize  in  the  public  interest  the  naviga- 
tion and  water  resources  of  the  region,  if  it  be  satisfied  of  the 
ability  of  the  applicant  to  carry  out  such  plans." 

In  my  conversation  with  Mr.  Bonner,  Colonel  Tyler,  and  Mr. 
Newcomer  the  first  part  of  October,  before  this  hearing,  I  raised 
the  question  with  these  gentlemen  whether  the  fact  that  the  Rocky 
Mountain  Power  Co.  was  applying  for  a  license  and  I  was  applying 
for  a  preliminary  permit  would  have  any  bearing  on  the  case. 
Colonel  Tyler,  who  was  the  chief  engineer,  said  that  had  nothing 
to  do  with  it,  and  that  if  my  plans  were  better  than  those  of  the 
Rocky  Mountain  Power  Co.  their  plans  should  be  denied  and  mine 
approved.  That  was  the  policy  of  the  commission  as  it  had  been 
given  to  me. 

Mr.  ScATTERGOOD.  May  I  just  say  this  for  the  Indian  Office  ?  The 
Indian  Office  has  urged  that  somebody  be  granted  this  permit.  Now, 
because  of  the  interest  of  the  Indians  there  is  an  element  in  this 
situation  that  would  not  be  present  in  an  ordinary  case  that  the 
Federal  Power  Commission  would  have  under  its  charge.  For 
instance,  they  might  in  certain  cases  throw  the  plans  of  both  appli- 
cants out  if  they  didn't  think  either  of  them  had  sufficient  public 
interest  back  of  them.  In  this  case  the  interest  of  the  Indians  is  a 
new  element  that  we  are  urging  so  that  the  Indians,  under  the  circum- 
stances present  with  them,  may  at  the  earliest  possible  date  get 
some  real  money  out  of  it. 

Senator  Walcott.  Your  contention  is  that  the  Indians  own  these 
sites  ? 

Mr.  ScATTERGOOD.  Yes,  sir.  They  belong  to  the  Government  as 
trustee  for  the  Indians. 

Senator  Walcott.  As  trustee  for  the  Indians,  it  is  your  duty  to 
get  for  the  Indians  all  that  the  traffic  will  bear,  so  to  speak  ? 

Mr.  ScATTERGOOD.  All  that  the  traffic  will  bear,  on  a  real  prop- 
osition. 

Mr.  Wheeler.  I  want  to  refer  again,  Mr.  Chairman,  to  this  ques- 
tion of  the  War  Department  report.  That  report  is  based  upon 
the  development  of  one  site  only.  It  is  true,  as  I  said  in  my  state- 
ment, that  if  the  power  company  installs  the  full  development  of 
150,000  horsepower,  under  that  schedule  after  they  pass  the  72,700 
horsepower  at  the  flat  rate  and  begin  to  pay  on  the  energy  charge 
of  1  mill,  the  cost  of  generating  the  power  on  that  particular  site 
only  goes  down;  on  the  other  hand,  if  the  power  company  doesn't 
put  in  the  full  development  but  only  puts  in  development  for  72,700 
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horsepower,  and  if  they  increase  their  capacity  in  order  to  generate 
the  rest,  then  and  there  they  are  going  to  add  to  their  capital  charge 
and  their  cost  will  go  up. 

Senator  Wheeler.  That  was  the  point  I  wanted  to  bring  out. 
That  charge  of  1  mill  for  the  first  72,700  horsepower 

Mr.  Wheeler  (interrupting) .  They  have  a  flat  charge  of  $125,000 
a  year. 

Senator  Wheeler.  A  flat  charge  of  $125,000  a  year. 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  Now,  if  they  develop  more  power  after  that 
amount,  then  the  rate  to  the  power  company  goes  up,  doesn't  it? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  But  that  doesn't  mean  that  it  will  cost  the 
power  company  more  to  generate  that  much  more  power,  does  it? 

Mr.  Wheeler.  Pardon  me  for  correcting  you.  Senator.  You 
should  distinguish  now  between  developing  and  generating. 

Senator  Wheeler.  Yes. 

Mr.  Wheeler.  Developing  means  to  put  in  your  installation; 
generating  means  the  making  of  the  power  later.  If  they  develop 
only  72,700  horsepower,  and  base  their  set-up  on  that,  then  they 
have  to  add  to  that  in  order  to  develop  more  than  72,700  horse- 
power, and  their  cost  is  going  to  rise.  Likewise,  even  though  they 
put  in  full  development  for  set-up  No.  1,  when  you  take  up  sites  2, 
3,  4,  and  5  you  have  your  capital  investment  and  you  have  to  add 
$6.53  per  horsepower  on  top  of  that. 

Senator  Wheeler.  But  that  is  where  the  difference  comes  in 
between  your  theory  and  the  statement  of  the  department.  As  I 
understand  it,  their  explanation  of  that  is  that  on  the  lower  sites 
this  increased  amount  doesn't  apply  at  all,  that  this  is  something 
new  that  they  would  have  to  take  into  consideration,  and  the  capital 
costs  would  have  to  be  taken  into  consideration.  You  are  going 
on  the  theory  that  if  you  develop  these  lower  power  sites  that  they 
are  going  to  charge  you  this  increased  price  when  you  develop  the 
lower  power  sites.  My  understanding  of  the  situation  is  that  that 
is  not  so. 

Mr.  Wheeler.  Well,  now,  if  this  report  of  the  War  Department 
applies  at  all  to  our  proposition,  it  would  necessarily  be  so,  because 
that  is  the  only  kind  of  set-up  that  we  submitted  at  the  hearing, 
including  an  estimate  for  the  entire  five  sites. 

Senator  Wheeler.  I  understand  you  entirely.  But  the  Secretary 
of  the  Interior  and  Mr.  Scattergood  say  that  it  doesn't  apply  to  the 
other  four  sites,  but  that  for  the  other  four  sites  they  make  entirely 
different  figures,  taking  into  consideration  the  cost  of  development 
and  the  amount  of  power  that  they  would  generate  there,  so  that 
you  can't  apply  the  figures  of  the  War  Department  to  the  lower  four 
sites. 

Mr.  Wheeler.  In  other  words,  although  the  Secretary  of  the 
Interior  wrote  me  that  they  had  considered  my  application  in  mak- 
ing up  their  figures,  he  now  says  they  didn't. 

Senator  Wheeler.  He  didn't  do  it  as  to  the  lower  four  sites. 

Mr.  Wheeler.  He  couldn't  have  done  it  as  to  the  lower  four  sites. 
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Senator  Wheeler.  I  am  only  saying  that  that  is  his  explanation 
of  it,  and,  consequently,  that  is  where  the  dispute  arises  as  between 
your  figures  and  the  figures  given  by  the  Secretary  of  the  Interior. 

Mr.  AVheeler.  It  simply  goes  to  show  that  they  haven't  con- 
sidered us  at  all. 

Mr.  ScATTf:RGOOD.  Don't  you  recollect  that  in  the  hearings  you 
were  asked  to  make  a  set-up  as  to  power  site  No.  1,  comparing  your 
proposition  with  the  other  applicant's  proposition  ? 

Mr.  Wheeler.  Yes,  sir.  I  made  that  set-up  on  the  distinct  un- 
derstanding that  it  w^asn't  to  be  considered  as  applying  to  our 
proposal  at  all.  It  was  stated  in  my  testimony  at  the  hearing  that 
we  made  that  set-up  simply  at  your  request  and  that  it  w^ould  have 
no  bearing  whatever  on  our  proposal. 

Mr.  ScATTEKGOOD.  Furthermore,  in  reference  to  your  statement 
that  the  other  applicant  might  install  only  72,700  horsepower,  there 
isn't  anything  in  the  record  to  warrant  any  such  assumption.  Isn't 
it  proved  that  they  both  said  that  they  would  install  150,000  horse- 
power, and  that  all  our  figures  are  based  on  that  statement? 

Mr.  Wheeler.  There  are  conflicting  reports  on  that.  The  last 
field  report  the  War  Department  made  upon  the  Rocky  Mountain 
Power  Co.  recommends  150,000  horsepower.  They  gave  an  estimate 
of  150,000  horsepower,  but  the  only  recommendation  of  the  Federal 
Power  Commission  on  that  subject  outside  of  this  set-up  recently 
prepared  by  the  War  Department  was  that  installation  of  100,000 
horsepower  be  installed  by  the  Rocky  Mountain  Power  Co. 

Mr.  ScATTERGOOD.  Just  to  make  it  perfectly  clear,  the  Army  engi- 
neers' estimate  was  based  on  the  theory  and  expectation,  if  not  cer- 
tainty, that  if  license  was  granted  the  Rocky  Mountain  Power  Co.^ 
150.000  horsepower  would  be  installed.  Or  if  it  applied  to  you,, 
you  would  also  install  as  much  as  that. 

Senator  Wheeler.  You  mean  on  the  first  site  ? 

Mr.  Sgattergood.  On  the  first  site.  Nobody  is  talking  about  any 
other  stream.  It  is  utterly  in  the  realm  of  the  clouds  to  talk  about 
the  other  four  sites  at  the  present  time. 

Mr.  Wheeler.  I  disagree  with  you.  We  have  sufficient  data  on 
the  other  sites.  We  based  our  set-up  on  the  whole  five  sites.  That 
was  all  we  talked  about  at  the  hearing — the  five  sites. 

The  Chairman.  Did  either  you  or  any  representative  of  the  Mon- 
tana Power  Co.  indicate  at  the  hearing  that  they  w^ould  not  be  in- 
terested in  site  No.  1  unless  they  could  expect  to  get  the  other  four 
sites  ? 

Mr.  Wheeler.  No — ^the  Rocky  Mountain  Power  Co.  indicated 
that  they  were  interested  in  site  No.  1  only,  and  that  they  intended 
to  develop  only  site  No.  1;  but  they  stated  that  they  would  not  be- 
interested  in  the  other  four  sites  unless  they  had  site  No.  1,  and  w^e 
stated  the  same  thing. 

Mr.  Sgattergood.  Do  you  recollect  that  the  Rocky  Moraitaip 
Power  Co.  made  application  for  license  on  site  No.  1,  and  an  appli- 
cation for  preliminary  permit  on  the  other  four  sites? 

Mr.  Wheeler.  They  made  application  for  preliminary  permit  on 
the  five  sites  in  1920. 

Mr.  Scattergood.  Not  in  the  present  proceediiigs  ? 

Mr.  Wheeler.  No. 
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Mr.  ScATTERGOOD.  Haveii't  they  made  application  for  preliminary 
permit  on  the  other  four  sites? 

Mr.  Wheeler.  I  think  they  were  asked  the  question  if  they  would 
accept  a  preliminary  permit  on  the  other  four  sites. 

Mr.  ScATTERGOOD.  Well,  if  you  don't  know,  you  can't  throw  any 
light  on  it,  of  course. 

Mr.  Wheeler.  It  is  in  the  record  that  way;  but  they  had  an  appli- 
cation on  all  five  sites,  to  begin  with;  then  they  filed  an  application 
for  a  license  on  site  No.  1. 

Senator  Wheeler.  Let  me  ask  you  this :  Of  course,  the  figures  that 
you  have  given  wouldn't  have  any  bearing  with  reference  to  the 
lower  sites,  if  the  statement  of  the  Secretary  of  the  Interior  is  correct, 
and  Mr.  Scattergood's  statement  is  correct,  that  those  figures  apply 
only  to  site  No.  1 ;  isn't  that  correct  ? 

Mr.  Wheeler.  If  they  apply  only  to  site  No.  1,  then  they  are  not 
applying  at  all  to  our  application.     That  is  the  point  I  am  making. 

Senator  Wheeler.  When  you  gave  your  figures  to  me  they  were  on 
the  assumption  that  the  figures  furnished  by  the  W^ar  Department 
applied  to  all  five  sit^s,  were  they  not? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  So  that  the  figures  that  you  furnished  me 
would  be  erroneous  if  the  Secretary  of  the  Interior  and  Mr.  Scatter- 
good  were  only  applying  the  War  Department's  figures  to  site  No.  1 ; 
isn't  that  correct? 

Mr.  Wheeler.  The  figures  that  I  gave  you  were  for  five  sites.  I 
gave  you  figures  for  a  set-up  applying  to  all  five  sites.  Now.  if  that 
IS  only  intended  to  apply  to  site  No.  1,  it  wouldn't  apply  to  my  appli- 
cation. 

Senator  Wheeler.  That  is  what  I  want  to  know.  I  can  readily 
understand  how  you  can  come  to  the  conclusion  from  figures  given  by 
the  War  Department,  that  they  were  intended  to  apply  to  all  five 
sites,  and  if  they  did.  your  figures  would  probably  be  right. 

Mr.  Wheeler.  That  is  the  only  conclusion  I  can  come  to,  from  the 
letter  that  was  sent  to  me. 

Mr.  ScATTERGOOD.  A  mere  glance  at  the  figures  in  the  estimate  indi- 
cates that  it  was  meant  to  apply  to  set-up  No.  1.  Of  course,  every 
site  stands  on  its  own  footing,  and  we  w^ould  have  to  work  a  scale  of 
rentals  for  each,  and  if  four  or  five  sites  were  developed  we  would 
have  to  combine  them. 

Mr.  Wheeler.  In  reference  to  that  the  Secretary's  letter  to  me 
speaks  for  itself. 

Senator  Pixe.  What  is  the  lowest  cost  for  developing  power  at 
each  of  these  sites? 

Mr.  W^HEELER.  We  made  our  estimate  on  all  five  sites.  Site  No.  1 
is  the  cheapest. 

Senator  Pine.  Naturally,  or  it  wouldn't  be  site  No.  1. 

Mr.  Wheeler.  They  call  it  site  No.  1  because  it  is  higher  up  on 
the  river. 

Senator  Wheeler.  Have  you  seen  the  other  sites  ? 

Mr.  Wheeler.  I  have  surveys  of  them,  and  I  have  seen  them, 
generally;  yes. 

Senator  Wheeler.  Have  you  really  made  estimates  as  to  the  cost 
of  development  of  each  one? 
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Mr.  Wheeler.  Yes;  preliminary  estimates. 

Senator  Wheeler.  You  have  done  more  than  any  Government 
surveyor  has  done,  then,  haven't  you? 

Mr.  Wheeler.  Why,  there  are  Government  records  on  these  other 
four  sites. 

Senator  Wheeler.  There  are  none  making  preliminary  estimates? 

Mr.  Wheeler.  Yes,  sir ;  there  are  preliminary  estimates. 

Now,  with  regard  to  site  No.  1,  the  question  was  discussed  at  the 
hearing  also  as  to  its  use  for  general  public-utility  purposes  where 
they  have  peak-load  demands  which  come  in  the  evening  and  morn- 
ing for  lighting  service.  When  the}^  have  peak-load  demands  they 
let  down  the  water  and  the  water  is  automatically  shut  off.  The 
regulation  of  the  stream  then  would  not  be  satisfactory  for  use  in  the 
manufacture  of  chemicals,  which  requires  full  load  all  the  time, 
24:  hours  a  day,  365  days  in  the  year. 

Senator  W^heeler.  iSo  that  you  feel,  so  far  as  the  four  lower  sites 
are  concerned,  that  it  would  be  practically  worthless  to  you  for 
chemical  purposes? 

Mr.  Wheeler.  Whoever  has  the  upper  site  would  control  all  five. 

Mr.  ScATTERGOOD.  I  might  ask  Mr.  Wheeler  in  that  connection, 
suppose  the  Montana  Power  Co.,  if  they  were  the  successful  appli- 
cant, carried  out  the  plan  that  they  thought  about  in  the  hearings 
of  sending  this  power  to  Anaconda,  where  the  load  would  be  a  com- 
mercial load,  with  a  steady  pull  and  low  factor.  They  w^ould  have 
to  let  the  water  out,  in  that  case,  with  some  regularity,  in  a  different 
way  than  where  a  peak  load  was  used. 

Mr.  Wheeler.  But  you  remember  that  they  didn't  figure  a  very 
high  factor,  they  figured  a  very  low  factor,  and  they  had  to  carry 
this  power  clear  to  Anaconda.  They  didnt^  indicate  that  they  were 
going  to  use  it  for  chemical  or  metallurgical  purposes. 

Mr.  Scattergood.  They  were  going  to  transmit  it  to  Anaconda, 
to  their  zinc  plant  over  there. 

Mr.  Wheeler.  There  wasn't  anything  of  that  kind  in  the  hearing. 

Mr.  Scattergood.  Well,  they  certainly  indicated  that  that  was  a 
part  of  their  possibilities  and  expectations. 

Mr.  Wheeler.  For  general  public-utility  use,  to  transmit  it  to 
Anaconda  and  distribute  it  over  their  system. 

Senator  Wheeler.  If  they  were  going  to  distribute  it  over  their 
system  for  light  purposes  they  could  tie  it  in  at  Thompson  Falls. 

Mr.  Wheeler.  Thompson  Falls  is  tied  in  the  other  direction. 

Senator  Wheeler.  West? 

Mr.  Wheeler.  Yes. 

Senator  Wheeler.  Going  out  of  the  State? 

Mr.  Wheeler.  Yes,  sir. 

Mr.  Scattergood.  It  has  a  hook-up  with  the  general  system,  with 
the  Milwaukee  bus  line. 

Mr.  Wheeler.  They  stated  they  couldn't  use  that  hook-up;  that 
they  would  build  a  separate  transmission  line. 

Senator  Pine.  How  far  is  it  from  site  No.  1  to  site  No.  5  down  the 
stream  ? 

Mr.  Wheeler.  About  45  miles. 

Senator  Pine.  About  45  miles  from  site  No.  1  down  to  site  No.  5  ? 
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Mr.  Wheeler.  Yes,  sir.  Senator  Walcott  mentioned  something 
about  riparian  owners  on  the  stream  below.  Of  course,  in  this  case 
there  are  Indian  riparian  owners  on  all  five  sites. 

Now.  with  regard  to  a  market  for  the  power,  I  want  to  put  in 
first  a  letter  from  Mr.  Fred  Brenckman,  Washington  representative 
of  the  National  Grange,  to  President  Hoover,  a  copy  of  which  was 
furnished  to  me,  dated  March  12,  1930.    The  letter  reads  as  follows 

[reading] : 

March  12,  1930. 
Hon.  Herbert  Hoover, 

TJie  White  House,  Washingtmi,  D.  C. 

Dear  Mr.  President:  The  National  Grange  is  of  the  opinion  that  it  would 
be  wise  to  refrain  from  granting  any  licenses  for  the  development  of  Flathead 
power  sites  in  Montana  until  necessary  changes  have  been  made  in  the  adminis- 
tration of  the  Federal  power  act. 

AVe  are  persuaded  that  the  power  sites  in  question  are  of  great  importance, 
and  we  believe  that  before  the  commission  grants  a  50-year  lease  and  license 
to  develop  the  water  power  on  these  sites,  there  should  be  legislation  enacted 
which  will  protect  the  consumer  of  electric  current  to  be  generated  there. 

However  accurate  the  appraisement  made  by  the  commission  as  a  base  for 
rate  making,  this  has  no  binding  effect  on  the  Montana  Public  Service  Commis- 
sion under  the  present  law.  Since  these  sites  are  on  the  public  domain,  though 
owned  by  Indians,  it  seems  to  us  that  the  Federal  Government  has  a  responsi- 
bility to  protect  the  public  as  well  as  the  Indian  owners  of  the  sites.  We  believe 
it  would  be  in  the  public  interest  that  an  independent  power  commission  should 
be  created,  and  it  would  also  seem  that  the  present  Power  Commission  should 
favor  such  effective  valuation  as  we  suggest  and  a  more  satisfactory  system  of 
accounting  than  the  present  one. 

Senator  Wheeler  (interrupting).  Let  me  ask  you  there — is  that 
in  accordance  with  your  view^s?  You  are  asking  that  this  letter 
go  into  the  record.  Is  that  letter  you  are  reading  in  accord  with 
your  views  in  the  matter? 

Mr.  Wheeler.  I  put  into  my  statement  that  I  thought  the  com- 
mission ought  to  be  reorganized  before  they  pass  on  this  case. 

Senator  Wheeler.  Why  do  you  think  it  ought  to  be  reorganized  ? 

Mr.  Wheeler.  Because  the  present  members  of  the  Cabinet  who 
are  members  of  the  commission,  as  they  themselves  have  personally 
stated,  are  not  able  to  devote  the  time  necessary  to  consider  a  case 
of  this  magnitude. 

Senator  Wheeler.  Do  you  know  of  any  case  where  they  have 
held  public  hearings  and  given  it  one-tenth  the  consideration  they 
have  given  this  case? 

Mr.  AYheeler.  They  have  given  consideration  in  this  instance 
because  there  was  an  energetic  contest  in  sight.  In  most  cases,  as 
they  explained  to  me,  they  are  able  to  shake  off  the  other  appli- 
cants by  simply  sending  them  a  notice  and  they  lay  down  and 
quit.    In  this  case  we  wouldn't  lay  down  and  quit. 

Senator  Wheeler.  Tell  me  how  you  think  the  public  would  be 
protected  if  they  had  a  new  commission. 

Mr.  Wheeler.  If  they  had  a  new  commission  devoting  all  their 
time  to  this  you  could  then  expect  a  judicial  decision  on  the  record 
the  same  as  you  would  get  in  court. 

Senator  Wheeler.  What  you  want  is  to  get  it  at  $1.12i/^  per 
horsepower  per  year — the  five  sites? 

Mr.  Wheeler.  Why,  I  would  say  that  it  protected  the  public 
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Senator  Wheeler  (interrupting).  Have  you  got  your  contract 
there  that  you  made  with  the  Indians? 

Mr.  Wheeler.  I  put  it  into  the  record  yesterday.  The  reporter 
has  it. 

Senator  Wheeler.  Is  there  anything  in  that  contract  that  you 
made  with  the  Indians  to  protect  the  public  rights  out  there? 

Mr.  Wheeler.  You  mean  in  what  respect? 

Senator  Wheeler.  That  is  what  I  am  asking  you. 

Mr.  Wheeler.  We  have  gone  on  record  that  we  are  going  to 
sell  the  power  at  $15  per  horsepower  to  all  comers. 

Senator  Wheeler.  What  is  there  in  there  to  protect  the  public 
rights  ? 

Mr.  Wheeler.  That  protects  the  public  rights. 

Senator  Wheeler.  But  you  are  proposing  to  sell  it  to  some 
big  company.  I  wouldn't  ever  consent,  in  fact,  I  would  protest 
vigorously  if  the  Powder  Commission  ever  granted  a  permit  to  you 
upon  the  basis  of  your  contract,  because  it  doesn't  protect  ^the 
Indians. 

Mr.  Wheeler.  Why,  it  agrees  to  pay  them  a  certain  fixed  rental. 

Senator  Wheeler.  Yes;  it  agrees  to  pay  them  a  certain  fixed 
rental,  but  the  contract  likewise  provides  that  the  Indians  are  to 
hold  you  absoluely  free  from  any  controversies  or  anything  else. 
Suppose  you  get  into  controversies  with  anybody  out  there,  the 
Indians,  under  your  contract,  would  have  to  stand  by  it.  Just 
candidly  and  frankly  my  notion  of  it  is  that  it  isn't  a  fair  contract 
to  the  Indians  at  all. 

Mr.  Wheeler.  My  contract  is  in  the  usual  form  of  a  lease.  If  the 
Indians  don't  own  the  property,  as  they  say  they  do,  they  shall 
protect  rne.  If  they  own  these  power  sites,  then  there  isn't  any- 
thing in  that  contract  on  which  they  have  to  save  me  harmless. 

Senator  Wheeler.  I  certainly  wouldn't  consent  to  a  permit  or  a 
license  being  issued  upon  the  basis  of  your  contract,  with  the  clauses 
that  you  have  in  it. 

Mr.  Wheeler.  They  are  the  usual  clauses. 

Senator  Wheeler.  The  usual  clauses — such  that  always  give  the 
person  who  leases  the  property  the  best  of  it ;  but  your  contract  isn't 
drawn  up  for  the  person  who  owns  the  property,  by  any  means. 

Mr.  Wheeler.  Would  you  expect  us  to  take  a  lease  on  these  power 
sites  and  agree  to  pay  the  Indians  a  fixed  rental  and  allow  some- 
body else  to  come  in  and  say  "  We  own  this  property  "  ? 

Senator  Wheeler.  Not  at  all. 

Mr.  Whee1.er.  The  purpose  in  this  lease  is  to  protect  me  against 
that  sort  of  thing. 

Senator  Wheeler.  You  are  going  on  the  assumption  that  you  are 
leasing  a  piece  of  property  from  a  white  man,  and  you  are  trying 
to  tie  it  up  on  that  basis.  You  are  not  dealing  with  an  ordinary 
individual,  you  are  dealing  with  a  group  of  Indians  who  are  incom- 
petent, at  least  they  are  incompetent  in  a  legal  sense,  because  of  the 
fact  that  the  Government  of  the  United  States  is  guardian  or  trustee 
for  thern. 

Mr.  Wheeler.  I  will  have  to  confess  I  don't  see  your  distinction, 
so  far  as  protecting  the  lessee  is  concerned. 
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Senator  Wheeler.  You  apparently  couldn't  see  it  when  you  drew 
up  the  contract. 

The  Chairman.  I  suggest  that  you  let  Mr.  Wheeler  put  his  papers 
or  letters  in  the  record. 

Senator  Wheeler.  I  just  want  to  find  out  if  he  stands  for  the  let- 
ter that  he  is  reading  into  the  record. 

Mr.  Wheeler.  Certainly  I  stand  for  it. 

Senator  Wheeler.  Then  you  don't  want  the  Power  Commission 
to  give  anyone  a  permit  or  a  license  upon  this  until  there  is  created 
a  new  commission? 

Mr.  WHEtELER.  I  don't  think  they  should;  no,  sir. 

Senator  Wheeler.  You  think  a  new  commission  would  be  better 
able  to  protect  the  public  than  the  present  commission? 

Mr.  Wheeler.  Better  able  to  consider  all  the  merits  of  the  case, 
and  better  able  to  protect  the  public. 

Senator  Wheeler.  How  do  you  want  the  public  protected? 

Mr.  Wheeler.  Protected  under  the  terms  of  the  law. 

Senator  Wheeler.  Just  how  and  in  what  way  do  you  want  the 
public  protected? 

Mr.  Whee:ler.  Well,  the  protection  to  the  public  provided  by  the 
law  is  supposed  to  prevent  an  inflation  of  capital  and  the  piling  up 
of  one  holding  company  on  top  of  another. 

Senator  Wheeler.  Don't  you  think  the  present  Power  Commis- 
sion has  the  authority  to  look  after  that  ? 

Mr.  Wheeler.  I  don't  think  they  have. 

Senator  Wheeler.  You  don't  think  they  have,  in  this  particular 
instance,  where  the  Indians  are  involved? 

Mr.  Wheeler.  No,  sir. 

Senator  Wheeler.  Have  you  studied  the  act  at  all  ? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  And  you  still  contend  that  they  haven't  that 
authority  ? 

Mr.  Wheeler.  All  they  can  do  in  this  case  is  to  control  the  cap- 
italization of  the  Rocky  Mountain  Power  Co.  The  Rocky  Mountain 
Power  Co.  makes  a  contract  to  sell  power  to  the  Montana  Power 
Co.  at  a  certain  price.  The  Montana  Power  Co.  turns  around  and 
sells  that  power  at  any  price  they  please,  and  the  public  is  not 
protected. 

Senator  Wheeler.  But  do  you  think  a  new  commission  could 
prevent  that  ? 

Mr.  Wheeler.  If  the  law  is  revised  as  proposed  by  Senator 
Couzens  I  think  they  could. 

Senator  Wheeler.  You  don't  understand  the  Couzens  bill  if  you 
say  that  the  creation  of  the  new  commission  Avhich  he  proposes  changes 
the  present  law  in  that  respect,  because  the  administration  is  asking 
for  practically  the  same  law,  excepting 

Mr.  Wheeler  (interrupting).  You  are  asking  me  legal  questions. 
My  understanding  is  that  the  Montana  Power  Co.,  by  reason  of  being 
controlled  by  the  xVmerican  Power  &  Light  Co.,  comes  in  the  classi- 
fication of  being  engaged  in  interstate  commerce  and  that  under  this 
new  laAv  they  would  be  controlled. 

Senator  Wheeler.  But  that  isn't  so.  You  are  stating  something 
that  isn't  in  accordance  with  the  facts,  Mr,  Wheeler,  with  reference 
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to  the  new  commission  that  is  to  be  set  up.  There  are  two  bills  pend- 
ing; one  is  for  the  creation  of  a  new  commission,  to  just  simply  take 
it  out  of  the  hands  of  the  present  commission  and  give  it  to  a  new 
commission  to  pass  upon. 

Mr.  Wheeler.  I  will  say  this,  if  it  doesn't  do  that  I  think  it  should 
do  it. 

Senator  Wheeler.  I  think  it  should  do  it;  but  the  present  com- 
mission has  the  power,  in  my  judgment,  to  fix  the  amount  of  the 
rental,  whether  it  is  paid  by  you  or  paid  by  the  Rocky  Mountain 
Power  Co. 

Mr.  Wheeler.  But  they  have  no  control  over  the  prices  at  which 
the  Montana  Power  Co.  resells  the  power. 

Senator  Wheeler.  Of  course,  there  is  a  serious  legal  question  as 
to  whether  the  Government  has  the  right  to  fix  the  prices  at  which 
they  are  going  to  sell.  Do  you  want  the  commission  to  fix  the  price 
that  you  should  sell  your  power  at  ?     Is  that  what  you  want  ? 

Mr.  Wheeler.  As  I  understand  it,  they  are  going  to  fix  our  capi- 
talization  

Senator  Wheeler  (interrupting).  That  isn't  the  question. 

Mr.  Wheeler.  We  are  allow^ed  a  certain  return  on  the  capitali- 
zation. 

Senator  Wheeler.  Do  I  understand  that  you  want  them  to  fix  the 
price  at  which  you  are  going  to  sell  your  power  ? 

Mr.  Wheeler.  That  is  answering  the  same  thing. 

Senator  Wheeler.  No;  it  isn't.  Do  you  want  the  Federal  Power 
Commission  to  say  how  much  you  shall  sell  your  power  for  ? 

Mr.  Wheeler.  We  are  willing  to  sell  the  power  at  $15.  If  they 
want  to  fix  it  at  that  price,  all  right. 

Senator  Wheeler.  Do  you  want  them  to  fix  the  price  at  which 
you  shall  sell  that  power? 

Mr.  Wheeler.  Well,  if  they  fix  it  in  that  way. 

Senator  Wheeler.  If  they  fix  it  at  your  figure,  of  course.  Nobody 
has  objection  to  fixing  the  price  of  the  power  at  the  price  they  want 
to  sell  it  at. 

Mr.  Wheeler.  That  question  was  clearly  gone  into  by  Mr.  Scatter- 
good  at  the  hearing,  in  questioning  me  and  questioning  the  other 
people. 

Senator  Wheeler.  Go  ahead  with  your  letter. 

Mr.  Wheeler  (continuing  reading)  : 

For  these  reasons  we  earnestly  ask  that  you  disapprove  the  granting  of  any 
additional  power  license  at  this  time. 
Sincerely  yours, 

Fred  Bbenckman, 
Washington  Representative. 

I  should  like  now  to  put  in  a  letter  from  the  Minnesota  Wheat 
Growers  Cooperative  Association  dealing  with  the  need  for  fertili- 
zer in  the  Northwestern  States. 

The  Chahiman.  All  right. 

Mr.  Whefxer  (reading  said  letter)  : 

Minnesota  Wheat  Growers  Cooperative  Mabketino  Association, 

Minneapolis,  Mmn.,  February  1,  1930. 
Hon,  Abthub  M.  Hyde, 

Secretary  of  Agriculture,  Washington,  D.  C. 
My  Dear  Secretary:  I  am  advised  that  Walter  H.  Wheeler  has  before  the 
Federal  Power  Commission  application  for  a  license  to  develop  water  power 
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on  the  Flathead  River  in  Montana  and  that  such  development  contemplates 
the  immediate  use  of  105,000  horsepower  for  the  production  of  phosphate  fer- 
tilizer of  a  highly  concentrated  character. 

I  am  not  in  a  position  to  speak  on  the  merits  of  the  immediate  water-power 
development  in  question,  but  I  assume  that  matter  will  be  properly  considered 
by  those  competent  to  judge  of  its  engineering  merits. 

What  I  do  wish  to  say  in  behalf  of  the  grain-producing  industry  of  the 
Northwest  is  that  beyond  any  question  there  is  a  held  for  the  distribution 
of  highly  concentrated  phosphates  within  the  spring-wheat  area.  Phosphorus 
is  the  essential  element  in  the  production  of  a  high  quality  grain  berry  and 
the  lack  of  it  from  any  cause  whatever  gives  our  grain  a  lower  grade  and 
milling  quality. 

The  continuous  demands  that  have  been  made  upon  the  phosphorous  con- 
tent of  our  soil  during  the  years  they  have  been  farmed  have  begun  to  deplete 
the  original  stores  and  make  necessary,  for  the  continuance  of  high-grade 
crops,  the  application  of  commercial  fertilizers. 

One  of  the  chief  reasons  why  such  fertilizers  have  not  come  into  use  more 
generally  throughout  the  spring-wheat  belt  is  the  high  freight  cost  that 
has  attended  their  transportation  from  present  centers  of  production.  This  is 
especially  true  of  fertilizers  carrying  a  low  i)ercentage  of  the  essential  ele- 
ments, and  the  proposition  advanced  by  Mr.  Wheeler  not  only  places  phos- 
phate fertilizer  pr(  duction  within  the  spring-wheat  area  itself,  but  it  also  gives 
us  promise  of  substantially  reduced  freight  charges  due  to  the  high  percentage 
of  phosphates  contained  per  ton  in  the  fertilizer  to  be  manufactured. 

From  the  standpoint  of  the  grain  producer  there  is  every  reason  that  Mr. 
Wheeler's  proposal  should  be  studied  carefully  and  be  given  friendly  consid- 
eration.    I  bespeak  your  interest  in  the  matter. 
Yours  very  truly. 

Hugh  J.  Hughes. 

Director  of  Education. 

I  would  like  to  put  into  the  record  without  reading  it  an  article 
appearing  in  the  The  Farmer  and  Farm,  Stock,  and  Home  magazine, 
of  March  15,  1930,  headed  "  Water  Power  and  Politics,"  appearing 
on  page  22  of  the  magazine,  written  by  Harry  N.  Owens,  special 
writer  for  this  magazine.  It  also  deals  with  the  importance  of 
fertilizer  in  the  Northwestern  States. 

The  Chairman.  It  may  go  into  the  record. 

(Said  article  is  printed  here  in  full,  as  follows:) 

WATER   POWER   AND   POLITICS 

There  is  a  very  interesting  situation  in  reference  to  granting  a  lease  by  the 
Power  Commission  for  the  development  of  the  water  power  on  the  Flathead 
River  in  Montana.  Two  propositions  are  before  the  commission  at  this  time, 
one  from  Walter  H.  Wheeler,  of  Minneapolis,  and  the  other  by  the  .Electric 
Bond  &  Share  Co.  It  is  said  the  latter  company  is  closely  linked  with  the 
interests  which  are  seeking  to  monopolize  the  water  powers  of  the  country,  for 
want  of  a  better  name,  usually  referred  as  the  Power  Trust. 

The  Wheeler  offer  is  for  the  erection  of  five  power  plants  to  develop  an 
aggregate  of  214,000  horsepower.  Total  investment  $18,000,000  in  plants;  in 
chemical,  metallurgical,  industrial,  and  fertilizer  plants,  $30,000,000  to  $50,000- 
000;  probable  number  of  men  to  be  employed,  1.000;  probable  annual  revenue 
to  be  paid  Indians,  $240,000.     Charge  per  horsepower,  per  year,  $15. 

The  Electric  Bond  &  Share  Co.  proposes  to  build  one  plant,  cost  $7,500,000. 
Contemplates  no  manufacture  of  chemicals  or  fertilizer,  will  need  at  the  outside 
10  men  to  run  the  plant.  Probable  revenue  to  the  Indians,  $68,000.  The 
Indians  enter  into  the  picture  because  the  development  is  on  their  reservation. 

On  the  face  of  it,  there  seems  no  question  that  the  Wheeler  proposition  is 
the  best  for  the  State  of  Montana  and  the  Northwest.  It  offers  a  chance  to 
get  a  very  highly  concentrated  fertilizer  that  can  be  shipped  a  long' distance, 
so  would  be  more  valuable  to  this  section  from  a  fertilizer  angle  than  Muscle 
Shoals.  However,  Mr.  Wheeler  is  meeting  with  serious  opposition.  It  is 
charged  he  lacks  the  financial  backing  to  carry  out  his  promises,  though  he 
is  able  to  show  agreements  from  large  and  reputable  banking  houses  that  they 
will  finance  him. 
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As  far  as  I  can  find  out,  the  main  cause  of  the  opposit'on  is  that  Mr.  Wheeler 
says  he  will  sell  power  at  $15  per  horsepower.  Now  that  is  "  something 
that  is  not  being  done  "  in  power  development  circles,  at  least  in  Montana,  so 
every  effort  is  being  made,  some  legitimate  and  others  that  are  close  to  the 
borderline  of  bad  ethics,  to  convince  the  I'ower  Commission  that  the  Electric 
Bond  &  Share  Co.  should  have  the  license.  It  will  not  throw  any  monkey 
wrench  into  rates,  it  will  stand  by  its  friends  and  charge  $28  per  horsepower. 

In  a  hearing  last  October  before  the  Power  Commission,  Chester  Gray, 
Washington  representative  of  the  American  Farm  Bureau,  testified  that  at 
$28  is  would  be  impossible  to  manufacture  fertilizer  at  a  price  that  would  permit 
shipment  more  that  500  miles  from  the  plant,  but  as  the  Electric  Bond  &  Share 
Co.  does  not  contemplate  going  into  the  fertilizer  business  at  all,  it  is  difficult 
to  see  how  giving  the  lease  to  it  will  be  of  much  help  to  farmers. 

Senator  Pine.  Where  is  that  magazine  published? 

Mr.  Wheeler.  St.  Paul,  by  the  W^ebb  Publishing  Co. 

Senator  Wheeler.  I  think  we  appreciate  these  facts,  but  the  question  in  my 
mind,  Mr.  W^heeler,  is  and  always  has  been  as  to  whether  or  not  you  would  be 
able  to  go  ahead  and  develop  it  if  you  got  a  license. 

Mr.  Wheeler.  I  am  laying  the  foundation  as  to  that  now. 

I  would  also  like  to  put  into  the  record,  Mr.  Chairman,  the  testimony  of 
Chester  H.  Gray  in  which  he  testifies  as  to  the  importance  to  the  coluntry  of 
this  fertilizer  development  out  there  at  Flathead.  He  explains  that  the  situ- 
ation there  is  more  favorable  for  fertilizer  development  than  it  is  at  Muscle 
Shoals. 

Senator  Whe-elek.  Is  that  the  same  Chester  H.  Gray  who  was  on  the  pay 
roll  of  the  American  Syanamid  Co.? 

Mr.  Wheelek.  Chester  H.  Gray  is  the  Washington  representative  of  the  Amer- 
ican Farm  Bureau  Federation. 

Senator  Wheeler.  He  is  the  same  man,  then. 

Mr.  Wheeler.  We  didn't  pay  him  anything  for  his  testimony. 

( Said  article  is  printed  here  in  full,  as  follows : ) 

Saving  the  Farmers  Millions — The  "  Muscle  Shoals  of  the  West  "—Walter 
H.  Wheeleeb  v.  Rocky  Mountain  Power  Co.  (Subsidiary  of  the  Montana 
Power  Co..  American  Power,  &  Light  Co.,  Operating  under  ContrxVct  with 
Electric  Bond  &  Shabb  Co.) — Testimony  of  Chester  H.  Gray,  Washington 
Representative  of  American  Farm  Bureau  Federation 

[Reprinted   from    record    of   hearing   before    Federal    Power    Commission,    Flathead    River 

power  sites,  Montana] 

Chester  H.  Gray  was  called  as  a  witness  and  having  been  first  duly  sworn,^ 
was  examined  and  testified  as  follows: 

The  Witness.  I  am  the  representative  of  the  American  Farm  Bureau  Federa- 
tion. My  residence  is  in  Washington,  D.  C,  and  my  official  residence  in  601 
Munsey  Building,  this  city. 

I  remember  the  chairman  of  this  hearing,  the  Secretary  of  the  Interior,  re- 
marking this  morning  that  without  undue  length  he  desired  that  the  witnesses 
would  confine  themselves  to  the  pertinent  questions  at  issue.  To  our  mind, 
from  our  i>oint  of  view  in  agriculture,  the  pertinent  point  at  issu(>  hwe  is  the 
cost  of  power  in  making  fertilizers. 

Thus  far  for  a  long  number  of  years — that  is,  if  we  may  say  10  years  to  be 
a  long  number  of  years — the  Farm  Bureau  organization  has  been  in  various 
ways  trying  to  get  a  material  reduction  in  the  prices  of  fertilizers  to  the  fanu 
consumers  all  over  the  United  States.  At  this  time  the  farmers  are  using  about 
8,000,000  tons  of  commercially  mixed  fertilizer  annually,  which  amount  is  gradu- 
ally increasing  every  year ;  and  with  the  cost  factor  of  power  in  the  making  of 
fertilizers  as  high  as  it  ordinarily  is  there  will  be  no  material  i>ossibility  of 
reducing  the  price  of  fertilizers  to  the  farmers  from  manufacturing  fertilizers 
at  the  current  rates  of  powe-r  if  by  the  current  rates  we  mean  the  rate  which 
Is  ordinarily  charged  for  power  distribution  to  the  ultimate^  consumer. 

The  reason  we  are  interested  in  this  project  is  a  continuation  of  the  reason 
that  we  have  been  interested  in  Muscle  Shoals  for  Jilmost  a  decade — the  possi- 
bility of  getting  to  the  farmer  a  material  reduction  in  the  price  of  his  highly 
concentrated  mixed  fertilizer ;  and,  to  repeat,  that  can't  1h'  done  unless  the  power 
factor  is  held  at  a  rate  lower  than  the  usual  commercial  rate  for  distribution 
of  power. 
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The  applicant  here,  Mr.  Wheeler,  has  put  into  the  record — and  I  knew  he 
was  going  to  put  it  in  the  record  from  previous  contact  with  him — a  rate  on 
power  of  $15,  per  horsepower  year,  which  is  materially  lower  than  the  preva- 
lent rate  of  hydroelectric  power;  and  the  price  is  such,  $15  per  horsepower 
jear,  that  by  use  in  making  fertilizers  such  as  he  has  described  and  other 
ways  which  he  hasn't  described,  will  make  it  possible  for  the  farmer  to  enjoy 
those  reductions  such  as  he  has  specified. 

It  is  not  necessary,  I  think,  for  me  to  go  into  an  elaborate  argument  on  this 
thing.     We  have  done  it  for  10  years  in  the  American  Farm  Bureau  Federation, 

Now,  in  regard  to  Muscle  Shoals :  We  are  looking  at  this  project,  the  Flat- 
head River  project,  through  exactly  the  same  spectacles  that  we  look  at  Muscle 
Shoals.  If  we  can  get  this  project,  through  the  granting  by  the  power  com- 
mission, of  a  permit,  and  a  license  to  Mr.  Wheeler,  so  that  this  project  can 
begin  the  making  of  these  fertilizers,  even  ahead  of  the  congressional  decision 
on  Muscle  Shoals,  whatever  that  may  be,  we  shall  be  happy  because  the 
fertilizers  made  at  this  project  will  be  of  highly  concentrated  form,  carrying 
50  per  cent  and  beyond  of  plant  food,  so  that  by  transportation  they  can  be 
sold  all  over  the  United  States.  If  this  lessee,  Mr.  Wheeler,  should  propose  to 
let  out  this  power  to  a  fertilizer  company  as  a  subtenant,  which  subtenant 
should  make  these  fertilizers  of  the  present  form  that  the  average  farmer  is 
ordinarily  using,  which  does  not  go  much  beyond  15  or  16  per  cent  of  plant 
food,  then  there  would  be  no  attractiveness  to  the  project  from  the  point  of  view 
of  the  American  farmer ;  but  with  the  developments  that  we  know  of  now  and 
Che  supplying  of  our  markets  now  in  part  by  concentrated  forms  that  run  from 
50  per  cent  up,  it  is  possible  to  get  the  fertilizers  on  our  markets  from  Maine 
to  California  and  from  Mississippi  to  Minnesota  at  rates  that  the  freight  will 
not  make  the  price  prohibitive  because  they  are  shipping  to  a  large  extent 
plant  food  and  not  filler  such  as  ground  rock  or  anything  else  that  is  contained 
in  so  much  fertilizer  that  is  consumed  over  the  United  States. 

Now,  we  have  no  brief  to  hold  for  any  particular  applicant  for  any  particular 
liydroelectric  project  in  the  United  States  except  that  when  any  applicant, 
gentlemen  of  the  commission,  which  in  its  offer,  offered  here  under  sworn  testi- 
mony, intimating  or  promising  a  power  rate  of  $15  per  horsepower  year,  holds 
out  to  us  in  agriculture  a  possibility  of  fertilizers  cheaper  because  of  the  power 
factor,  that  is  a  big  factor  in  the  final  price  of  commercial  fertilizers.  So  I 
wish  to  repeat  that  we  have  no  particular  brief  in  favor  of  any  one  particular 
applicant  excepting  that  we  are  attracted  to .  any  applicant  in  this  project  or 
anywhere  else  where  fertilizer  is  possibly  to  be  made  who  makes  a  rate  on 
power  that  will  permit  power  to  be  used  in  fertilizer. 

I  am  frank  to  say  that  in  10  years  of  work  or  thereabouts  before  Congress  on 
the  Shoals  proposition  we  have  not  found  any  power  company — no  exceptions — 
-which  has  offered  to  make  a  power  rate  so  cheap  that  a  material  reduction  in 
the  price  of  fertilizers  would  be  possible.  So  we  have  never  yet  been  able  to 
settle  the  Shoals  proposition.  I  don't  know  whether  Congress  will  be  able  to 
settle  it.  But  here  comes  along  a  proposition  that  is  a  substantial  and  possible 
fertilizer  development  equal  to  that  of  the  nearest.  Here  comes  along  a  lessee 
or  a  proposed  lessee  or  an  applying  lessee —  whatever  word  you  care  to  use — 
asking  for  this  project  to  lease  through  permit,  and  is  offering  to  use  a  part 
of  the  power  at  least  at  a  rate  which  will  anticipate,  perhaps,  the  development 
of  the  Shoals,  because  that  is  tied  up  in  knots  so  deep  that  I  don't  know 
whether  it  ever  will  be  untangled  or  not. 

Now,  in  regard  to  the  x>ossibilities  of  this  Flathead  River  location  for  ferti- 
lizer making,  just  let  me  review  that  which  you  gentlemen  already  know : 
That  if  they  take  nitrogen  out  of  the  air,  whether  by  cyanimide  or  by  any  other 
synthetic  process,  it  is  just  as  capable  of  being  taken  from  the  air  as  any- 
where else  if  they  have  the  power  to  do  it  at  prices  which  permit  it  to  be  done 
economically. 

In  regard  to  the  phosphate,  we  have  many  times  as  much  phosphate  beds 
in  the  territory  contiguous  to  the  Flathead  River  project  as  we  have  in  any 
other  part  of  the  United  States.  Several  times  as  much  phosphates  lie  in  the 
l)eds  up  in  that  territory  as  do  contiguous  to  Muscle  Shoals ;  and  so  far  as  pot- 
ash is  concerned,  which  is  a  third  element  that  we  must  have  in  a  concen- 
trated fertilizer,  it  is  just  as  available,  if  not  more  so,  to  the  Flathead  River 
location  as  it  is  to  the  Shoals  or  any  other  location  for  a  fertilizer  factory  in 
the  United  States,  that  is,  so  far  as  we  know  in  preliminary  surveys  and  in- 
vestigations, most  of  the  potash  which  is  suspended  or  developed  in  the  United 
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States  is  in  the  western  part  of  the  United  States,  so  that  this  location  is  more 
contiguous  to  the  potash  prospective  development  than  any  other  location  that 
we  ever  have  had  put  before  us  down  to  date. 

So  there  is  the  nitrogen  available  from  the  air  in  manufacture  as  well  as 
anywhere  else;  there  is  tlie  phosphate  rock  more  available  in  quantity,  and,  so 
far  as  contiguousness  to  this  particular  project  is  concerned,  just  as  close  as 
is  the  potash  and  the  phosphate  rock  to  the  Slioals  development,  and  tlie  pot- 
ash is  more  contiguous  in  mileage  to  this  project  than  it  is  to  any  other  possible 
development  so  far  as  we  know.  Putting  those  three  things  together,  with 
cheap  power,  we  get  a  possibility  of  a  highly  concentrated  fertilizer  made  out 
there  seemingly  far  away  from  where  the  fertilizer  ordinarily  is  consumed  in 
the  United  States,  but  of  such  a  nature  that  it  can  be  transported  to  the  con- 
suming areas  of  the  United  States  making  a  personal  application.  This  year 
on  my  Missouri  farm,  which  I  own  and  operate,  I  have  bought  and  am  now 
applying  in  the  drilling  of  fall  wheat,  a  carload  of  the  triple  superphosphate 
which  is  manufactured  at  Anaconda  by  a  process  by-product  from  the  other 
industries  there.  I  am  1,500  miles  away  from  that  factory,  and  even  by  high 
rail  rates  I  am  using  triple  superphosphate  manufactured  at  power  costs  which 
are  higher  than  $15  per  kilowatt  year,  even  though  it  is  not  hydroelectric 
power  in  full.  It  may  be  coal  power.  There  is  a  sample  of  how  far  45  per  cent 
triple  superphosphate  is  being  transported  now,  and  with  the  development 
which  is  now  known  and  economically  used  in  Germany,  in  the  United  States^ 
and  variously  all  over  the  world,  these  fertilizers  can  carry  50,  60,  and  75 
per  cent  of  plant  food,  leaving  a  minimum  of  filler  to  be  shipped  around  all 
over  the  United  States,  making  this  fertilizer  capable  of  being  used  practically 
anywhere  in  the  United  States  by  joint  rail  and  waterways  of  transportation^ 
whereas  if  it  carries  only  15  or  16  per  cent,  its  limit  of  circularizing  from  the 
point  of  manufacture  is  but  three  or  four  hundred  miles. 

Now,  our  interest,  gentlemen  of  the  commission,  is  this:  That  we  want  you 
to  give  the  keenest  and  the  closest  consideration  to  a  project,  to  a  proposal 
of  a  permit  and  of  a  license  from  a  proposed  lessee  who  offers  a  rate  on  power 
which  is  low  enough — $15  per  horsepower  year — to  make  it  possible  to  develop 
a  fertilizer  manufacturing  plant  from  a  part,  at  least,  of  this  power.  I  want 
you  to  consider  finally  that  the  rates  which  other  power  in  the  United  States 
is  sold  at  do  not  hold  out  any  particular  inducement  to  the  American  farmer 
so  far  as  cheapened  fertilizer  price  is  concerned.  The  proposal  of  Mr.  Wheeler 
does  hold  out  that  inducement,  and  I  am  here  officially  to  suggest  to  you  gentle- 
men that  you  give  the  closest  analysis,  the  closest  consideration  to  his  pro- 
posal, in  the  hope  that  if  the  permit  and  the  lease  should  be  granted  to  him,  we 
will  have  in  Montana  a  fertilizer  development  in  keeping  with  the  fertilizer 
developments  elsewhere  in  the  world. 

I  think  I  have  nothing  more  that  needs  to  be  said. 

Secretary  Wilbuk.  Are  there  any  questions  you  want  to  ask? 

Direct  examination  by  Mr.  Forbes  : 

Q.  Mr.  Gray,  you  consider  the  leasing  of  this  power  to  an  organization,  either 
personal  or  corporate,  under  conditions  which  will  provide  for  the  manufacture 
of  cheaper  fertilizer  of  vital  national  interest? — A.  I  do. 

Secretary  Wilbur.  Mr.  Kelly,  do  you  wish  to  ask  any  questions? 

Cross-examination  by  Mr.  Kex,ly  : 

Q.  What  is  your  name,  please?     I  didn't  get  it.— A.  Chester  H.  Gray. 

Q.  What  position  have  you  with  the  Farm  Bureau? — A.  WasliiiiutOn  ropre- 
sentative. 

Q.  How  long  have  you  lived  in  Washington? — A.  Almost  four  years. 

Q.  What  was  your  connection  with  the  Farm  Bureau,  if  any,  prior  to  that 
time? — A.  I  was  on  the  organization  committee  with  four  other  men  who- 
started  the  American  Farm  Bureau  Federation.  Before  that  I  was  president 
of  the  Missouri  Farm  Bureau  P'ederation  for  four  years.  Following  the  crea- 
tion of  the  American  Farm  Bureau  Federation  in  1919  I  was  on  the  board  of 
directors  for  three  terms,  and  at  that  same  time  I  was  on  the  legislative  com- 
mittee of  the  American  Bureau  Federation,  since  which  time  I  have  been  con- 
nected in  one  capacity  or  other  with  the  Washington  offices  here  of  the  Amer- 
ican Farm  Bureau  Federation,  during  the  last  four  years  of  which  time  I  have 
been  Washington  representative,  which  means  director  of  legislation. 

Q.  In  that  connection  you  have  liad  some  contact  with  the  Muscle  Shoals 
legislation? — A.  Yes,  sir. 
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Q.  In  the  manufacture  of  fertilizer  in  this  country  can  you  tell  us  what 
percentage  of  fertilizer  that  is  being  used  in  an  agricultural  way  through 
electric  power? — A.  Of  what  particular  kind  of  fertilizer  do  you  mean? 

Q.  Phosphoric  acid,  phosphates. — A.  A  small  percentage.  I  would  not  be  able 
to  state  that  in  definite  numbers. 

Q.  Less  than  4  per  cent? — A.  Perhaps  5  per  cent.  Somewhere  along  there;  I 
don't  know  the  exact  percentage. 

Q.  That  comes  as  a  by-product  of  a  baking-powder  plant,  does  it? — A.  Not 
entirely. 

Q.  What  other  sources  have  you  in  mind? — A.  Direct  manufacture  of  the 
phosphoric  content  by  the  electric  method.     Some  of  that  is  done  in  Florida. 

Q.  In  Florida? — A.  A  little  bit.     Some  is  done  in  Warner,  N.  J. 

Q.  At  any  rate,  of  this  7,000,000  or  8,000,000,  you  say,  tons  of  fertilizer  that 
is  used  in  this  country,  something  around  4  or  5  per  cent  only  is  made  elec- 
trically at  this  time? — A.  Something  approximately  5  per  cent,  I  would  judge 
from  my  memory  of  the  statistics. 

Q.  And  there  has  been  no  increase  in  the  last  10  years  in  the  electrolytic 
making  of  fertilizer  products  in  this  country,  has  there? — ^A.  In  this  country, 
quite  right.     In  other  countries,  quite  wrong. 

Q.  As  a  matter  of  fact,  the  coal  and  coke  industries  have  been  able  to  pro- 
duce fertilizer  and  have  been  producing  fertilizer  products  cheaper  than  they 
did  even  7  years  back,  have  they  not? — A.  Yes;  on  account  of  the  power-cost 
factor  largely. 

Q.  What  do  you  mean  by  the  power-cost  factor? — A.  Because  their  ix)wer  is 
cheaper  than  the  average  manufacturer  can  get  it  in  America.  Whether  the 
manufacture  is  of  steel  or  of  fertilizer  is  quite  immaterial. 

Q.  What  assurance  have  you  that  if  this  permit  and  license  be  given  to 
Mr.  Wheeler  he  can  or  will  sell  power  cheaper  than  anybody  else  that  might 
develop  this  project? — A.  The  assurance  that  I  assume  the  Federal  Power  Com- 
mission will  not  grant  it  to  him  unless  in  his  contract  and  promise  it  is  defi- 
nitely set  down  as  he  has  testified  here  to-day.  If  the  Power  Commission  does 
grant  it  to  him  under  those  provisos  it  will  be  carried  out. 

Q.  Don't  you  understand,  Mr.  Gray,  that  the  rate  for  the  sale  of  power  in 
the  State  of  Montana  and  in  States  of  this  country  generally  are  fixed  by  a 
commission  generally  known  as  the  public  service  commission  or  some  other 
commission  in  authority,  which  fixed  the  rates  which  may  be  charged  and  must 
be  charged  to  power? — A.  I  .know  that  quite  well,  and  I  also  know  that  public 
service  commission  in  Montana  and  elsewhere  are  refiectors  of  public  senti- 
ment, and  public  sentiment  is  wanting  cheap  power  now. 

Q.  But  this  would  be  one  power  plant  or  one  power  process  of  many  in  the 
State  of  Montana,  and  in  the  fixing  of  the  rates  which  must*  be  charged  to  a 
manufacturing  industry  the  commission  would  be  required  to  take  into  con- 
sideration the  fact  that  the  individual  who  has  an  irrigation  pumping  plant  or 
lights  in  his  home  or  runs  a  feed  grinder  or  a  milking  machine  or  a  cneam 
separator  or  a  carpet  sweeper  or  an  electric  range  in  his  home  is  entitled  only 
to  pay  his  fair  proportion  of  the  cost  of  maintenance  of  the  plant,  or  to  make 
fair  return  upon  it,  and  that  any  other  industry  that  gets  power  from  that 
same  plant  will  have  to  pay  relatively,  or  the  cost  of  that  power,  and  a  public 
service  commission  can't  make  a  specific  rate  to  one  industry  and  charge  it 
liack  to  some  other  industry  or  to  any  other  group  of  individuals ;  is  that  true? — 
A.  No.  It  is  true  applied  to  the  power  that  comes — to  quote  your  words — 
from  that  one  plant ;  but  it  is  not  necessarily  true,  although  I  confess  that 
it  is  a  too  common  practice  that  the  rate  is  made  uniform  on  account  of  hi^h 
overcapitalization  and  doubling  of  capitalization  and  interlocking  of  direc- 
torates which  control  capitalization  and  things  of  those  natures  that  the 
public  service  commissions  in  various  States  have  permitted — the  accumula- 
tion of  costs — which  makes  the  rates  rather  exorbitant  to  tlie  ultimate  consumer. 
How  long  that  will  go  along  is  nnderterminable  to  me,  but  I  feel  sure  that  it 
will  not  go  perpetually;  there  will  be  a  reaching  point  or  a  stopping  point 
at  that;  and  our  effort  is  that  at  every  opportunity  where  we  can  stop  that 
accumulation  of  cost  factors  in  hydro-electricity,  such  as  one  instance  now, 
here,  in  the  case  of  Mr.  Wheeler's  proposal,  we  shall  use  that  as  a  method  of 
stopping  the  pyramiding  of  costs  to  the  ultimate  consumer,  I  answer  your 
question  in  that  way. 

Q.  Well,  that  does  not  answer  the  question  as  to  whether  or  not,  when 
the  public  service  commission  goes  to  fix  the  rates  for  this  company  that 
develops  this  project,  whatever  company  it  may  be,  it  may  make  one  rate  for 
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a  block  of  power  to  a  fertilizer  enterprise  and  another  block  to  a  mining 
enterprise,  and  another  block  to  a  zinc  plant  and  have  different  rates  for 
the  same  amount  of  power  distributed  or  delivered  in  the  same  way.  The  rates 
will  have  to  be  uniform,  will  they  not? — A.  Not  necessarily,  altliough,  us  I 
said,  ordinarily  they  are  supposed  to  be  that  way.  But,  to  elaborate  my 
explanation  just  given,  the  cost  of  power  is  susceptible  of  so  many  factors 
being  piled  onto  it  that  the  question  comes  before  a  public  service  State 
commission  how  many  of  those  costs  shall  be  piled  on  and  added  to  the  already ' 
rather  too  high  cost,  so  that  eventually  the  public  service  commission  of 
Montana,  perhaps,  and  other  States,  will  be  brought  definitely  before  the 
question  as  to  how  much  higher  these  costs  shall  go. 

Now,  applying  this  to  Montana  si)ecifically :  I  don't  know,  and  neither  does 
this  power  commission  of  the  Federal  Government  know,  whether  the  Montana 
Public  Service  Commission  would  grant  Mr.  Wheeler  this  thing  which  he  says 
he  will  build ;  but  I  know  as  well  as  I  know  that  two  and  two  make  four, 
speaking  officially  for  the  American  Farm  Bureau  Federation,  that  if  Mr. 
Wheeler  is  granted  this  permit  and  the  license  that  follows  it  to  construct, 
the  public  service  commission  in  Montana  will  be  face  to  face  with  a  very 
embarrassing  proposition  to  turn  down  if  Mr.  Wheeler  comes  along  and  says 
that  power  is  at  $15  per  horsepower-year,  and  I  know  the  average  citizen 
in  the  State  of  Montana  will  react  favorably  to  that  kind  of  proposition.  In 
other  words,  may  I  say  to  the  commission  that  the  questions  whicli  we  ai"e 
discussing  here  are  similar  to  those  which  we  have  had  for  10  years,  which 
led  me  to  say  a  while  ago  that  no  power  company  ever  had  offered  to  give  rates 
to  manufacturers  at  prices  which  would  permit  reasonable  and  material  reduc- 
tions in  the  making  of  fertilizers.  The  arguments  of  pyramiding  costs  and 
increasing  prices  and  stabilizing  prices  at  a  high  level  by  action  of  the  State, 
my  State  public  service  commissions,  has  always  been  a  haven  of  refuge  in 
keeping  the  price  up  where  it  is  now.  This  is  an  opportunity  to  see  whether 
the  price  can  be  lowered  to  the  ultimate  consumer.  I  don't  know  that  it  can 
be  lowered,  but  I  say  here  is  an  opportunity  to  lower  it  so  that  in  making 
fertilizers  the  farmer  will  get  a  materially  reduced  price. 

Q.  What  have  you  to  assure  you  or  your  organization,  Mr.  Gray,  that  Mr. 
Wheeler  will  be  able  to  build  this  plant  and  produce  and  sell  electric  energy 

at  a  lower  rate  than  any  other  person  he  might A.  That  is  a  question  that  I 

do  not  need  primarily  to  consider,  because  the  Federal  Power  Commission  will 
not  grant  him  either  the  permit  or  the  license  if  in  its  wisdom  it  is  satisfied 
he  can  do  those  things. 

Mr.  Keolly.  That  is  all. 

Secretary  Wilbub.  Does  anyone  else  desire  to  ask  Mr.  Gray  any  questions? 

By  Mr.  Pope: 

Q.  You  have  stated,  I  believe,  on  interrogation  by  Mr.  Kelly,  that  the  rate  to 
be  fixed  for  the  delivery  of  the  power  will  be  fixed  by  the  Montana  Public 
Service  Commission? — A.  Yes. 

Q.  You  understand  that  to  be  a  fact? — A.  Yes. 

Q.  If  that  is  so,  I  take  it  that  the  rates  to  be  charged  for  power  for  delivery 
to  the  consumer  will  not  enter  into  the  terms  of  the  proposed  permit  or  license? — 
A.  I  don't  know  what  the  public  service  commission  in  the  State  of  Montana 
might  say  relative  to  that  detail. 

Q.  In  other  words,  it  is  left  up  in  the  last  analysis  to  the  Montana  public 
service  commission  what  the  charges  shall  be  to  the  consumer  for  power  de- 
livered from  this  development? — A.  I  would  judge  so,  and  if  that  is  so,  I  pre- 
sume that  the  Commission  would  fix  the  same  charges  regardless  of  which 
company  received  the  license,  whether  it  be  Mr.  Wheeler  or  somebody  else. 

Q.  The  elements  which  will  determine  the  ultimate  price  of  this  power  will 
be  the  same  in  either  instance? — ^A.  Is  that  a  statement  or  a  question? 

Q.  I  am  asking  you  if  that  is  so. — A.  State  it  again,  please. 

Q.  If  the  public  service  commission  of  Montana  fixes  the  rate  to  be  charged 
to  the  consumer,  you  will  understand  that  they  would  fix  the  same  rate  regard- 
less of  who  received  the  license,  would  you  not  ? — A.  No. 

Q.  Why  do  you  reach  that  conclusion  that  it  would  make  a  difference  to  the 
Montana  public  service  commission  whether  Mr.  Wheeler  had  the  license  and 
was  making  the  development  or  whether  the  Rocky  Mountain  Power  Co.? — 
A.  The  most  powerful  thing  In  the  United  States  would  be  the  controlling 
factor — public  sentiment.  Let  me  answer  fully.  I  don't  know  whether  public 
sentiment  In  Montana  would  be  In  favor  of  the  Rocky  Mountain  Power  Co.  or 
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whether  it  would  be  in  favor  of  Mr.  Wheeler,  but  I  am  human  enough  to  believe 
that  if  Mr.  Wheeler's  application  is  granted  and  he  is  given  a  permit  and  later 
a  license  to  construct,  public  sentiment  would  be  in  favor  of  a  low  priced  power ; 
and  that  has  an  influence  on  the  determination  and  actions  of  any  elective  body. 
I  might  say  it  sometimes  has  been  said  to  have  had  an  influence  on  the  actions 
of  judicial  bodies. 

Q.  This  sentiment  in  favor  of  cheap  power  would  be  a  constant  factor,  would 
it  not,  regardless  of  who  had  the  license  and  who  was  developing  the  power? — 
A.  The  saving. 

Secretary  Wilbur.  The  sentiment  would  be  the  same  no  matter  who  had  the 
license?     Everybody  wants  cheap  power. 

The  Witness.  The  sentiment  would  be  the  same,  yes. 
By  Mr.  Pope: 

Q.  So  that  what  you  have  said  here  really  is  based  entirely  upon  the  proposi- 
tion of  getting  cheap  power?  That  is  the  prime  consideration  in  your  mind? — 
A.  I  have  so  stated  it,  yes  to  the  commission. 

Q.  And  all  the  factors  tending  to  create  that  cheap  power  and  fix  the  price 
that  will  ultimately  be  charged  the  consumer  will  be  the  same  regardless  of 
who  receives  this  license? — A.  I  would  judge  so. 

Mr.  Pope.  That  is  all. 

Mr.  Mr.  Forbes  : 

Q.  Mr.  Gray,  suppose  one  licensee  were  to  exaggerate  its  capital  investment 
in  order  to  justify  the  high  rates  charged  and  another  licensee  were  not  to 
exaggerate  its  capital  and  investment.  What  effect  would  that  have  upon  the 
rate-making  body? 

Mr.  Kelly.  To  which  we  object,  if  the  commission  please,  on  the  ground  that 
the  capitalization  upon  which  power  companies  are  permitted  to  earn,  under 
all  public  service  laws,  is  vitally  up  to  the  power  service  commission  itself, 
and  there  isn't  any  reason  to  suppose  that  one  applicant  or  the  other  will  have 
any  special  rights  or  privileges  in  the  exaggeration  of  its  capital  in  connection 
with  the  development  of  its  project. 

Secretary  Wilbur.  It  would  be  in  the  domain  of  the  State  power  commission. 
I  think  it  is  not  a  wise  question. 

By  Mr.  Scattergood: 

Q.  Isn't  it  a  fact  that  in  the  making  of  rates  the  companies  usually  file  the 
rates  and  then  the  public  service  commission  of  the  State  either  approves  of 
the  right,  or  in  case  of  a  rate  case  contest  will  amend  it?  Is  it  not  a  fact  that 
the  rate  is  first  made  by  the  public  service  commission  of  the  State? — A.  The 
rates  as  I  understand  it — pardon  me.     You  are  referring  to  hydroelectric? 

Q.  All  rates  are  made  by  the  companies  first,  are  they  not,  and  then  filed 
with  the  public  service  commission? — A.  Hydroelectric  rates — you  are  not  re- 
ferring to  freight  rates? 

Q.  No;  power  rates. — A.  They  are  made  by  the  State  public  service  com- 
mission, as  I  understand  it,  after  the  different  companies  interested  or 
corporations  interested  have  filed  their  information  with  the  public  service 
commission. 

Secretary  Wilbur.  They  file  their  rates,  do  they  not? 

The  Witness.  File  their  rates — pardon  me.  Their  information  is  in  the 
^hape  of  their  proposed  rates,  and  the  reasons  sustaining  those,  Mr.  Chairman. 

Secretary  Wilbur.  Any  other  questions? 
By  Mr.  Forbes  : 

Q.  You  haven't  any  knowledge  as  to  whether  or  not  if  the  permit  is  granted 
there  will  be  a  manufacturing  plant  for  the  purpose  of  manufacturing  super- 
phosphates or  all  fertilizers  established  at  this  point? — A.  I  am  informed  there 
will  be:  less,  Mr.  Commissioner,  I  would  not  have  the  reason  for  appearing 
before  the  Federal  Power  Commission  asking  them  to  give  serious  consideration 
to  a  proposal  which  contemplates  the  making  of  fertilizers. 

Secretary  Wilbur.  Any  other  questions? 

By  Mr.  Kelly: 
Q.  Who  so  informed  you,  Mr.  Gray? — A.  Mr.  Wheeler. 
Q.  Anybody  else? — A.  No. 

Q.  Did  he  tell  you  who  was  going  to  build  the  plant? — A.  No. 
Q.  Did  he  tell  you  whether  or  not  he  had  any  financial  backing  in  connection 
with  the  construction  of  such  plants? — A.  He  assured  me  it  was  ample. 

26465— 30— PT 10 13 


3456      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Q.  And  did  you  get  any  details  who  it  was  or  where  it  was  coming  from? — 
A.  No. 

Q.  How  often  have  you  talked  to  Mr.  Wheeler  about  this? — A.  Twice. 

Q.  Have  you  talked  to  the  Rocky  Mountain  Power  Co.  about  their  plants? — 
A.  No,  nor  any  other  power  company,  because  the  rates  of  power  from  the 
power  companies  do  not  permit  the  making  of  fertilizers  at  prices  which  will 
benefit  the  farmer  consumer.     I  have  found  that  in  10  years  of  experience. 

To  answer  your  question  more  fully:  The  people  in  the  power  companies — 
that  is,  in  the  regularly  established  power  companies  who  are  interlocked,  in 
a  way,  by  directors  or  otherwise  all  over  the  United  States  have  a  structure 
which,  if  they  break  down  in  giving  low  rates  for  making  fertilizer,  they 
have  got  to  break  that  rate  down  in  giving  low  rates  for  everybody,  and  they 
are  in  a  position  similar  to  these  Federal — I  mean  to  these  State  service  com- 
missions, so  that  is  the  power  people  begin  to  break  the  rates  down  in  one 
structure  they  pretty  nearly  have  to  break  it  down  all  along;  and  I  have  not 
yet  found  a  case  where  a  power  company  has  been  willing  to  give  a  rate  on 
hydroelectric! ty  cheap  enough  to  reflect  itself  in  these  fertilizers,  which  have 
to  be  made  cheaply  and  spread  over  the  soils  of  the  Nation. 

Secretary  Wilbur.  Anything  further,  Mr.  Kelly? 

Mr.  Kelly.  No. 

Secretary  Wilbub.  Anyone  else?    Thank  you,  Mr.  Gray. 

Now,  I  have  here  a  number  of  letters  which  I  should  like  to  read 
into  the  record. 

Senator  Wheeler.  What  are  they  in  reference  to  ? 

Mr.  Wheeler.  They  are  from  prospective  users  of  power. 

The  Chairman.  I  think  it  would  be  well  to  read  them  into  the 
record. 

Mr.  Wheeler.  This  letter  is  from  the  Federal  Phosphorus  Co. 
[reading] : 

Anniston,  Ala.,  July  24,  1929. 
Mt.  Walteb  H.  Wheeler,  Minneapolis,  Minn, 

Deae  Sib:  Referring  to  your  letter  of  July  13,  we  are  very  much  interested 
in  the  production  of  phosphoric  acid  under  the  conditions  you  mention.  We 
are  the  largest  producers  of  phosphoric  acid  by  the  electric-furnace  method 
in  this  country  and  we  expect  in  the  very  near  future  to  enter  the  fertilizer 
market.  We  would  appreciate  any  further  information  you  can  give  us  in 
regard  to  this. 

Yours  very  truly, 

Federal  Phosphorus  Co., 
C.  M.  .Tesperson,   Treasurer. 

Xow,  as  a  preliminary  statement  to  the  reading  of  these  letters,  I 
would  like  to  say  to  the  committee  that  I  have  devoted  practically 
my  entire  time  to  this  matter  for  the  last  year.  I  had  a  very  good 
practice  as  a  consulting  engineer.  I  practically  abandoned  that  to 
devote  my  time  to  this  because  of  the  encouragement  I  received  from 
industries  that  wanted  to  use  this  power,  and  because  I  felt  that  it 
was  entirely  feasible  and  practicable  to  carry  out  this  plan  if  I 
succeeded  in  getting  a  permit  for  the  development  of  the  sites.  I 
have  been  spending  my  money  and  time  on  it  because  I  so  thoroughly 
believed  in  it. 

Here  is  another  letter  from  the  Federal  Phosphorus  Co.  [reading]  : 

Anniston,  Ala.,  December  23,  1929. 
Mr.  Walter  H.  Wheeler,  Minneapolis,  Minn. 

Dear  Sib:  We  appreciate  very  much  the  information  carried  in  your  letter 
of  December  10.     This  will  possibly  be  of  interest  to  us  in  connection  with  the 
fertilizer  proposition.     We  are  still  working  on  the  report  on  this  situation  and 
hope  to  have  something  definite  to  advise  you  before  very  long. 
Yours  very  truly, 

Federal  Phosphorous  Co., 
C.  M.  Jesperson,  Treasurer. 
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Since  that  time  I  have  communicated  with  them  by  telephone 
several  times.     They  haven't  yet  completed  their  report. 

Here  is  a  letter  dated  February  11,  1930,  from  the  Davidson 
Chemical  Co.,  Baltimore,  Md.,  addressed  to  me  at  Minneapolis 
[reading]  : 

Baltimore,  Md.,  February  11,  1930. 

Mr.  Walter  H.  Wheei.eii,  Minneapolis,  Minn. 

Dear  Sir:  We  are  in  receipt  of  your  letter  of  February  10  inclosing  general 
information  regarding  your  Flathead  River  power  project,  relating  to  the 
possible  development  of  phosphate  rock  in  Montana. 

We  are  very  much  interested  in  this  information  and  although  it  may  be  a 
little  early  yet  for  our  investigation  in  this  district,  we  will  certainly  bear 
it  in  mind  and  will  be  very  glad  to  go  into  it  in  more  detail  later  on. 
Yours  very  truly, 

The  Davidson  Chemical  Co., 
E.  Heubeck. 

Here  is  a  letter  dated  August  15,  1929,  from  the  Mathieson  Alkali 
Works,  250  Park  Avenue,  New  York  City,  addressed  to  me  at  Min- 
neapolis [reading]  : 

The  Mathieson  Alkali  Works    (Inc.), 

New  York  City,  August  15,  1929. 
Mr.  AV alter  H.  Wheeler,  Minneapolis,  Minn. 

Dear  Sir:  I  wish  to  acknowledge  receipt  of  your  letter  of  August  13  which 
I   have  read  with   interest. 

I  will  take  this  matter  up  with  our  chief  chemical  engineer,  who  is  now  in 
Europe,  upon  his  return  to  the  States  the  early  part  of  September. 

We  are  very  familiar  with  the  operations  of  the  Federal  Phosphorus  Co.,  as 
they  are  one  of  our  most  valued  customers,  and  due  to  the  fact  that  we  are 
manufacturers  of  synthetic  ammonia  at  our  Niagara  Falls  plant,  w^e  are  quite 
familiar  with  the  phases  of  this  branch  of  fertilizer  manufacture. 

Pending  the  return  of  our  chief  chemical  engineer,  I  would  appreciate  it  if 
you  could  give  me  a  little  bit  more  information  as  to  your  hydroelectric  proposi- 
tion and  what  that  situation  is.  I  ask  this  in  view  of  the  fact  that  we  are 
in  touch  with  power  proposition,  especially  near  the  Pacific  Ocean  or  tidewater, 
and  I  would  Hke  to  know  something  about  this  power  proposition  of  yours, 
as  to  the  cost  per  horsepower  of  installation,  how  many  potential  horsepower, 
both  primary  and  secondary,  is  embraced  in  same. 

Awaiting  your  reply  with  interest,  I  remain,  very  truly  yours, 

E.  M.  Allen,  President. 

Since  that  time  I  have  been  in  frequent  conference  with  Mr.  Allen 
on  this  subject,  and,  as  I  told  you  yesterday,  at  my  last  conference 
with  him  he  told  me  they  had  completed  their  investigation  and  were 
ready  to  take*  up  the  matter  of  contract  wdth  me  whenever  I  got  this 
permit. 

Senator  Wheeler.  Would  Mr.  Allen  be  willing  to  come  down  to 
Washington  and  tell  the  Secretary  of  the  Interior  or  the  Federal 
Power  Commission  that  in  the  event  you  got  a  license,  and  he  could 
buy  the  power  from  you  at  $15 — that  is  your  price,  is  it  ? 

Mr.  Wheeler.  That  is  the  price  we  fixed. 

Senator  Wheeler.  Would  he  come  down  here  and  tell  the  Power 
Commission  or  tell  this  committee,  either  one,  that  in  the  event  you 
got  these  five  power  sites  he  could  go  ahead  and  make  a  contract  with 
you  ? 

Mr.  Wheeler.  No  ;  I  don't  think  that  he  would,  because  it  would 
not  be  good  business  for  any  man  to  say  that  he  would  give  me  a 
contract  until  I  have  a  permit  and  can  offer  him  a  definite  proposi- 
tion. 
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Senator  Wheeler.  It  seems  to  me  that  you  ought  to  be  able  to 
work  it  out  with  the  department,  if  he  really  would  come  down  here 
and  say,  "  If  Mr.  Wheeler  gets  this  permit  upon  a  certain  basis  I  will 
then  go  ahead  and  put  a  plant  out  there  and  operate  it."  Frankly, 
I  can't  understand  why  he  wouldn't -be  willing  to  do  that.  You  have 
made  him  a  price  of  $15  per  horsepower  per  year,  is  that  correct  ? 

Mr.  Wheelei{.  Yes. 

Senator  Wheeler.  Now,  if  you  could  get  it  for  a  figure  that  would 
ermit  you  to  make  a  reasonable  profit  on  that  basis,  why  wouldn't 
fr.  Allen  be  willing  to  say,  "  If  I  can  get  it  at  $15  per  horsepower, 
I  will  go  ahead  and  buy  the  power  from  you  "  ? 

Mr.  Wheeler.  Prior  to  appearing  at  this  hearing  I  had  a  con- 
ference with  Mr.  Allen,  several  conferences,  on  this  matter,  and  at 
his  suggestion  I  prepared  a  contract  for  the  sale  of  power  and  I 
submitted  that  contract  to  him  and  he  put  it  up  to  his  executive  com- 
mittee and  his  executive  committee  told  him  that  they  would  not  take 
any  position  on  that  contract  until  I  had  a  permit. 

Senator  Wheeler.  You  can  readity  see  from  that  the  difficulty  any 
one  would  meet  in  recommending  your  proposition,  until  they  knew 
that  you  would  be  able  to  go  ahead  with  it.  I  haven't  any  doubt 
but  what  you  are  honest  and  sincere  and  think  you  can  go  ahead 
with  it;  but,  on  the  other  hand.  I  hesitate  to  see  this  power  site  tied 
up  with  these  Indians  for  a  period  of  time  with  the  possibility  of 
your  falling  down  and  eventually  the  Indians  not  getting  anything 
out  of  it. 

Mr.  Wheeler.  Would  you  rather  see  it  tied  up  so  that  there  won't 
be  any  industrial  development  in  Montana?  That  is  what  would 
happen. 

Senator  Wheeler.  But,  on  the  other  hand,  assuming  that  you  are 
right,  if  your  proposition  fell  through,  the  Indians  wouldn't  get  any- 
thing out  of  it,  either. 

Mr.  Wheeler.  The  Montana  Power  Co.  might  be  there  50  years 
from  now. 

Senator  Wheeler.  They  might  not  want  it  50  years  from  now, 
they  might  not  want  it  2  years  from  now,  they  might  not  want  it  1 
year  from  now.  If  they  develop  their  other  sites  that  you  speak  of, 
and  get  all  the  power  that  they  want  from  these  other  sites,  then  it 
seems  to  me  there  wouldn't  be  any  incentive  for  them  to  go  ahead  and 
develop  this  site  unless  they  could  sell  the  power. 

Mr.  Wheeler.  Well,  there  won't  be  any  electrochemical  operation 
there  in  connection  with  these  power  companies.  And  without  hav- 
ing a  permit  I  am  not  in  a  position  to  make  a  contract. 

Here  is  a  letter  from  Swift  &  Co.,  dated  July  13,  1929  [reading]  : 

July  13,  1929. 
Mr.  Waltee  H.  Wheelee,  Minneapolis,  Minn. 

Dear  Sib:  We  acknowledge  receipt  of  your  letter  (•!  .Fuly  2  with  ictVrtnct' 
to  the  possible  use  of  large  blocks  of  primary  electric  power.  It  is  possible  we 
would  be  interested  in  the  purchase  of  current  for  the  manufacture  of  super- 
phosphate. We  would  therefore  like  to  have  you  advise  as  promptly  as  i)Ossible 
where  this  current  will  be  available.  The  process  we  have  in  mind  will  neces- 
sarily have  to  be  located  at  a  location  where  delivery  of  phosphate  rock  could 
be  secured  at  some  favorable  freight  rate. 
We  would  be  interested  in  having  a  reply  from  you  as  early  a^  possible. 
Yours  respectfully, 

Swift  &  Co., 
B.  C.  T. 
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Another  letter  from  Swift  &  Co.  dated  September  23,  1929  [read- 
ing] : 

Septembeb  23,  1929. 
Mr.  Walter  H.  Wheeler,  Minneapolis,  Minn. 

Dear  Sir:  We  acknowledge  receipt  of  your  letters  of  September  9  and  21, 
giving  various  information  on  the  power  situation  in  the  Flathead  Indian 
Reservation.  The  question  of  building  the  superphosphate  plant  is  still  under 
consideration  by  our  fertilizer  department.  As  soon  as  anything  definite  has 
been  determined,  we  will  be  very  glad  to  advise  you.  In  the  meantime  we  thank 
you  very  kindly  for  the  information  given. 
Yours  respectfully, 

Swift  &  Co., 
B.  C.  T. 

Here  is  another  letter  dated  July  31,  1929,  from  the  American 
Cyanamid  Co.  [reading] : 

American  Cyanamid  Co., 

New  Ym-k,  July  31,  1929. 
Mr.  Walte»  H.  Wheeler,  Minneapolis,  Minn. 

Dear  Sir:  Your  letter  of  July  2  has  been  referred  to  the  undersigned  but, 
on  account  of  absence  from  the  office,  has  not  been  replied  to  previously. 

Would  advise  that  we  are  interested  in  large  blocks  of  poWer,  particularly 
in  the  neighborhood  of  75,000  kilowatts,  and  if  there  is  any  information  that 
you  maj'  have  concerning  these,  we  would  be  very  well  pleased  to  receive  same, 
also  any  information  regarding  the  delivered  cost  and  analyses  of  raw  materials, 
which  are  limestone  and  coke.  Any  other  information  that  you  might  consider 
of  interest,  we  would  also  be  pleased  to  receive. 
Very  truly  yours, 

E.  D.  Mathey,  Electrical  Engineer. 

A  letter  dated  September  23,  1929,  from  the  Buhner  Fertilizer  Co. 
[reading]  : 

The  Buhner  Fertilizer  Co., 
Seymour,  Ind.,  September  23,  1929. 
Walter  H.  Wheeler. 

Minneapolis,  Minn. 
Dear  Sir:  We  have  your  letter  of  September  21,  but  will  have  to  lay  this 
matter  aside  for  several  weeks  before  giving  it  further  study  as  we  are  now 
in  the  heart  of  our  very  busy  shipping  season. 
Thanking  you  for  this  information,  we  are. 
Yours  very  truly, 

E.  J.  Buhner. 

Here  is  a  letter  from  George  A.   Hendrie,  consulting  engineer 
[reading]  : 

New  York  City,  October  1,  1929. 
Mr.  Walter  H.  Wheeler, 

Minneapolis,  Minn. 
Dear  Sir:  Wish  to  acknowledge  receipt  of  your  letter  of  September  27,  to- 
gether with  inclosure. 

Y'our  estimated  cost  for  this  development  covers  great  detail  and  indicates 
that  you  have  a  very  i)ossible  cheap  development 

Should  you  be  in  New  York  in  the  near  future,  I  should  be  glad  to  have  a 
talk  with  you. 

Yours  very  truly, 

G.  A.  Hendrie. 

Here  is  a  letter  from  Eohm  &  Hass  Co.,  manufacturers  of  chemi- 
cals, Philadelphia,  dated  September  20,  1929  [reading]  : 

Rohm  &  Hass  Co.   (Inc.), 
Philudelphia,  Pa.,  September  20,  1929. 
Mr.  Walter  H.  Wheeler, 

Mi^ineapolis,  Minn. 
Dear    Mr.    Wheeler:  We   beg   to    acknowledge    receipt    of   your    letters   of 
August  28   and   September  11.     We   are   studying   your   data    and   if   we   are 


I 


3460      SURVEY  OF  COXDITIOXS  OF  IXDIANS  IN  UNITED  STATES 

interested  in  your  proposition  we  will  be  glad  to  communicate  with  you  again. 
Yours  very  truly, 

Rohm   &   Hass   Co. 
O.   Hass. 

In  a  recent  conference  with  them  they  said  they  would  be  ready  to 
take  it  up  this  spring. 

Senator  Wheeler.  When  you  say  they  would  be  ready  to  take  it 
up,  you  mean  for  further  discussion  of  it  ? 

Mr.  Wheeler.  Yes;  that  they  will  have  their  plans  for  this  new 
operation  matured  to  a  point  where  they  will  be  ready  to  do  so. 

Here  is  a  letter  from  the  Anaconda  Copper  Miiiing  Co.,  dated 
Julv  26,  1929.  which  came  in  reply  to  a  letter  from  me  dated  Julv  13, 
1929. 

Now,  the  witnesses  for  the  Rocky  Mountain  Power  Co.  contended 
that  there  was  no  market  for  phosphate.  They  didn't  know  that  I 
had  this  letter,  but  this  letter  was  submitted  in  rebuttal  evidence 
[reading]  : 

Anaconda  Copper  Mining  Co.. 
Mitchell,  S.  Dak.,  July  26,  1929. 
Walter  H.  Wheeler,  Minneapolis,  Minn. 

Dear  Sir:  Your  letter  of  the  13th,  forwarded  to  me  from  Fargo,  hence  the 
delay. 

Your  letter  read  with  a  great  deal  of  interest,  and  am  sorry  that  I  am  unable 
to  answer  it  all.  Will  do  what  I  can  and  forward  same  to  our  Chicago  office 
for  further  answering. 

My  territory  now  covers  North  Dakota  and  South  Dakota — both  States — and 
just  opened  up  by  our  people  this  year.  Entirely  new  in  both  States  as  far 
as  any  real  attempt  to  push  the  use  of  phosphate  goes.  Tonnage  for  South 
Dakota  this  year  approximately  200  tons — and  North  Dakota  about  100  tons. 
However,  I  opened  up  Minnesota  for  the  company  in  1920  and  in  that  State 
we  now  have  a  very  good  business.  Just  what  the  tonnage  really  is  this 
past  year  I  do  not  know — but  as  an  indication  of  how  fast  it  grows  might 
sight  you  the  following  two  examples:  Martin  County  in  1920  handled  only 
40  tons  in  entire  county ;  in  1927,  they  shipped  in  440  tons  into  same  county. 
Polk  County,  Minn.,  handled  only  about  15  tons  in  1920,  while  last  year  they 
had  210  tons.  I  know^  of  one  county  in  Minnesota  where  they  figure  next  spring 
on  putting  a  40-ton  car  into  every  township. 

The  use  of  phosphate  in  any  of  these  Northwestern  States  is  still  very  much 
of  an  educative  one — more  so  really  than  a  sales  campaign.  The  experimental 
stations  are  very  conservative  in  their  statements  and  recommendations  but 
coming  out  more  openly  each  year.  For  instance,  South  Dakota  station  at 
Brookings  shows  that  for  every  $2.12  spent  per  acre  per  year  for  phosphate  that 
they  received  a  gross  return  of  $9.11  per  acre  per  year  from  phosphate.  This,  as 
.vou  see,  means  practically  $9  return  per  acre  per  year  from  each  $2  invested 
in  phosphate.  The  station  has  20-year  records  and  these  figures  are  the 
average  of  20  years.  This  is  a  most  wonderful  result  and  should  wake  them 
up,  but  I'll  venture  to  say  that  I  have  talked  more  phosphate  and  put  out  more 
literature  as  well  as  more  of  their  figures  than  they  have.  Lack  of  funds,  I 
presume,  limits  what  they  can  do.  Doctor  Hume  at  Brookings  is  certainly 
sold  on  the  use  of  phosphate,  and  if  he  could,  would  push  it  much  faster,  I  am 
sure.  Montana  uses  but  little  phosphate  as  yet  except  in  the  sugar  beets  and 
not  much  even  here.  Will  be  sometime  in  using  phosphate.  We  are  selling 
in  Wisconsin,  North  Dakota,  South  Dakota,  Iowa,  Wyoming,  and  Minnesota. 
Expect  to  open  up  Nebraska  and  Kansas  shortly.  Amount  of  phosphate  used 
in  these  States  at  present  time  very  small,  but  do  not  know  what  tonnage  is. 
Wisconsin  and  Iowa  use  quite  a  bit. 

You  ask  if  double  superphosphate  could  be  manufactured  for  around  $40 
per  ton  by  an  electric  proc^^ss  in  western  Montana  if  there  would  be  a  profitable 
market  for  it  in  the  said  Northwestern  States.  I  presume  by  double  phosphate 
you  mean  phosphate  containing  about  40  to  46  per  cent  available  phosphoric 
acid.  Our  price  this  year  is  $58.88  per  ton  for  46  per  cent  phosphate.  As 
to  our  manufacturing  costs  I  do  not  know.  Freight  in  40-ton  cars  from  Ana- 
conda runs  about  $320-$350  per  car  to  Minnesota  and  South  Dakota  points. 
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Selling  expense  is  necessarily  high  because  of  comparative  small  volume.     Our 
sales  are  all  for  cash  bill  of  lading  attached  to  sight  draft. 

I  feel  this  way — that  the  demand  for  phosphate  is  going  to  increase  greatly — 
I  believe  that  where  I  sold  only  about  200  tons  in  South  Dakota  this  tirst 
year  that  it  would  not  surprise  me  to  sell  500  tons  next  year.  Thereafter  it 
is  not  surprising  to  see  single  counties  alone  using  as  much  as  this.  I  believe 
that  it  will  not  be  long  until  phosphate  will  be  generally  used  by  all  good 
progressive  farmers.  It  takes  time  to  educate  them,  but  in  the  long  run  the 
tonnage  will  surely  pay. 

As  stated  before,  I  can  not  answer  all  of  your  questions,  but  am  interested 
in  your  letter.  Am  forwarding  it  to  our  Chicago  office — Mr.  Lee  Vanderlinden — 
for  further  reply.  It  might  perhaps  be  as  well  for  you  to  write  him  also 
direct — Lee  Vanderlinden,  2037  Conway  Building,  111  West  Washington  Street, 
Chicago,  111.,  care  of  Anaconda  Copper  Mining  Co.  I  should  certainly  enjoy 
having  a  talk  with  you  about  this;  when  I  happen  to  be  in  the  Twin  Cities 
next  will  look  you  up. 

Yes,  undoubtedly — cheaper  phosphate  would  be  a  great  help  to  middle  west- 
ern agriculture  and  would  hasten  their  use.  Our  price  is  based  on  $1.28  per 
unit  retail. 

It  might  be  best  not  to  mention  to  Mr.  Vanderlinden  that  I  replied  to  your 
letter  as  sometimes  they  object  to  our  replying  to  similar  inquiries,  since  they 
prefer  to  do  this  from  their  Chicago  office.  To  sum  up  your  inquiry,  cheaper 
phosphate  will  help  in  the  Northwestern  States  and  tonnage  will  be  satisfac- 
tory am  sure  if  one  does  not  expect  too  much  the  first  few  years. 
Yours  truly, 

L.  M.  BoxD. 


July  13,  1929. 
Mr.  L.  M.  Bond, 

Fargo,  N,  Dak. 
Dear  Sib:  I  am  informed  by  Mr.  Nesom  of  the  division  of  soils,  Minnesota 
Agricultural  College,  that  you  can  probably  tell  me  the  approximate  number  of 
tons  of  phosphate  fertilizer  used  per  annum  in  the  Northwestern  States. 

I  am  particularly  interested  in  learning  what  market  there  is  for  double 
superphosphate  per  annum  in  the  Northwestern  States,  including  Washington, 
Oregon,  Idaho,  Utah,  Montana,  Wyoming,  and  North  and  South  Dakota, 
Nebraska,  Iowa,  Minnesota,  and  Wisconsin. 

If  double  superphosphate  could  be  manufactured  by  the  electric  process  in 
western  Montana  for  a  cost  around  $40  per  ton,  could  it,  in  your  opinion,  be 
marketed  at  a  profit  in  the  said  Northwestern  States  or  would  it  be  a  material 
aid  to  northwestern  agriculture  if  the  cost  of  prosphate  fertilizers  in  this 
section  of  the  United  States  could  be  materially  reduced? 
Yours  very  truly, 

Walter  H.  Wheeler. 

Here  is  a  letter  from  the  Aluminum  Co.  of  America,  dated  October 
19,  1929  [reading]  : 

Aluminum  Co.  of  America, 
Pittsburgh,  Pa.,  October  19,  1929. 
Mr.  Walter  H.  Wheeler, 

Minneapolis,  Minn. 
My  Dear  Mr.  Wheeler:  Pursuant  to  my  letter  of  October  17th,  I  showed 
your  letter  dated  October  1  to  one  of  our  vice  presidents  familiar  with  the 
products  of  the  Mineral  Products  Corporation  of  Marysvale,  Utah,  and  he 
informed  me  that  we  are  not  interested  in  such  products.  If  you  can  secure 
a  sample  of  bauxite  from  the  Montana  deposits,  I  would  like  very  much  to  get 
it — in  fact,  if  we  could  locate  a  large  deposit  of  satisfactory  bauxite  in  Mon- 
tana, it  would  very  likely  change  our  whole  attitude  toward  your  Flathead 
project. 

Thanking  you  very  kindly  for  writing  me  in  this  connection,  and  with  best 
regards,  I  remain, 

Very  truly  yours, 

James  W.  Rickey. 
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Here  is  a  letter  from  Evans- Wallower  Lead  Co.,  Ncav  York,  dated 
July  8,  1929  [reading]  : 

Evans-Walloweb  Lead  Co., 
New  York,  N.  Y.,  July  8,  1929. 
Mr.  Walter  H.  Wheeler, 

Miwieapolis,  Minn. 
Dear  Sir:  Your  letter  of  July  2,  addressed  to  our  Charleston  oflace  was  for- 
warded to  me  for  attention.  If  power  at  the  price  and  in  capacity  as  you  men- 
tion were  available  in  the  United  States,  it  would  be  exceedingly  interesting 
to  us,  especially  on  account  of  the  lead  and  zinc  ores  in  the  immediate  neighbor- 
hood. We  presume  that  it  is  located  in  Canada,  however,  and,  if  so,  we  are 
not  particularly  interested  at  this  time.  We  would  be  gratified  to  have  you  send 
us  such  further  information  as  you  feel  you  can  properly  submit. 
Very  truly  yours, 

E.  Z.  Wallower,  President. 

Here  is  a  letter  from  the  American  Smelting  &  Refining  Co.,  dated 
January  31,  1928  [reading]  : 

American  Smelting  &  Refining  Co., 

New  York,  January  31,  1928. 
Mr.  Walter  H.  Wheeler, 

Minneapolis,  Minn. 
Dear  Sir:  Referring  to  yours  of  24th  instant,  in  relation  to  proposed  power 
development  on  the  Flathead  River  in  Montana,  the  only  one  of  our  properties 
which  could  very  well  be  reached  from  that  point  is  East  Helena,  where  the 
average  consumption  at  the  present  time  is  approximately  2,000  horsepower. 
This  is  being  purchased  on  open  schedule,  and,  if  you  can  materially  better 
the  now  existing  rates,  with  which  you  are  doubtless  familiar,  we  would  be 
pleased  to  give  the  subject  further  consideration.  At  that  plant  we  would  have 
no  use  for  off-peak  power. 

We  occasionally  have  under  consideration  some  project,  the  successful  out- 
come of  which  is  dependent  upon  cheap  power  rather  than  the  exact  location 
of  the  plant,  and  in  that  connection  it  would  be  interesting  to  know  what  rates 
you  expect  to  be  able  to  make  for  both  ou-i)eak  and  off-peak  power  in  blocks 
of  say,  5,000  kilowatts,  up  to  a  possible  maximum  of  25,000  kilowatts. 

If  you  are  in  a  position  to  furnish  such  infoi*mation,  I  would  be  pleased  to 
have  it  in  my  files  for  future  reference. 
Very  truly  yours, 

H.  W.  York. 

Here  is  a  letter  from  the  Mountain  States  Power  Co.  dated  Sep- 
tember 25,  1929  [reading]  : 

Mountain  States  Power  Co., 

Albany,  Or  eg.,  September  25,  1929. 
Mr.  Walter  H.  Wheeler, 

Minneapolis,  Minn. 
Dear  Sir:  Reference  is  made  to  your  letter  of  September  18  addressed  to 
our  company,  to  Mr,  MacDonald,  Kallspell,  Mont.,  making  inquiry  as  to  our 
interest  in  a  proposition  to  purchase  energy  from  a  proposed  hydro  plant  on 
the  Flathead  River,  on  the  basis  of  one-fourth  cent  per  kilowatt-hour  for 
continuous  prime  ijower. 

I  wish  to  advise  that  we  would  be  interested  in  securing  the  power  if  this 
plant  is  constructed.  As  to  the  quantity  of  power  which  we  might  use,  I  am 
somewhat  in  doubt  at  present.  Our  present  load  is  in  the  neighborhood  of 
2,000  kilowatts,  but  we  will,  of  course,  in  some  way  have  to  provide  facilities 
for  normal  increase  and  also  a  source  of  stand-by  for  our  entire  requirements. 
Whenever  your  plans  are  far  enough  advanced  we  would  be  pleased  to  hear 
from  you  further  regarding  this  matter. 
Very  truly  yours, 

Z.  E.  Mkrrill, 
Assistant  General  Manager. 

Senator  Wheeler.  They  have  power  plants  out  there,  themselves, 
haven't  they? 
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Mr.  Wheeler.  But  they  have  reached  their  maximum  capacity. 
Here  is  a  letter  from  the  Ludlum  Steel  Co.  dated  July  6.  1929 
[reading]  : 

Ludlum  Steel  Co., 
Watervliet,  N.  Y.,  July  6,  1929. 
Mr.  Walter  H.  Wheeler, 

Minneapolis,  Minn. 
Dear  Sir:  In  reference  to  your  letter  of  the  2d  instant,  we  would  be  very- 
pleased  to  receive  any  further  data  which  you  have  concerning  raw  materials 
and  low-cost  power. 

We  are  rather  heavy  users  of  electrical  energy  due  to  the  fact  that  we  process 
our  entire  product  from  melting  through  rolling  operations  by  the  use  of 
electricity  and  are  contemplating  a  large  increase  in  our  facilities,  therefore 
any  details  which  you  can  give  us  on  raw  material  used  in  normal  steel 
production  operations,  omitting  the  consideration  of  blast  furnaces,  will  be 
helpful. 

Yours  very  truly, 

A.  K.  Martin,  General  Superintendent. 

Here  is  a  letter  from  the  C.  F.  Burgess  Laboratories  (Inc.),  Mad- 
ison, Wis.,  dated  September  4,  1929  [reading]  : 

Madison,  AVis.,  Septeniber  4,  1929. 
Mr.  Walter  H.  Wheeler,  Minneapolis,  Minn. 

Dear  Sir  :  In  reply  to  your  letter  of  August  22,  our  laboratories  have  under 
development  a  project  which  will  require  electrical  energy  and  I  am  interested 
to  learn  more  of  the  location  referred  to  in  your  letter  of  August  22.  It  may 
be  that  your  location  is  such  that  it  could  be  utilized  by  us  provided  freight 
and  other  considerations  were  satisfactory. 
Very  truly  yours, 

C.  F.  Burgess  Laboratories  (Inc.), 
By  H.  F    Weiss. 

This  is  a  letter  from  the  Montana  State  Farm  Bureau,  dated 
October  19,  1929  [reading]  : 

Montana  State  Farm  Bureau, 
Moccasin,  Mont.,  October  19,  1929. 

Mr.  Walter  H.  Wheeler,  Minneapolis,  Minn. 

Dear  Sir:  I  am  in  receipt  of  your  letter  of  September  18  in  reference  to  the 
Flathead  River  power  sites  and  wish  to  say  that  I  would  be  very  glad  to  see 
a  company  such  as  you  represent  obtain  the  power  site.  Montana  needs  per- 
haps more  than  anything  else  some  real  competition  in  the  matter  of  electric 
power  and  it  would  be  of  immense  benefit  to  our  State  to  have  some  other 
company  develop  this  power  site. 

I  have  not  the  funds  to  attend  the  public  hearing  in  Washington,  but  I 
c-hall  write  the  members  of  the  Federal  Powder  Commission  and  also  Joseph 
M.  Dixon,  of  Montana,  no  Assistant  Secretary  of  the  Interior,  expressing  my 
views  on  the  subject.  If  I  can  be  of  any  further  service  in  the  interests  of 
your  cause  kindly  command  me. 
Yours  very  truly, 

C.  W.  Strawman. 

Now,  I  have  followed  up  these  letters  w^ith  personal  contacts  with 
these  people.  I  have  been  in  frequent  conference  with  a  number  of 
them,  and  they  are  very  keenly  interested  in  the  proposition.  They 
have  carried  on  investigations  to  satisfy  themselves  that  it  is  a 
feasible  proposition.  I  have  gone  as  far  Avith  them  as  I  can  go  until 
I  get  a  permit. 

Senator  Wheeler.  Of  course,  all  these  letters  show  is  that  you 
have  been  endeavoring  to  interest  people  in  the  project,  in  the  event 
that  you  get  the  permit. 

Mr.  Wheeler.  They  show  a  keen  interest  in  the  project,  and,  as  I 
say,  I  have  followed  it  up  with  personal  consultation.    Naturally,  I 
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don't  want  to  go  into  all  the  details  of  mj^  negotiations  with  these 
people,  but  they  are  ready  to  do  business  as  soon  as  I  have  a  permit. 
Now,  in  regard  to  financing,  I  have  here  a  letter  dated  January  20, 
1930,  addressed  to  me  in  care  of  Forbes  &  Daniels,  attorneys,  Wash- 
ington, D.  C,  from  E.  H.  Rollins  &  Sons  [reading] : 

E.  H.  Rollins  &  Sons, 
New  Yorh,  January  20,  1930. 
Mr.  Wajlter  H.  Wheeler,  Washinffton,  D.  C. 

Dear  Mr.  Wheeler:  I  returned  to  my  office  last  week  and  find  your  letter 
of  the  13th,  for  which  I  thank  you. 

From  Lake  Placid  I  sent  you  the  following  telegram : 

"  It  is  our  understanding  that  proposed  Flathead  River  development  is  in- 
tended to  supply  electric  service  to  communities  and  industries  not  now  served 
by  any  other  electrical  utility  company,  and  thus  will  not  cause  duplication 
of  investment,  although  such  Flathead  development  may  wholesale  power  to 
other  electrical  utilities  in  the  territory.  Based  upon  that  understanding  we 
would  judge  the  merits  thereof  and  consider  its  financing  independent  of  any 
other  public-utility  interest  which  for  any  reason  might  be  opposed  tp  its 
construction." 

I  trust  this  reached  you  and  served  your  purpose. 

I  will  explain  there  that  the  telegram  was  sent  in  answer  to  Mr. 
Scattergood's  question  as  to  whether  I  would  be  able  to  finance  it. 

Senator  Wheeler.  They  don't  say  that  they  would  finance  it  except 
under  certain  conditions. 

Mr.  Wheeler.  I  haven't  finished  reading  the  letter  [continuing 
reading]  : 

You  will  recall  that  we  had  some  correspondence  in  regard  to  the  matter  of 
going  on  record  with  you  in  Washington  on  this  business,  and  while  we  do  not 
want  to  be  too  technical,  I  would  appreciate  it  if  you  would  write  us  to  the 
effect  that  we  have  some  preferential  position  in  the  situation  as  bankers, 
since  we  are  quite  willing  to  contribute  what  we  can  to  the  success  of  your 
own  problems. 

I  will  be  very  glad  to  be  advised  from  time  to  time  as  to  your  progress. 
Yours  very  truly, 

Thomas  J.  Walsh,  Vice  President. 

Now,  I  have  also  had  frequent  conferences  with  them  on  this  sub- 
ject, and  they  have  been  advising  me  on  it. 

I  have  some  telegrams  which  I  also  want  to  put  into  the  record. 
This  one,  addressed  to  Forbes  &  Daniels,  was  received  at  the  time  of 
the  hearing  [reading]  : 

Minneapolis,  Minn.,  October  29,  1929. 
Forbes  &  Daniels,  Washington,  D.  C: 

I  have  known  Walter  H.  Wheeler,  engineer,  of  this  city  for  many  years  and 
know  much  of  the  large  engineering  work  which  he  has  handled.  Knowing 
Mr.  Wheeler  as  I  do,  I  have  no  hesitation  in  stat'ng  that  he  will,  in  my  opinion, 
be  able  to  carry  through  this  project  successfully,  should  the  Federal  Power 
Commission  grant  permit  and  license  to  him.  Mr.  Wheeler  is  acknowledged 
as  one  of  the  outstanding  leaders  of  the  engineering  profession  in  the  Northwest. 
A  man  of  unquestioned  ability  and  integrity. 

A.    C.    GODWARD, 

Executive  Engineer,  the  Minneapolis  Committee. 


This  is  another  telegram,  dated  October  29,  1929,  also  addressed  to 
Forbes  &  Daniels  [reading] : 

Minneapolis,   Minn.,   October  29,  1929. 
FoBBES  &  Daniels,  Washington,  D.  C: 

Having  been  personally  acquainted  with  Mr.  Walter  H.  Wheeler,  consulting 
engineer,  of  Minneapolis,  and  associated  with  him  on  public  works  for  a  iM'ri»)d 
of  many  years,   I  can   without  reservation  express  my   belief  in   his   ability 
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to  complete  satsfactorily  Flathead  River  power  project  for  which  he  is 
now  requesting  a  permit.  Close  association  with  Mr.  Wheeler  has  demon- 
strated his  integrity  and  ability  and  in  addition  that  he  has  the  confidence  and 
support  of  the  community. 

Orviixe  E.  Johnson, 
Hermepin  County  Good  Roads  Association. 

Another  telegram  of  the  same  date,  also  from  Minneapolis,  ad- 
dressed to  Forbes  &  Daniels  [reading]  : 

Minneapolis,  Minn.,  October  29,  1920. 
Forbes  «S:  Daniels,  Washington,  D.  C: 

I  have  gone  into  the  matter  of  the  proposed  water-power  development  on 
Flathead  River  in  Montana  with  Walter  H.  Wheeler,  engineer,  of  this  city, 
in  considerable  detail.  I  have  also  discussed  it  with  large  investment  houses. 
I  know  Mr.  Wheeler's  ability  and  reputation  as  an  engineer,  and  it  is  my 
opinion  that  if  the  Federal  Power  Commission  issued  a  preliminary  permit 
to  him  he  will  have  no  difficulty  in  financing  the  preliminary  work  necessary 
to  make  application  for  a  license  and  that  he  will  be  able  to  quickly  sell 
enough  power  to  industries  at  $15  per  horsepower-year  to  enable  him  to  finance 
and  carry  through  the  development. 

C.  A.  Fuller, 
Manager  Bond  Department,  Metropolitan  National  Bank. 

Another  telegram  dated  October  29,  1929,  from  Joseph  Chapman, 
director  of  the  Great  Northern  (reading]  : 

Minneapolis,  Minn.,  October  29,  1929. 
Forbes  &  Daniei.s,  Washington,  D.  C: 

Mr.  Walter  H.  Wheeler,  who,  I  understand,  is  applying  for  certain  Federal 
Power  permits  in  Montana,  has  in  past  years  been  associated  with  us  in  the 
capacity  of  consulting  engineer  and  I  do  not  hesitate  to  assert  as  my  opinion 
that  he  is  competent  to  carry  out  this  project  which  is  now  under  consideration. 

Joseph  Chapman. 

Another  telegram  from  Minneapolis,  dated  October  29,  1929 
[reading]  : 

Minneapolis,  Minn.,  Octoder  29,  1929. 
Forbes  &  Daniels, 

Kellogg  Building,  Washington,  D.  C: 
Mr.   Walter   H.   Wheeler,   who   is   applying  for   Federal   power   permit   and 
license  on  Flathead  River,  has  a  record  for  professional  and  civic  service  in 
this  community  which  satisfies  me  that  he  will  without  doubt  be  able  to  carry 
out  successfully  any  project  which  he  states  he  can  accomplish. 

Wm.  F.  Kunze,  Mayor. 

And  here  are  two  other  telegrams  of  the  same  date  [reading]  : 

Minneapolis,  Minn.,  October  29,  1929. 
Forbes  &  Daniels, 

Kellogg  Building,  Washington,  D.  C: 
I  have  known  Mr.  Walter  H.  Wheeler,  whom  I  understand  has  an  application 
pending  covering  a  proposal  to  develop  the  Flathead  River  power  project,  for 
a    number    of.  years.     Mr.    Wheeler's    record    of    accomplishments,    civic    and 
professional,  give  me  utmost  confidence  in  his  ability,  honesty,  and  integrity. 

A.  R.  Rogers. 


Minneapolis,  Minn.,  October  29,  1929. 
Daniel  R.  Forbes, 

408  Kellogg  Building,  Washington,  D.  C: 
Have  known  Walter  H.  Wheeler  engineer  of  this  city  a  number  of  years. 
His  personal  standing  here  is  excellent.  From  information  furnished  me  by 
him  I  believe  he  will  be  able  to  finance  the  preliminary  work  necessary  to 
apply  for  license.  If  granted  him,  he  will  be  able  to  finance  the  construction 
and  market  the  power. 

F.  M.  Prince,  Fii'St  Xatiotml  Bank. 
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Senator  Wheeler.  Those  telegrams  are  simply  recommendations 
of  you? 

Mr.  Wheeler.  Yes.  sir;  but  the  telegrams  from  Mr.  Fuller  and 
Mr.  Prince  indicate  that  I  would  be  able  to  finance  it. 

Senator  Wheeler.  Those,  Mr.  Wheeler,  are  just  opinions,  they 
don't  finance  it ;  they  say,  in  their  opinion,  you  will  be  able  to  finance 
it.  You  submitted  those  telegrams  to  the  Federal  Power  Commis- 
sion, did  you? 

Mr.  Wheeler.  I  submitted  them  to  the  Federal  Power  Commission. 

The  Chairman.  You  mean  at  the  hearing? 

Mr.  Wheeler.  Yes,  sir. 

Senator  Wheeler.  Have  you,  Mr.  Wheeler,  at  this  time  any  finan- 
cial arrangement  so  that  if  you  were  given  a  license  you  could  start 
in  during  the  next  60  days  or  the  next  6  months  to  build  a  power 
plant  there? 

Mr.  Wheeler.  Well,  before  we  can  do  anything  along  that  line 
we  would  have  to  prepare  our  plans  and  make  our  application  for  a 
license,  and  we  are  ready  to  start  that  work  immediately. 

Senator  Wheeler.  That  isn't  the  question  I  asked  you. 

Mr.  Wheeler.  The  Mathiesen  Alkali  Co.,  as  I  told  you,  are  ready 
to  take  the  matter  up  immediately  and  make  a  contract. 

Senator  Wheeler.  They  don't  say  they  will  make  a  contract. 

Mr.  Wheeler.  Providing  the  terms  are  satisfactory,  of  course. 

Senator  Wheeler.  Well,  providing  everything  else  is  satisfactory. 

Mr.  Wheeler.  They  have  investigated  the  other  phases  of  it. 

Senator  Wheeler.  What  have  they  investigated  ? 

Mr.  Wheeler.  They  have  studied  the  chemical  situation,  the  situ- 
ation as  to  raw  materials,  market,  and  so  on. 

Senator  Wheeler.  But  they  w^ouldn't  be  willing  to  come  down 
here  and  say  to  the  committee,  or  say  to  the  Secretary  of  the  In- 
terior, that  they  would  be  willing  to  go  ahead  and  enter  into  a 
contract  with  you  providing  you  get  the  power  site  so  that  you  could 
sell  the  power  to  them  at  $15  per  horsepower? 

Mr.  Wheeler.  Prior  to  the  hearing,  Mr.  Allen  told  me  that  his 
executive  committee  refused  to  sign  a  contract  at  that  time.  He  told 
me  that  if  a  member  of  the  Power  Commission  would  call  him  up 
he  would  confirm  his  statement  to  me  and  his  interest  in  this  matter. 
Now,  the  attorney  for  the  Rocky  Mountain  Power  Co.  sent  a  tele- 
gram to  Mr.  Allen  reporting  to  him  my  testimony,  and  Mr.  Allen 
replied  without  denying,  as  I  recall  it,  anything  in  my  testimony  as 
to  my  relations  with  the  company,  except  that  he  stated  he  didn't 
authorize  anybody  to  speak  for  them. 

Senator  Wheeler.  Mr.  Chairman,  I  don't  know  whether  you  would 
have  the  authority  or  not.  but  I  think  it  might  be  pertinent  to  issue 
a  subpoena  to  Mr.  Allen  asking  him  to  come  down  here  and  testify 
before  this  committee.  If  we  are  to  go  into  this  question  and  the 
committee  is  to  decide  who  is  going  to  get  the  permit,  we  ought  to 
have  all  the  facts. 

The  Chairman.  That  will  be  considered  later  on. 

Mr.  Wheeler.  Mr.  Allen's  company  is  not  the  only  one  that  is 
seriously  interested  in  the  matter. 

Senator  Wheeler.  I  mean  lo  Ix'  perfectly  frank  and  fair  about 
it.  but  at  the  present  time  you  have  nothing  definite  and  ;ill  you  want 
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is  a  preliminary  permit  so  that  you  can  go  out  and  float  a  company 
to  take  over  this  proposition. 

Mr.  Wheeler.  Well,  under  the  law.  Senator,  you  must  remember 
that  the  purpose  of  the  preliminary  permit  is  to  give  the  applicant 
time  in  which  to  perfect  his  arrangements. 

Senator  Wheeler.  The  purpose  or  intent  of  the  law  is  not  to  issue 
a  permit  and  tie  up  the  sites  three  years  so  as  to  allow^  somebody  to 
attempt  to  float  the  proposition.  That  isn't  the  intent  of  the  law, 
it  isn't  the  purpose  of  the  law\ 

Mr.  Wheeler.  This  is  w^hat  the  law  says 

Senator  Wheeler  (interrupting).  I  know  what  the  law  is,  you 
don't  need  to  read  it.  It  isn't  the  purpose  to  turn  the  Indian  prop- 
erty over  to  somebody  for  a  period  of  time  to  let  him  go  out  and  see 
if  he  can  float  it.  The  purpose  of  a  preliminary  permit  is  to  allow 
him  to  make  a  survey  and  complete  his  other  arrangements. 

^Ir.  Wheeler.  Under  your  view  of  it.  Senator  Wheeler,  as  I  under- 
stand it,  you  will  never  get  anybody  to  go  into  Montana  and  com- 
pete with  the  Montana  Power  Co.  The  law  doesn't  intend  that  I 
shall  come  in  when  applying  for  a  preliminary  permit  and  make  the 
same  showing  now  as  if  I  were  applying  for  a  license.  That  is  what 
you  are  asking  me  to  do. 

Senator  Wheeler.  I  may  say,  in  my  judgment,  you  are  as- 
suming  

Mr.  Wheeler  (interrupting).  Do  you  want  competition  in  Mon- 
tana, or  don't  you? 

Senator  Wheeler.  Of  course  I  do. 

Mr.  Wheeler.  You  don't  talk  as  though  you  do. 

Senator  Wheeler.  But  I  don't  want  it  from  some  one  who  is  just 
a  promoter  and  tie  up  the  Indian  property  for  two  or  three  years, 
and  then  let  the  Indians  out  in  the  cold. 

Mr.  Wheeler.  Is  that  what  I  am — a  promoter  ? 

Senator  Wheeler.  Certainly  you  are  a  promoter.  That  is  what 
you  are  trying  to  do. 

Mr.  Wheeler.  Do  you  expect  me  to  pay  down  the  money  now? 
What  does  the  Montana  Power  Co.  present? 

Senator  Wheeler.  I  don't  know  what  they  present. 

Mr.  Wheeler.  They  haven't  presented  a  definite  proposition  at 
all,  neither  have  they  presented  a  definite  arrangement  for  financ- 
ing it. 

Senator  Wheeler.  I  am  assuming,  however,  that  the  commission, 
when  they  issue  this  permit,  or  license,  w^ould  require  them  to  go 
ahead  and  develop  the  power  site,  and  develop  it  immediately,  and 
that  they  are  not  going  to  tie  it  up  for  any  great  length  of  time. 
So  far  as  I  am  concerned,  I  would  be  delighted  to  see  it  developed, 
and  I  wdsh  you  had  something. 

Mr.  Wheeler.  I  know  that  none  of  the  power  companies  wiU 
go  into  each  other's  territory  and  attempt  to  prepare  plans  or 
build  a  plant. 

Senator  Wheeler.  You  don't  know  that  that  is  true  ? 

Mr.  Wheeler.  I  can  tell  you  that  that  is  true,  that  none  of  these 
power  companies  will  go  into  another  company's  territory. 

Senator  Wheeler.  The  only  way  you  are  going  to  get  it  is  by 
somebody  going  out  and  floating  the  proposition. 
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Mr.  Wheeler.  They  gave  the  Electric  Bond  &  Share  Co.  a  permit 
for  seven  years  and  they  didn't  do  anything. 

The  Chairman.  It  seems  to  me,  according  to  your  statement, 
Senator  Wheeler,  the  only  chance  open  for  anybody  to  go  in  there 
and  develop  would  be  for  some  big  power  company  that  is  in  the 
business. 

Senator  Wheeler.  Do  you  want  the  Indian  property  tied  up  there 
for  a  number  of  years  ?  These  Indians  are  interested  in  developing 
it.  Do  you  want  them  to  tie  it  up  with  some  promoter  to  try  to 
peddle  it  around  for  two  or  three  years  ? 

The  Chairman.  That  isn't  the  proposition  at  all. 

Senator  Wheeler.  Yes ;  that  is  the  proposition,  and  nothing  else. 
I  am  not  willing,  and  I  think  I  am  as  much  interested  in  the  Flat- 
head Indians  as  anybody  is  and  have  fought  for  them  as  hard  as 
anybody  has — I  am  not  willing  to  have  some  promoter  tie  up  their 
property  two  or  three  years.  If  Mr.  Wheeler  can  show  some  definite 
contract  whereby  he  can  go  ahead  and  develop  that  property,  I 
would  be  perfectly  willing  to  go  on  record  and  say  that  the  Power 
Commission  should  give  him  a  permit. 

Mr.  Wheeler.  But  you  are  willing  that  the  Montana  Power  Co. 
should  tie  up  these  sites  with  68,000  horsepower,  when  they  are 
capable  of  214,000  horsepower. 

Senator  Wheeler.  That  isn't  true.  That  isn't  what  they  are  pro- 
posing to  do.     The  statement  that  you  just  made  isn't  true. 

Mr.  Wheeler.  Are  they  proposing  to  develop  more  than  one  site? 

Senator  Wheeler.  AVhy,  Mr.  Scattergood  just  told  you  a  moment 
ago  that  whoever  took  the  first  site  would  develop  it  at  150,000 
horsepower. 

Mr.  Wheeler.  But  they  won't  develop  sites  2,  3,  4,  and  5. 

Senator  Wheeler.  That  isn't  true.     It  isn't  a  correct  statement. 

Mr.  Wheeler.  It  is  true,  according  to  the  record  in  this  case. 

Senator  Wheeler.  Mr.  Scattergood  just  stated  to  you  that  they 
have  applied  for  a  preliminary  permit  for  the  other  four  sites.  The 
Power  Commission  can  require  them  to  develop  the  other  four  sites. 

The  Chairman.  Oh,  no — how  can  they  require  them  to  do  it  ? 

Senator  Wheeler.  They  can  take  back  the  power  sites  any  time 
they  want  them. 

The  Chairman.  If  it  isn't  proper  now  to  develop  them,  how  can 
they  require  them  to  develop  them  ? 

Senator  Wheeler.  They  could  issue  a  license  for  development  of 
the  whole  five  power  sites,  couldn't  they  ? 

The  Chairman.  Well,  they  are  not  making  a  bid  for  the  whole 
five  sites,  as  I  understand  it.  * 

Senator  WnEEijai.  I  understand  they  are. 

The  Chairman.  Mr.  Scattergood  stated  there  was  only  one  site 
under  consideration. 

Senator  Wheeler.  He  said  they  were  asking  for  a  license  for  the 
first  power  site,  and  a  preHminary  permit  for  the  other  four  sites. 
Am  I  correct  as  to  that? 

Mr.  Scattergood.  That  is  what  I  understand  they  are  asking  for — 
a  license  on  site  No.  1,  and  the  other  four  sites  aren't  ripe  yet. 

Senator  Wheeler.  Mr.  Wheeler  is  asking  for  a  premilinarv  permit 
on  the  five  power  sites,  with  the  idea  of  peddling  them  around  for  two 
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or  three  years,  trying  to  get  some  development  in  there.  The  other 
people  are  saying  that  they  will  develop  the  first  power  site  with 
150,000  horsepower,  and  they  want  a  preliminary  permit  on  the  other 
four  power  sites. 

The  Chairman.  Have  you  anything  fruther  to  put  in  the  record, 
Mr.  Wheeler? 

Mr.  Wheeler.  I  think  Mr.  Forbes  wishes  to  make  a  statement. 

STATEMENT  OF  DANIEL  R.  FORBES,  COUNSEL  FOR  WALTER  H. 

WHEELER 

Mr.  Forbes.  Mr.  Chairman,  I  was  attorney  for  Mr.  Wheeler  before 
the  Federal  Power  Commission  at  the  hearings  held  last  October  and 
November.  I  was  not  at  the  hearing  yesterday,  but  Mr.  Wheeler  told 
me  yesterady  evening  the  question  had  come  up  as  to  his  failure  to 
have  introduced  into  the  record  in  those  hearings  evidence  of  his 
present  financial  ability  to  construct  and  proceed  under  a  license. 
I  am  here  primarily  to  answer  that  question  because  Mr.  Wheeler 
stated  that  it  was  a  legal  question  he  could  not  answer. 

I  want  to  refer  the  committee  to  section  2  of  regulation  9  of  the 
Federal  Power  Commission  [reading]  : 

Permits  will  be  issued  only  for  the  purpose  of  enabling  applicants  to  maintain 
their  priorities  while  securing  the  data  required  for  an  application  for  license 
and  will  be  for  such  periods,  not  exceeding  a  total  of  three  years,  as  in  the 
judgment  of  the  commission  will  be  necessary  for  studying  the  proper  location 
and  design  of  the  project ;  for  making  examinations,  surveys,  maps,  plans, 
specifications,  and  estimates ;  for  conducting  stream  measurements ;  for  sinking 
test  pits  and  making  borings  to  determine  foundations  for  dams  or  other  struc- 
tures ;  for  securing  a  market  for  the  power  to  be  developed ;  for  making 
financial  arrangements ;  or  for  any  other  purpose  necessary  or  desirable  in  the 
preparation  of  application  for  license. 

As  his  attorney  naturally  I  am  responsible  for  the  sufficiency  or 
insufficiency  of  the  proof  that  went  into  that  record.  I  think  our 
proof  entirely  met  the  requirements.  We  certainly  came  within  the 
regulation  and  the  statute.  We  went  even  beyond  our  obligation 
because  we  showed  a  very  definite  present  market  for  fertilizers  and 
other  chemicals  that  can  be  made  at  Flathead.  That  evidence  was 
based  on  intensive  studies  made  not  only  by  Mr.  Wheeler  but  by  other 
engineers  competent  to  do  so.  This  morning  it  was  suggested  that 
Mr.  Wheeler  should  be  in  a  position  to  satisfy  the  Indian  Bureau 
that  his  proposed  operation  can  actually  be  accomplished  before  these 
sites  are  tied  up  for  a  period  of  two  or  three  years.  It  is  not 
required  of  an  applicant  for  preliminary  permit  to  prove  that  he  is 
able  to  finance  his  construction  and  show  a  present  market  for  the 
power.  The  purpose  of  a  preliminary  permit  is  to  permit  the 
development  of  a  market  and  to  allow  time  for  financing. 

Mr.  Kerr,  vice  president  of  the  Montana  Power  Co.,  testified  that 
in  his  opinion  the  four  lower  sites  would  never  be  developed  by 
his  company.  The  chief  engineer  of  that  company  said  he  had  no 
idea  of  developing  them,  and  that  is  evidence  in  the  record.  The 
proof  undoubtedly  shows  that  the  Montana  Power  Co.  has  no  in- 
tention of  developing  the  lower  sites.  They  want  to  keep  the 
power  capable  of  being  produced  at  these  four  lower  sites  in  their 
ice  box  to  develop  at  their  own  pleasure,  if  and  when  they  get  around 
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to  use  it.  They  have  something  like  204,000  undeveloped  horse- 
power in  other  plants,  so  they  don't  need  this  power  themselves  for 
general  utility  purposes.  It  is  not  logical  to  suppose  that  the  Mon- 
tana Power  Co.  would  apply  this  power  for  industrial  development, 
because  if  they  do  they  would  be  competing  with  themselves,  in  the 
person  of  the  Anaconda  Copper  Co.  They  would  produce  a  higher 
grade  of  fertilizer  at  lower  cost  production  at  the  Flathead  than 
they  can  produce  in  their  Anaconda  plant  by  the  acid  method. 

Senator  Wheeler.  Don't  you  think  they  would  be  anxious  to 
produce  cheaper  fertilizer  ? 

Mr.  Forbes.  No,  sir;  because  sulphuric  acid  is  a  liability  at 
Anaconda,  being  a  necessary  by-product.  They  have  an  agreement 
with  the  Department  of  Justice  whereby  they  are  to  apply  some  if 
not  all  of  the  sulphuric  acid  to  the  manufacture  of  fertilizer  and 
thus  dispose  of  it  without  damage  to  the  surrounding  country.  So 
they  are  under  obligation  to  make  use  of  their  acid.  It  is  not 
logical,  it  wouldn't  be  good  business  for  them  to  apply  this  power 
to  fertilizer  manufacture.  That  part  of  Montana  does  not  have  any 
other  sites  that  will  enable  chemical  concerns  to  some  in  unless  Mr. 
Wheeler,  or  some  one  like  him,  or  the  Government,  undertakes  the 
development. 

Now,  Senator,  you  have  referred  to  Mr.  Wheeler  as  a  promoter. 
I  don't  think  that  is  quite  fair. 

Senator  Wheeler.  He  is  a  promoter  when  he  is  trying  to  promote 
this  concern.     What  do  you  call  promotion? 

Mr.  Forbes.  He  is  one  who  is  seeking  to  finance  this  potential 
development.  He  might  be  called  a  promoter  but  not  in  a  dis- 
paraging sense. 

Senator  Wheeler.  I  am  not  speaking  of  it  in  a  disparaging  sense. 
As  a  matter  of  fact,  I  want  you  to  get  this  clear.  Mr.  Wheeler 
seems  to  resent  the  idea  that  I  referred  to  it  as  a  promotion.  Any- 
body who  goes  out  and  promotes  anything  is  a  promoter.  There  is 
nothing  wrong  about  it.  It  is  a  perfectly  legitimate  position  to 
promote  a  legitimate  proposition. 

Mr.  Forbes.  Now,  that  has  been  cleared  up.  I  think  all  of  us 
agree  that  large  power  companies  are  not  going  into  the  Montana 
field  to  compete  with  the  Montana  Power  Co.  That  simply  it  not 
done. 

Senator  Wheeler.  Let  me  say  to  you,  however,  that  they  are  com- 
peting in  Montana — two  or  three  different  power  companies — for 
instance,  the  North  American  Co.,  in  eastern  Montana,  and  they 
have  had  some  very  bitter  competition.  Anybody  can  come  in  and 
compete  with  the  Montana  Power  Co.  and  the  Milwaukee  Railroad. 

Mr.  Forbes.  The  map  that  we  have  on  page  31  of  our  brief  before 
the  commission  shows  the  competition.  It  amounts  to  a  fraction  of 
one  per  cent  in  the  total  development,  and  I  think  you  will  find 

Senator  Wheeler  (interrupting).  That  is  because  of  the  fact 
that  the  Montana  Power  Co.  and  the  Anaconda  Copper  Co. 
are  practically  one  and  the  same  thing.  They  are  different  cor- 
porations but  nevertheless  the  same  group  controls  both  of  them. 

Mr.  Forbes.  Now,  I  want  to  say  here  that  I  have  been  in  contact 
with  some  of  the  people  with  whom  Mr.  Wlieeler  has  negotiated. 
I  have  been  in  New  York  several  times,  and  have  talked  with  Mr. 
Walsh,  of  Rollins  &  Co.     They  are  banking  engineers,  you  might 
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call  them.  They  specialize  in  this  kind  of  finance.  I  came  back 
satisfied  that  Rollins  &  Co.  were  interested.  They  had  knowledge 
of  the  facts  and  prospects  far  beyond  that  Avhich  any  financial 
concern  ordinarily  might  have,  hoping  to  get  a  customer,  and  I  am 
more  than  satisfied  that  Mr.  Wheeler  has  been  justified  in  spending 
a  year's  effort  and  I  don't  know  how  much  money  working  up  this 
thing.  I  think  it  should  be  termed  in  his  case  an  investment,  rather 
than  a  speculation.  I  am  also  satisfied  that  his  engineering  plans 
are  right.  They  are  approved  by  the  best  engineers  in  the  country. 
These  power  sites  have  been  there  ever  since  God  made  thoim 
mountains.  The  Indians  have  been  there  almost  that  long.  If  this 
power  site  is  available  to-day  it  wdll  be  available  two  years  from 
now,  it  will  be  available  three  years  from  now.  Mr.  Kerr  testified 
that  the  need  for  power  on  his  system  is  increasing  each  year. 

Senator  Wheeler.  According  to  Mr.  Wheeler. 

Mr.  Forbes.  I  am  quoting  from  his  testimony  given  under  oath — 
given  by  the  Montana  Power  Co.  officials.  If  his  statement  is  true, 
and  we  have  to  accept  it,  then  that  growth  will  continue,  and  the 
rate  of  growth  has  been  almost  constant.  Therefore,  two  years  from 
now,  three  years  from  now,  this  power  will  be  just  as  valuable  to  the 
Montana  Power  Co.  as  it  is  now.  So  the  Indians  are  not  going  to 
lose  the  site ;  it  isn't  going  to  disappear ;  and  if  two  years  from  now, 
or  three  years  from  now,  Mr.  Wheeler  wouldn't  be  able  to  finance 
it,  it  still  has  its  present  value. 

Senator  Wheeler.  What  is  the  least  possible  time  Mr.  Wheeler 
would  ask  for  a  preliminary  permit? 

Mr.  Forbes.  I  really  don't  know.  We  have  talked  it  over.  I  take 
it  within  two  years  he  would  be  in  a  position  to  construct.  These 
things  can't  be  done  overnight,  but  there  can  be  no  industrial  develop- 
ment if  the  Montana  Power  Co.  gets  the  sites. 

Senator  Wheeler.  Not  unless  they  develop  themselves  and  brought 
in  industries. 

Mr.  Forbes.  Yes;  but  if  they  did  they  would  be  competing  with 
their  own  crowd,  duplicating  their  investment.  If  Mr.  Wheeler  dem- 
onstrates that  his  plans  are  feasible,  and  we  insist  he  has  demon- 
strated that,  the  commission  might  well  say  that  they  should  first 
give  him  a  chance  to  demonstrate  that  he  is  qualified  tor  a  license — 
give  him  a  reasonable  time  to  demonstrate  that  he  is  able  to  do  it. 
That  water  is  still  going  to  flow  through  those  rivers,  and  the  Flat- 
head Lake  is  going  to  have  as  much  water  two  years  from  now  as 
it  has  to-day.  I  don't  think  that  the  people  of  the  inland  empire 
who  need  fertilizer  and  the  people  who  might  be  benefited  by  indus- 
trial development  there  should  be  deprived  of  that  opportunity 
simply  because  the  Indians  right  now"  want  money. 

Senator  Wheeler.  You  haven't  been  out  there  recently,  or  j^ou 
would  know  wdiat  position  the  Indians  are  in. 

Mr.  Forbes.  The  Government  of  the  United  States  is  just  as  much 
interested  in  the  industrial  welfare  of  that  section  of  the  country  as 
it  is  in  the  Indians.  I  don't  think  that  the  National  Government 
should  sacrifice  the  needs  of  the  inland  empire  merely  because  they 
wanted  to  get  a  few  cents  more  for  the  Indians.  I  think  if  they 
look  at  this  picture  as  more  than  a  piece  of  land  owned  by  a  tribe 
of  Indians 
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Senator  Wheeler.  Of  course,  if  you  can  «:et  industrial  develop- 
ment there  isn't  any  question  about  it,  aside  from  the  amount  of 
money  that  the  Indians  would  get  out  of  it,  that  they  would  o-et  a 
great  deal  of  benefit  in  the  way  of  increased  price  of  the  land  and 
a  market  for  their  property. 

Mr.  Forbes.  I  appreciate  that,  sir. 

Senator  Wheeler.  I  believe  Mr.  Wheeler  is  convinced  that  he  can 
put  this  thing  across.  I  am  not  at  all  convinced  of  it.  And  I  think 
he  is  honest  about  it.  He  wants  an  opiX)rtunity  to  go  out  and  float 
it  a  couple  of  years;  but  if  he  falls  down  after  floating  it  a  couple 
of  years,  it  wouldn't  be  Mr.  Wheeler  that  the  people  of  Montana 
would  hold  responsible  for  it;  they  would  hold  their  representa- 
tives in  Congress  responsible  for  it.  I  feel  that  I  have  the  duty  to 
try  to  protect  the  interests  of  the  Indians. 

'Mr.  Forbes.  If  there  is  going  to  be  industrial  development,  it 
must  be  by  one  or  the  other,  either  the  Government  or  some  inde- 
pendent operator  like  Mr.  Wheeler. 

Now,  I  think  Senator  Wheeler  mentioned  that  the  rate  offered  by 
Mr.  Wheeler  was  not  adequate.  It  is  a  rather  strange  thing.  Mr. 
Wheeler  has  never  had  notice,  a  formal  notice,  or  even  an  oral  state- 
ment from  a  member  of  the  commission  that  $1,121/2  was  not  ade- 
quate. The  other  side,  however,  has  been  called  in  and  told  that 
their  dollar  bid  was  not  enough.  Now,  is  it  incumbent  upon  Mr. 
Wheeler  to  raise  his  bid,  until  he  is  told  in  official  language  that  it 
is  not  adequate?  I  don't  think  that  he  should  have  to  carry  that 
burden. 

Senator  Wheeler,  I  think  he  is  perfectly  justified  in  saying  he 
will  not  pay  any  more  money.  They  can  say,  "  If  we  have  to  give  it 
to  you,  we  will  give  it  to  you  at  a  certain  price." 

Mr.  Forbes.  All  right,  let's  put  the  cards  on  the  table  and  dea> 
fairly.  There  is  only  one  other  point  I  want  to  mention.  Mr. 
Wheeler  read  into  the  record  a  letter  from  the  National  Grange. 
The  Grange  does  not  think  the  present  commission  should  decide 
this  case;  that  it  should  be  left  for  the  new  commission  which  is  to 
be  organized.  I  will  say  as  a  lawyer,  independent  of  Mr.  Wheeler's 
instant  case,  that  the  make-up  of  that  commission,  independent  of 
the  personnel  and  the  organization  of  it,  make  it  impossible  for  a 
lawyer  to  go  in  there  and  try  a  case  in  a  lawyerlike  way.  I  have 
no  confidence  in  that  form  of  tribunal  whether  I  win  the  case  or  not. 

Senator  Wheeler.  No  confidence  in  the  Secretary  of  the  Interior  ? 

Mr.  Forbes.  I  have  no  confidence  in  a  court  organized  the  way  that 
court  is.  I  am  not  reflecting  on  the  integrity  of  any  member  of  that 
commission,  but  here  we  have  three  of  the  busiest  Cabinet  officers 
who  are  able  to  spend  very  little  time  on  these  matters,  and  they 
have  to  delegate  everything  to  underlings.  I  think  the  recent  dis- 
closures before  the  Senate  Committee  on  Interstate  Commerce  dem- 
onstrate that  that  kind  of  organization  doesn't  make  for  an  abso- 
lutely fair  deal. 

Senator  Wheeler.  I  agree  with  you  thoroughly.  I  think  the 
Power  Commission  absolutely  prejudged  Mr.  Wheeler's  case  before 
the  hearing  was  finished;  I  mean,  the  secretary  of  the  Power  Com- 
mission did,  and  I  protested  against  their  action. 
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Mr.  Forbes.  If  it  weren't  for  you  and  Senator  Walsh  we  never 
would  have  had  our  day  in  court. 

Senator  Wheeler.  I  protested  against  the  action  of  Mr.  Bonner 
in  sending  out  that  statement.  I  still  don't  understand  why  Mr. 
Allen,  if  he  is  interested,  as  Mr.  Wheeler  thinks  he  is,  and  if  Kollins 
&  Sons  are  interested — why  they  wouldn't  be  willing  to  come  down 
here  and  say  to  the  Federal  Power  Commission  or  the  Secretary  of 
the  Interior,  after  they  made  a  study  of  the  situation,  that  they 
would  be  willing  to  buy  the  power  from  Mr.  Wheeler  at  $15  per 
horsepower  if  he  is  granted  a  license.  I  am  fearful  because  of  the 
influence  and  power  of  these  power  companies,  if  Mr.  Wheeler  gets 
it,  that  they  will  bring  pressure  to  bear  on  his  prospective  purchasers 
to  scare  them  off ;  and  in  the  meantime  there  will  be  no  development. 

Mr.  Forbes.  Kollins  &  Sons  have  gone  on  record  that  they  would 
be  interested  in  financing  it. 

Senator  Wheeler.  As  a  lawyer  you  know  that  that  letter  leaves 
them  a  dozen  loopholes. 

Mr.  Forbes.  I  wouldn't  expect  them  to  conamit  themselves  at  this 
time  unless  Mr.  Wheeler  has  a  definite  proposition  from  the  Power 
Commission.  We  were  to  have  a  hearing  before  the  members  of  the 
commission,  because  we  rather  opposed  going  to  trial  before  Mr. 
Bonner  as  executive  secretary.  Secretary  Wilbur  was  there  most  of 
the  time.  I  want  to  say  here  that  we  had  very  courteous  treatment 
from  Mr.  Wilbur  and  every  opportunity  to  be  heard  by  him.  Secre- 
tary Good  was  there  just  one  afternoon.  His  assistant,  Mr.  Davison, 
was  there;  I  doubt  more  than  three  hours.  Mr.  Dunlap,  Assistant 
Secretary  of  the  Department  of  Agriculture,  was  there  three  or  four 
times,  maybe  a  half  day's  time  in  all.  Secretary  Hyde  was  there  one 
day,  was  introduced  around,  and  left  after  a  few  minutes.  Mr.  Hur- 
ley has  intimated  that  he  isn't  going  to  sit  in  this  case  because  he 
didn't  hear  the  witnesses.  I  am  pretty  sure  that  Mr.  Hyde  has  only 
secondhand  knowledge  of  the  case.  Here  we  are  trying  a  case,  with 
three  judges  presumably  sitting  en  banc,  where  we  only  have  the 
attention  of  one.  When  you  delegate  a  matter  of  this  importance  to 
subordinates,  subordinates  such  as  we  now  find  some  of  them  are,  you 
are  not  trying  a  lawsuit  at  all.  You  might  just  as  well  toss  a  coin. 
I  don't  think  a  case  of  this  magnitude — I  don't  care  whether  it  is  in 
this  case  or  any  other — should  be  decided  until  we  have  an  impartial 
board,  carefully  selected  by  the  President,  and  putting  in  full  time. 
I  say  again,  if  we  won  this  case  I  would  take  very  little  glory  to 
myself  trying  it  under  these  conditions.  If  I  lost  it,  we  wouldn't 
think  we  had  full  and  complete  consideration.  I  say  that  with  all 
respect  to  the  members  of  the  committee. 

The  Chairman.  Any  other  statement? 

Mr.  Forbes.  I  would  also  like  to  offer  our  brief  in  the  case.  I 
think  it  would  be  of  assistance  to  the  committee. 

Senator  Wheeler.  You  can  furnish  it  to  members  of  the  com- 
mittee, but  I  don't  think  the  brief  should  go  in  the  record.  If  we 
printed  your  brief,  the  other  side  and  everybody  else  would  want  to 
put  in  their  briefs. 

The  Chairman.  Yes.  Just  leave  copies  of  it  with  members  of  the 
committee  for  reference. 
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STATEMENT  OF  JOHN  COLLIER,  EXECUTIVE  SECRETARY  AMERI- 
CAN INDIAN  DEFENSE  ASSOCIATION,  WASHINGTON,  D.  C. 

Mr.  CoLLiEK.  The  evidence  which  I  have  chiefly  to  present  deals 
with  activities  by  officials  of  the  Indian  Bureau,  designed  on  their 
face  to  influence  this  pending  decision  about  a  license  in  behalf  of  one 
of  the  applicants,  activities  that  have  been  carried  out  in  coopera- 
tion, or,  I  would  say,  collusion,  with  Indians  corrupted  by  one  of  the 
applicants:  activities  that  have  been  carried  out  on  the  reservation 
over  a  period  of  time,  which  have  been  duly  called  to  the  attention 
of  the  Commissioner  and  Assistant  Commissioner  of  Indian  Affairs, 
and  which  have  not  been  corrected,  but,  on  the  contrary,  which  ap- 
pear now  to  have  prevailed  in  influencing  the  department's  policy. 

Mr.  Chairman,  before  I  enter  upon  that,  which  is  my  essential 
evidence,  may  I  say  this — that  to  the  Indian  tribe,  wholly  as  dis- 
tinct from  the  question  of  public  interest — to  the  Indian  tribe  the 
question  of  securing  the  development  of  all  of  the  power  potential 
is  of  very  great  importance.  We  assume  that  in  the  long  run 
presumably  whatever  applicant  obtained  the  sites  would  be  required 
to  pay  the  same  kind  of  rental.  We  presume  that  therefore  the 
difference  between  a  development  amounting  to  32  per  cent  of  the 
potential,  which  is  the  amount  that  the  Rocky  Mountain  Power  Co. 
have  testified  they  intend  to  develop,  and  the  development  of  100 
per  cent,  makes  practically  a  70  per  cent  difference  to  the  tribe,  year 
by  year,  and  through  the  years.  It  is  from  that  standpoint,  and  that 
standpoint  alone,  that  the  Indian  interest  is  concerned,  as  between 
the  two  competing  bidders,  but  it  is  obvious  that  that  is  a  decisive 
element  to  the  Indians. 

I  likewise  point  out  that  it  was  testified  before  the  Federal  Power 
Commission  last  December  or  November  by  Mr.  Cochrane,  and  like- 
wise by  Mr.  Kelly,  the  attorney  for  the  Montana  Power  Co.,  that 
unless  the  decision  of  the  commission  was  arrived  at  by  January 
operations  could  not  be  started  until  the  following  winter  owing  to 
the  conditions  of  flood  waters  in  the  summer.  That  was  insistently 
stated  by  representatives  of  the  Montana  Power  Co.,  so  that  resting 
upon  their  evidence  there  is  no  question  as  to  the  beginning  of  oper- 
ations right  away.  At  the  earliest  it  is  a  question  of  a  year,  more 
or  less.  If  Mr.  Wheeler's  evidence  that  he  can  produce  a  market 
is  borne  out  by  experience,  Mr.  Wheeler  should  be  able  to  present 
the  decisive  evidence,  the  crushing  evidence,  which  seems  to  be  re- 
quired of  him  w^ithin  the  year. 

Senator  Wheeler.  Do  you  think,  Mr.  Collier,  that  you,  as  guar- 
dian of  those  Indians,  would  be  justified  in  issuing  a  permit  to 
somebody  and  just  let  them  ^o  out  and  fish  around  and  see  whether 
or  not  they  could  develop  it,  and  if  they  couldn't,  turn  it  back 
again  ? 

Mr.  Collier.  I  would  answer  that  this  way.  Senator:  If  I  were 
guardian  of  the  Indians  I  would,  first  of  all,  register  in  my  mind  this, 
proposition,  that  the  maximum  development  is  desired. 

Senator  Wheeler.  Suppose  you  have  no  assurance 

Mr.  Collier  (interrupting).  My  answer  to  it,  assuming  I  wwv 
guardian  and  that  the  maximum  development  was  desirable,  tlien 
this  applicant  who  comes  in  and  says  frankly  he  isn't  going  (<> 
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give  the  maximum  development,  but  only  a  32  per  cent  develop- 
ment, would  rest  in  a  certain  handicap,  in  my  judgment  as  guardian. 
Then  I  would  look  around  and  discover  that  there  is  a  certain  rate 
structure  in  Montana  maintained  by  the  existing  power  monopoly, 
the  applicant  proposing  this  32  per  cent  development,  an  extor- 
tionate rate  structure  maintained  with  the  consent  of  the  Public 
Service  Commission  of  the  State.  I  would  observe  that  this  in- 
dependent competing  bidder  says  he  is  going  to  cut  that  rate  struc- 
ture all  to  pieces.  If  he  is  going  to  reduce  industrial  prices  in  the 
neighborhood  of  40,  50  or  60  per  cent — I  think  I  am  answering 
the  question  as  clearly  as  I  can,  it  is  impossible  to  answer  it  cate- 
gorically— I  would  then  myself  try  to  determine  whether  or  not 
such  a  reduction  of  rates  would  probably  have  the  effect  of  drawing 
in  industries  on  a  large  scale,  on  a  scale  that  might  consume  the 
entire  output. 

Senator  Wheeler.  Let  me  ask  you  this  question :  You,  of  course, 
know  that  the  big  bulk  of  the  Montana  Power  Co.'s  power  is  sold 
to  the  Anaconda  Power  Co. 

Mr.  Collier.  That  is,  its  industrial  power. 

Senator  Wheeler.  Its  industrial  power — at  a  very  cheap  rate. 
No  matter  what  Mr.  Wheeler's  rate  would  be,  in  my  judgment  he 
couldn't  get  any  of  the  business  of  the  Anaconda  Copper  Co. 

Mr.  Collier.  I  don't  see  that  that  enters  into  the  situation.  We 
are  discussing  new  industries. 

Senator  Wheeler.  You  are  speaking  about  cutting  the  rate. 

Mr.  Collier.  Yes. 

Senator  Wheeler.  You  must  realize  this — and  I  have  no  brief  for 
the  Montana  Public  Service  Commission,  but  you  must  realize,  after 
all,  they  have  the  power — they  may  not  have  the  right  to  do  it, 
but  they  have  the  power  to  fix  the  rate  in  the  State  of  Montana,  and 
whatever  they  say  is  a  reasonable  rate  after  hearing  the  evidence, 
prevails.     The  rate  they  would  .fix  would  bind  all  the  companies. 

Mr.  Collier.  It  is  my  impression,  Senator,  based  on  what  I  have 
heard  about  your  public  service  commission,  that  they  would  be 
capable  to  trying  to  do  that  very  thing — of  trying  to  prohibit 
cheap  sales  by  an  independent  operator  who  was  capitalized  down 
to  the  rock,  because  those  cheap  sales  w^ould  embarrass  the  dominant 
power  company,  capitalized  above  its  bona  fide  valuation.  But  I 
don't  imagine  they  would  get  away  with  that  politically  in  the 
State  of  Montana. 

Senator  Wheeler.  But  where  they  sell  it  to  their  own  company 
it  wouldn't  make  very  much  difference  whether  Mr.  Wheeler  re- 
duces his  rate,  he  never  would  be  able  to  get  any  of  the  business 
of  the  Anaconda  Copper  Co.  They  would  never  allow  any  com- 
petitor to  take   business   away   from  themselves. 

Mr.  Collier.  What  I  am  attempting  to  answer  is  directed  to  the 
question  of  the  guardian's  duty  and  the  propriety  of  dealing  Avith  a 
promoter,  if  one  uses  that  term,  under  the  existing  circumstances  in 
Montana.  I  would  say,  as  guardian,  I  would  consider  it  eminently 
proper,  within  reasonable  limits  of  time,  that  if  I  believe  that  a 
promoter  was  honest  and  capable  and  could  sell  his  power  at  this 
enormous  reduction  and  could  thereby  attract  new  industries  and 
develop   the   whole   200,000   potential,   then   I.   as   guardian   or   the 
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authority  granting  the  license,  would  consider  the  hazard  of  one  or 
two  years  to  be  a  very  small  hazard,  if  I  thought  there  was  a  reason- 
able probability  of  a  promoter,  so-called,  making  good  under  those 
circumstances. 

Senator  Wheeler.  I  agree  with  you — if  you  thought  there  was  a 
chance. 

Mr.  Collier.  I  wouldn't  think  it  my  duty  to  adopt  the  position  of 
requiring  him  to  present  evidence  which,  as  one  knowing  the  financial 
situation  among  public  utilities  companies  of  the  country,  I  would 
know  that  he  couldn't  produce.  I  would  give  him  the  preliminary 
permit  and  tell  him:  Now  you  have  a  specified  time  in  which  to 
demonstrate  your  market,  to  produce  your  contracts  with  consumers 
and  with  bankers.  I  would  know  that  this  was  his  only  possible 
procedure. 

Senator  Wheeler.  On  the  other  hand,  let  me  say  this  to  you :  Mr. 
Wheeler  has  told  me  that  when  the  time  came  for  the  hearing  he 
would  be  able  to  show  definitely  who  is  back  of  him,  that  he  would 
be  able  to  present  that  evidence.  I  want  to  make  this  clear.  I  have 
been  anxious,  frankly,  if  Mr.  Wheeler  could  get  in  there  and  develop, 
to  see  him  do  it,  but  he  has  repeatedly  said  that  when  the  hearing 
came  on  he  would  present  the  evidence.  He  hasn't  been  able  to  do 
it.     I  can  appreciate  that  there  may  be  some  handicaps. 

Mr.  Collier.  I  don't  want  to  underestimate  the  intelligence  of  the 
officials  who  are  responsible.  I  would  say  that  they  presumably  are 
informed  of  what  the  world  knows,  which  is  that  the  competitor 
certainh'  could  not  get  any  large  financing  agency  to  join  him  in 
initially  asking  for  the  preliminary  permit  in  the  face  of  the  Electric 
Bond  &  Share  Co.'s  hostility.  I  would  know  that  he  wouldn't  be 
able  to  do  more  than  create  a  strong  presumption  of  his  ability  to 
succeed  by  the  evident  fact  that  he  is  making  a  large  investment  in 
good  faith,  by  his  proved  ability  as  an  engineer,  the  soundness  of  his 
engineering  plans,  and  the  probable  effect  of  his  greatly  reduced  sales 
price.  I  would  be  swayed,  Senator,  by  certain  large  permanent 
considerations,  one  of  them  being  the  duty  to  obtain  the  maximum 
total  rental  over  the  total  period  for  the  Indian  tribe,  through  ob- 
taining the  maximum  total  development,  and  then  getting  all  the 
money  I  could  per  horsepower;  but  the  actual  guardian  in  this  case 
is  the  Federal  Power  Commission,  with  the  Secretary  of  the  In- 
terior  

Senator  Wheeler  (interrupting).  You  are  wrong  about  that. 
The  authority  issuing  the  license  is  the  Federal  Power  Commission, 
but  the  Secretary  of  the  Interior  has  the  veto  power.  If  he  sees  it 
isn't  in  the  interest  of  the  Indians  he  can  stop  it. 

Mr.  Collier.  And  I  would  not  consider  that  that  public  authority 
was  justified  in  wholly  disregarding  the  element  of  public  interest. 
And  from  the  standpoint  of  public  interest  I  would  consider  that 
there  is  no  possibility  of  question  that  the  bringing  in  of  competi- 
tion in  industrial  rates,  if  it  brought  in  new  industries,  was  desirable. 

Senator  Wheelsr.  My  understanding  is — I  don't  know,  I  want  to 
ask  you  whether  it  isn't  a  fact  that  the  Montana  Power  Co.  is  selling 
their  power  to  their  own  interests,  to  the  Anaconda  interests,  at  a 
cheaper  rate  than  $15. 
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Mr.  Collier.  I  don't  know.  I  believe  not.  At  any  rate,  it  is  only 
a  sale  from  themselves  to  themselves. 

Senator  AVheeler.  It  has  no  reaction  upon  the  industrial  life  of 
the  State  be^^ond  the  Anaconda  Copper  Co.  As  I  gather  from  the 
record  the  average  sales  price  is  7.3  mills  or  about  $48  a  horsepower. 

Mr.  ScATTERGOOD.  The  switchboard  price  is  $28.75. 

Mr.  Collier.  Average  switchboard  price  in  the  State. 

Mr.  ScATTERGOOD.  This  is  the  switchboard  price. 

Senator  Wheeler.  Ketail  and  wholesale  together,  but  in  any  event 
it  benefits  only  the  Anaconda  Co. 

Mr.  Collier.  I  didn't  mean  to  wander  off  into  this  at  all.  It  is 
not  my  line.  May  I,  however,  plunge  into  something  else  that  I  am 
compelled  to  deal  with  because  nobody  else  has  dealt  with  it. 

I  shall  compress  my  testimony  into  the  briefest  possible  space. 
My  interest  and  that  of  my  organization  is  solely  in  the  Indian  ad- 
vantage under  the  pending  Flathead  license. 

I  shall  present  evidence  showing  that,  beginning  January,  1927, 
excei)t  for  a  short  interlude  in  1929,  the  Indian  Bureau  or  certain  of 
its  officials  have  consistently  tried  to  bring  about  the  hurried  grant 
of  the  Flathead  sites  to  one  applicant,  the  Montana  Power  Co.,  and 
under  conditions  grossly  adverse  to  Indian  interests. 

I  shall  add  somew^hat  to  yesterday's  evidence  that  the  Federal 
Power  Commission  has  been  consistently  predetermined  in  favor  of 
the  grant  to  the  Montana  Power  Co.  on  terms  grossly  adverse  to  the 
Indian  interests. 

I  shall  show  that  not  merely  tentative  or  provisional  actions  and 
manifest  intent,  in  behalf  of  the  Montana  Power  Co.  and  adverse  to 
the  Indians,  have  existed  and  do  exist  in  the  Indian  Bureau.  There 
have  been  numerous  overt  acts,  extending  from  February,  1927,  to 
the  present  hour.  The  bureau's  policy  in  this  matter  to-day  is  what 
it  w^as  under  Burke  and  Meritt. 

These  actions  by  the  Indian  Bureau  have  gone,  within  recent 
months,  to  the  extreme  of  an  active  tolerance  of,  if  not  collusion  in, 
the  Montana  Power  Co.'s  use  of  Indians  corrupted  by  Montana 
Power  Co.  money,  to  influence  the  Federal  Power  Commission,  the 
Secretary  of  the  Interior,  and  Cong:ress.  The  local  superintendent 
of  the  Indian  Bureau  has  acted  in  collusion  with  these  bought 
Indians.  The  commissioners  at  headquarters  have  tolerated  this 
behavior  and  have  made  use  of  the  results  of  his  actions,  and  they 
have  done  this  with  a  knowledge  of  the  facts. 

Frequent  reference  was  made  yesterday  to  three  proposed  set-ups 
of  rental  for  the  Flathead  sites,  one  prepared  by  the  Federal  Power 
Commission,  one  by  the  Indian  Bureau,  and  one  by  the  Department 
of  War. 

The  set-ups  by  the  Indian  Bureau  and  Federal  Power  Commission 
have  not  been  made  accessible.  Commissioner  Scattergood  told  me 
about  three  weeks  ago  that  these  set-ups  were  closely  comparable  in 
result  with  the  War  Department  set-up.  Why  should  they  be  with- 
held from  the  Indians  or,  indeed,  from  anybody  ? 

With  respect  to  the  War  Department  set-up,  I  desire  to  point  out 
and  to  prove,  w^hich  I  can  do  in  three  or  four  minutes,  that  it  either 
was  prepared  by  some   official   incapable   of  performing   ordinary 
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mathematical  operations  accurately,  and  incapable  of  deducing  re- 
sults from  premises,  or  else  it  was  prepared  with  the  deliberate  object 
of  juggling  the  facts  adversely  to  the  Flathead  Indian  Tribe  and 
favorably  to  the  licensee  whom  the  set-up  contemplates,  namely, 
the  Montana  Power  Co. 

The  official  in  question  w^as  yesterday  stated  to  be  the  chief  en- 
gineer of  the  War  Department.  The  importance  of  this  set-up  is 
indicated  by  the  fact  that  it  is  stated  to  have  been  made  subsequent 
to  the  Indian  Bureau  and  Federal  Power  Commission  set-ups,  and 
by  the  fact  that  it  alone  was  transmitted  to  the  competing  bidder 
by  the  Secretary  of  the  Interior. 

The  set-up  alleges  facts  in  conflict  with  the  sworn  testimony  and 
exhibits  of  the  Federal  Power  Commission  hearings,  as  follows: 

Capital  investment  is  inflated  by  $585,000  above  the  detailed  initial 
estimate  of  the  Montana  Power  Co.  and  by  $100,000  above  the 
amended  estimate  which  includes  "  development  cost."  Have  Ac- 
countant King  and  Attorney  Russell,  of  the  Power  Commission,  been 
overridden  by  Secretary  Bonner,  and  the  notorious  prelicense  costs 
of  the  Montana  Power  Co.  been  allowed  ? 

This  set-up  makes  the  transmission  cost  $4.80  per  horsepow^er  per 
year.  Whereas  the  Montana  Power  Co.  testified  that  the  transmis- 
sion cost  would  be  $10  per  horsepower  per  year,  or  $9.20  excluding 
allowed  return,  and  Walter  H.  Wheeler  testified  that  transmission 
cost  w^ould  be  slightly  in  excess  of  $10. 

Mr.  ScATTERGOOD.  What  capacity — how  much  electricity? 

Mr.  Collier.  Four  hundred  and  seventy-five  million  kilowatt - 
hours. 

Mr.  ScATTERGOOD.  Isu't  it  bascd  on  more  than  that?  This  trans- 
mission depends  entirely  on  the  volume. 

Mr.  Collier.  If  you  run  your  volume  up  from  220,000,000  to  690,- 
000,000  kilowatt-hours  you  certainly  must  run  up  your  transmission 
investment. 

Mr.  ScATTERGOOD.  Dou't  say  "  you  "  to  me. 

Mr.  Collier.  The  set-up  states,  and  makes  basic  to  its  computa- 
tions, a  sales  price  at  the  end  of  the  transmission  lines  of  only  $25 
per  year.  The  Montana  Power  Co.  testified  at  the  Power  Commis- 
sion hearings  that  the  cost  of  production  and  transmission  at  the 
Flathead  sites  would  be  $28  per  horsepoAver  per  year,  including  al- 
lowed return  and  rental  to  the  Indians,  or  $24.84  excluding  allowed 
return  and  rental  to  the  Indians.  The  War  Department  set-up  there- 
fore assumes  that  the  Montana  Power  Co.  is  a  charitable  organiza- 
tion and  will  not  seek  any  allowed  return,  which  might  be  the  case 
in  so  far  as  the  current  was  delivered  to  the  Anaconda  Copper  Co. 
The  average  wholesale  selling  price  of  the  Montana  Power  Co.  to-day 
is  7.2  mills  per  kilowatt-hour,  or  $47.05  per  horsepower  per  year. 
and  its  switchboard  price  is  $28.75.  Such  was  Mr.  Kerr's  testimony 
under  Mr.  Scattergood's  examination  at  the  hearings,  page  2091. 
The  fictitiously  low  sales  price  of  $25  at  the  end  of  the  transmission 
line  (fictitiously  low  as  applied  to  the  Montana  Power  Co.)  is  used 
in  the  War  Department  set-up  to  create  a  fictitiously  low  prospective 
return  to  the  licensee  and  consequent  diminished  rental  to  the  Indians. 
•  Senator  Wheeler.  Do  you  think  that  the  Indians  are  not  getting 
rental  enough  ? 
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Mr.  Collier.  This  War  Department  set-up  by  its  fake  data  and 
fake  computations  cuts  their  rental  down  at  least  75  per  cent. 

Senator  Wheeler.  Then  I  assume  that  you  don't  think  Walter 
Wheeler's  price  is  high  enough. 

Mr.  Collier.  I  was  going  to  say  how  much  I  thought  it  ought  to 
be,  but  I  won't  now.  We  made  computations  with  various  technical 
helps  three  years  ago  that  Avere  put  into  the  Congressional  Record 
by  Senator  La  Follette  and  later  were  put  into  the  record  of  this 
committee.  I  haven't  the  details  with  me.  They  came  out  some- 
thing over  three  dollars  a  horsepower  year.  ^ 

Mr.  ScATTERGOOD.  How  much  capacity? 

Mr.  Collier.  We  estimated  then  a  100,000  horsepower  capacity. 
Of  course,  that  estimate  merely  served  to  indicate  that  the  price 
offered  by  the  Montana  Power  Co.  was  extravagantly  low. 

Mr.  ScATTERGOOD.  It  was  $3,  is  that  right  ? 

Mr.  Collier.  It  was  not  less  than  $3.  I  am  not  an  expert  on  this 
at  all,  but  I  am  able  to  do  simple  arithmetic,  and  the  War  Depart- 
ment has  arrived  at  conclusions  totally  at  variance  with  the  pre- 
tended data  which  the  War  Department  used.  There  practically  is 
no  connection  betiveen  the  data  and  the  conclusions  in  this  set-up. 
The  effect  of  this  document  is  to  indicate  a  diminishment  of  the 
Indian  rental  vastly  below  the  figure  that  should  be  recommended 
if  the  War  Department's  basic  formula  be  accepted,  and  it  indicates 
either  a  frame-up  or  gross  incompetence  on  the  part  of  whomever 
prepared  it. 

The  tables  on  page  2  of  the  War  Department  set-up  are  in  com- 
plete conflict  w^ith  the  conclusion  on  page  3  which  is  pretended  to 
be  drawn  from  them.  This  conflict  is  adverse  to  the  Indian  revenue 
interest  in  the  amount  of  $54,000  a  year  on  the  War  Department's 
formula,  and  much  more  on  any  equitable  and  factual  formula. 

This  conflict  appears  from  simple  arithmetic,  as  follows :  475,000,- 
000  kilowatt-hours  is  72,700  horsepower  years,  which  at  $25  per 
horsepower  year  means  a  gross  revenue  of  $1,817,500. 

Production  cost  is  stated  on  page  2  of  the  set-up  as  $1,000,000  and 
the  transmission  cost  as  $350,000.  Therefore,  the  net  revenue  is  not 
$250,000  as  stated  on  page  3,  but  $467,000.  Four  hundred  and  sixty- 
seven  thousand  dollars  plus  $250,000  (p.  3  War  Department  set-up) 
is  $717,000  divided  by  4  equals  $179,000,  the  proper  Indian  rental 
by  their   formula. 

Mr.  ScATTERGOOD.  Havc  you  taken  into  account  the  transmission 
losses  ? 

Mr.  Collier.  Yes. 

You  will  note  that  it  is  explicitly  stated  in  the  set-up  that  the  con- 
clusions of  the  chartered  curves  are  derived  from  the  antecedent  ta- 
bles and  computations  given  in  the  set-up.  They  are  not  derived 
therefrom;  an  extreme  error  or  an  outright  faking  has  taken  place. 

Just  as  the  conclusions  on  page  3  do  not  derive  from  the  tables 
and  computations  on  page  2,  but  apparently  are  an  arbitrary  set-up 
adverse  to  the  Indian  interests,  so  the  chart,  alleged  to  be  derived 
from  the  computations  on  page  2,  does  not  derive  from  these  com- 
putations but  differs  with  them;  and  the  conflict  is  exactly  40  per 
cent  adverse  to  the  Indian  rental  and  it  diminishes  that  rental  by 
40  per  cent. 
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This  again  is  a  matter  of  simple  arithmetic.  The  chart  shows  a 
switchboard  revenue  from  475,000,000  kilowatt-hours  as  $1,250,000, 
whereas  on  page  2  of  the  text  it  is  shown  that  the  switchboard  reve- 
nue is  $1,467,700.  An  error,  adverse  to  the  Indians,  of  $217,700  a 
year.  Two  hundred  and  seventeen  thousand  dollars  divided  by  4 
equals  $54,000  of  Indian  revenue  (due  under  this  formula)  trans- 
ferred to  the  licensee. 

I  have  already  pointed  out  that  even  the  maximum  of  these  conflict- 
ing revenue  totals  represents  a  deflation  of  prospective  revenue,  be- 
cause it  is  based  on  an  assumed  sales  price  of  only  $25  at  the  end  of 
the  transmission  lines.  On  page  2269  of  the  Federal  Power  Com- 
mission hearings,  it  is  shown  that  the  gross  revenue  to  the  Montana 
Power  Co.  of  the  Flathead  site  No.  1  would  be  $1,955,000  at  the 
present  wholesale  switchboard  rates  charged  by  the  company. 

Mr.  ScATTERGOOD.  Wholesale  and  retail? 

Mr.  Collier.  Switchboard  revenue  exclusively,  sold  at  the  prevail- 
ing switchboard  rate  of  the  company. 

These  facts  were  developed  under  cross-examination,  the  Mon- 
tana Power  Co.  having  put  in  an  estimate  of  gross  revenue  of  only 
$1,215,000,  or  $739,320  less  than  the  proper  figure.  It  appears  that 
the  War  Department  in  its  page  3  and  its  chart  has  practically 
thrown  out  the  results  of  the  hearings  before  the  Federal  Power 
Commission  and  has  adopted  a  revenue  total  almost  identical  with 
that  exploded  figure  originally  put  forward  by  the  Montana  Power 
Co. 

This  War  Department  set-up  thus  goes  from  one  distortion  ad- 
verse to  the  Indians  to  a  second  distortion,  not  derived  from  the  first, 
far  more  adverse,  and  on  the  basis  of  this  second  distortion  it  pro- 
poses to  fix  the  Indian  rental  at  a  figure  which  is  40  per  cent  too  low 
even  if  the  War  Department  scheme  of  determining  the  Indian 
equitable  rights  were  adopted. 

That  scheme  is,  if  anything,  more  scandalous  than  what  I  have  al- 
ready exhibited.  It  is  stated  on  page  3  of  the  War  Department  set- 
up. The  attorney  for  the  Montana  Power  Co.,  Mr.  Kelly,  testify- 
ing before  the  Federal  Power  Commission,  page  2223  of  the  hear- 
ings, urged  that  the  Indian  revenue  should  be  determined  by  the 
Indian  acreage  used  in  the  development.  He  implied  that  the  power 
site  should  be  given  an  acreage  value  just  equal  to  any  acreage  value 
in  the  lake  or  the  flooded  area. 

Senator  Wheeler.  What  do  you  say  he  claims  ? 

Mr.  Collier.  That  the  revenue  to  the  Indians  should  be  determined 
by  the  amount  of  acreage  they  have  in  relation  to  the  total  storage 
area. 

Senator  Wheeler.  That  is  perfectly  ridiculous. 

Mr.  Collier.  It  is  perfectly  ridiculous,  but  the  War  Department 
adopts  it  as  a  means  of  determining  what  revenue  the  Indians  ought 
to  get — in  this  document.  The  conclusions  now  being  arrived  at  bv 
the  Federal  Power  Commission,  as  showm  in  the  sot-u[),  are  not 
arrived  at  from  the  sworn  records,  they  are  derived  by  arbitrary 
methods  from  data  not  in  any  record.  That  is  one  very  good  reason 
for  inquiring  into  this  situation  before  permitting  any  action. 

Senator  Wheeler.  In  the  first  place,  I  don't  understand  that  the 
Power  Commission  has  adopted  these  figures  as  their  figures. 
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Mr.  Collier.  But,  Senator,  these  figures  were  prepared  on  the 
basis  of  all  of  the  existing  documents  by  the  engineers  of  the  War 
Department,  who  are  the  Power  Commission's  engineers.  They 
were  prepared  after  certain  other  set-ups  had  been  prepared,  and 
this  set-up  was  the  only  one  transmitted  to  the  competing  bidder, 
^nd  at  this  lat^  stage,  a'fter  these  long  drawn-out  hearings,  to  have 
^  member  of  the  Federal  Power  Commission,  and  the  chairman,  make 
public  this  kind  of  proposal,  certainly  should  give  one  pause. 

Senator  Wheeler.  Of  course,  if  they  figure  it  on  the  basis  of 
acreage,  then  the  white  settlers  at  the"^  northern  part  of  the  lake 
would  be  entitled  to  a  large  proportion  of  it. 

Mr.  Collier.  Certainly.  Let  me  say.  Senator,  what  they  have 
done.  They  have  taken' Mr.  Kelly  at  his  word.  This  view^  of  Mr. 
Kelly  was  so  indefensible  that  it  was  scarcely  argued,  even  in  the 
brief  presented  by  the  Flathead  Tribe. 

The  War  Department  now  adopts  this  view.  I  do  not  here  argue 
it  but  only  wish  to  point  out  that  the  War  Department  has  not 
l^een  content  with  adopting  this  Montana  Power  Co.  proposal  as 
publicly  expressed  of  splitting  the  revenue  betw^een  the  Indians  and 
whomever  may  hold  flooded  land.  The  War  Department  has 
adopted  the  view  of  thus  splitting  the  rentals  but  delivering  to  the 
Montana  Power  Co.  all  of  that  share  thereof  which  on  its  theory 
might  be  claimed  by  the  United  States  Government,  State  of  Mon- 
_iswra,  white  riparian  owners,  or  any  other  parties.  It  gets  worse  and 
worse. 

But  the  War  Department  is  not  content  with  thus  delivering  to 
the  Montana  Power  Co.  that  rental  which  by  its  theory  should  be 
diverted  to  parties  other  than  the  Indians  but  certainly  not  the  Mon- 
tana Power  Co.  The  War  Department  estimates  (not  the  word 
"estimates")  that  25  per  cent  of  the  storage  lands  belong  to  the 
Indians  (p.  3  of  its  set-up).  Therefore,  the  War  Department  says 
the  Indians  should  receive  25  per  cent  of  the  advantage  created  by 
the  storage. 

Mr.  Scattergood  yesterday  testified  that  the  Indians  owned  50 
per  cent  of  the  storage  area. 

Mr.  Scattergood.  I  don't  think  so. 

Mr.  Collier.  And  that  is  the  truth,  and  is  a  matter  of  surveys, 
maps,  and  frequent  record  statements.  This  single  bit  of  jugglery, 
in  proposition  9,  page  3,  of  the  War  Department  set-up,  cuts  in  half 
the  already  diminished  rental  which  otherwise  the  Indians  would 
get  through  the  War  Department  set-up. 

I  repeat  that  the  War  Department  set-up  is  a  scandalous  document 
and  proves  either  an  extreme  incompetence  or  a  willful  and  strangely 
rash  juggling  of  arithmetic,  misstatement  of  facts  of  record  and  of 
acreage,  and  arbitrary  and  false  construction  of  law.  All  of  the 
jugglery,  misstatement  and  arbitrary  assumption  is  consistently  in 
favor  of  the  Montana  Power  Co.  and  against  the  revenue  claims 
of  the  Flathead  Tribe. 

I  have  already  stated  why  this  document  can  not  be  viewed  as  an 
accidental  or  casual  product.  Let  the  Federal  Power  Commission 
and  the  Indian  Bureau  set-up  be  obtained  and  compared  with  it. 
It  was  made  after  thev  were  made.     It  is  no  more  destructive  of 
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confidence  than  many  of  the  other  exhibits  and  happenings  in  con- 
nection with  this  proposed  license. 

I  do  not  want  to  cover  ground  adequately  covered  by  yesterday's 
witnesses,  but  I  do  ask  you  to  allow^  me  to  dwell  on  certain  facts 
partially  dealt  with  yesterday,  because  of  their  bearing  on  the  ele- 
ment of  Indian  interest. 

First,  the  Montana  Power  Co.  has  repeatedly,  under  oath,  stated 
its  intention  to  develop  only  part  of  site  No.  1  and  none  of  the  other 
sites.  The  question  was  raised  yesterday,  whether  any  fear  ought 
justly  to  be  felt  lest  the  Federal  Power  Commission  should  tolerate 
a  lack  of  full  development.  The  granting  of  this  license  to  the 
Montana  Powder  Co.  would  answ^er  the  question.  It  would  establish 
a  32  per  cent  development  as  against  a  possible  100  per  cent  develop- 
ment. No  rate-regulation  can  be  established  through  the  license. 
Industries  will  not  hurry  to  Montana  under  the  high  industrial 
rates  of  the  Montana  Power  Co.  The  license  granted  to  the  Mon- 
tana Power  Co.  could  not,  and  no  subsequent  action  by  the  Power 
Commission  could,  require  power  development  in  excess  of  the  avail- 
able market.  The  Montana  Power  Co.  has  made  no  secret  of  its 
position.  It  has  other  and  more  accessible  water  powers.  It  does 
not  contemplate,  and  has  no  use  for,  a  development  of  more  than 
68,000  horsepower. 

Second.  Being  unconnected  with  Mr.  Walter  H.  Wheeler  in  any 
fashion  and  obligated  to  him  in  no  fashion,  I  am  free  to  state  that 
from  the  standpoint  of  Indian  interests  a  full  development  even  at"a 
cheaper  rental  per  developed  horsepower  would  be  more  desirable, 
because  it  would  net  a  very  much  greater  revenue,  than  a  32  per 
cent  development  even  though  the  rental  per  horsepower  were 
higher  for  the  restricted  development.  However,  Mr.  Walter  H. 
Wheeler  has  not  asked  to  be  charged  less  rent  than  his  competitor. 
He  has  correctly  pointed  out  that  to  load  the  rental  heavier  at  that 
point  of  development  beyond  w^hich  his  competitor  will  not  go,  but 
beyond  which  he,  Walter  H.  Wheeler,  will  go,  is  a  discrimination 
in  favor  of  the  competitor  and  against  Walter  H.  Wheeler,  and  is  a 
discouragement  of  development,  and  the  fact  is  as  clear  as  day. 
And  in  the  light  of  the  evident  determination  to  grant  the  license 
to  the  Montana  Power  Co.,  the  fact  is  of  disastrous  consequence  to 
the  Indians. 

Third.  The  vice  president  of  the  Montana  Power  Co.,  Mr.  Kerr, 
and  Mr.  Kelly,  attorney  for  the  company,  testified  under  oath  before 
the  Federal  Power  Commission  that  unless  the  permit  or  license 
were  issued  before  January  last,  construction  could  not  be  begun 
until  next  winter.  Either  he  was  perjuring  himself,  or  it  is  erron- 
eous to  say  that  development  will  be  begun  instantly  if  the  license 
be  issued  to  the  Montana  Power  Co.  now.  A  preliminary  permit 
could  be  issued  to  Walter  H.  Wheeler;  if  that  bidder  makes  good, 
the  license  could  be  issued  before  next  winter  with  a  requirement  for 
instant  construction.  Construction  by  the  Montana  Powder  Co.  has 
been  deferred  until  next  winter  anyhow,  unless  Mr.  Kerr  was  per- 
juring himself. 

These  power  sites  are  to  be  licensed  for  50  years.  Even  were  the 
Federal  Power  Commission  at  this  moment  a  reputable  public 
agency,  which  it  is  not,  the  issue  as  between  licensing  now  and 
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licensing  one,  or  two,  or  three  years  from  now,  would  be  insignifi- 
cant compared  to  the  issue  as  between  licensing  for  a  small,  unregu- 
lated development  at  a  low  Indian  revenue  and  licensing  for  full 
development,  under  regulation,  with  greatly  increased  Indian 
rentals  and  with  cheapened  j)ower  for  50  years  to  come. 

Under  actual  conditions,  the  Power  Commission  being  what  it 
notoriously  is  at  this  moment,  and  w^ith  the  President  moving  to  get 
a  new  commission  and  Congress  moving  to  get  a  new  Federal  power 
law,  and  with  the  sinister  record  of  this  particular  case,  the  stampede 
toward  hastily  licensing  is  not  a  matter  of  haste  makes  waste.  It  is 
a  matter  of  haste  makes  scandal. 

There  are  none  so  blind  as  those  who  do  not  want  to  see,  and 
none  so  unbelieving  as  those  who  do  not  want  to  believe.  In  place 
of  examining  the  situation  as  a  whole,  and  of  examining  the  probable 
effect  of  a  big  and  permanent  reduction  of  industrial  powder  rates 
in  Montana,  and  the  Walter  H.  Wheeler  evidence  of  capacity  to 
create  market  through  radical  reductions  of  rate,  it  appears  that  the 
method  adopted  is  to  hold  that  this  competitor  has  not  made  a  show- 
ing unless  he  makes  a  showing  impossible  in  the  nature  of  the  facts 
and  the  law  and  business  practice,  impossible  no  matter  how  certain 
it  might  be  that  he  could  provide  a  market  if  he  secured  the  permit. 
Such  a  position  is,  in  effect,  nothing  but  a  partisan  advocacy  of  the 
Montana  Power  Co.'s  demand  for  a  license. 

I  submit,  Mr.  Chairman,  that  unless  I  am  completely  off,  and 
been  completely  misrepresenting,  then  this  is  a  grave  matter  for  the 
War  Department  to  present  fictitious  data,  and  alleged  conclusions 
not  derivable  from  that  data,  and  to  make  assumptions  contrary  to 
the  sworn  record,  and  all  of  them  peculiarly  favorable  to  the  Mon- 
tana Power  Co.,  and  transferring  the  Indian  rental  not  even  to  the 
public  but  straight  out  to  the  Montana  Power  Co.  I  need  not  say 
that  assuming  that  this  War  Department  proposal  would  apply  to 
whomever  got  the  license,  we  would  object  just  as  strenuously  to  Mr. 
Wheeler  if  he  were  the  favored  party.  Only  we  know  that  Mr. 
Wheeler  is  not  the  favored  party,  but  that  on  the  contrary  this  set-up 
is  meant  as  a  knock-out  blow  for  him  as  well  as  for  the  Indian 
rights. 

Senator  Wheeler.  What  evidence  have  you  got,  for  instance,  that 
the  engineers  are  under  the  control  of  the  Montana  Power  Co.  ? 

Mr.  Collier.  I  think  that  will  appear  as  I  develop  my  testimony. 

Senator  Wheeler.  I  know,  but  have  you  got  any  evidence  that 
they  w^ere? 

Mr.  Collier.  The  evidence  is  this 

Senator  Wheeler  (interrupting).  From  the  Army  Engineers' 
report  as  made 

Mr.  Collier  (interrupting).  That  is  it.  I  want  to  be  very 
clear  that  I  am  not  referring  to  individuals  particularly,  but  to 
actions  by  officials.  Since  the  beginning  of  1927 — and  this  is  well 
known  to  Senator  Wheeler — the  Federal  Power  Commission,  speak- 
ing of  it  as  an  institution  without  respect  to  persons,  has  been  seeking 
with  great  pertinacity  to  deliver  the  power  site  to  the  Montana 
Power  Co.  The  evidence  as  to  that  is  not  speculative.  In  my 
opinion  it  is  factual  and  conclusive. 

Senator  Wheeler.  What  evidence  have  you  got  ? 
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Mr.  CoixiER.  I  spoke  of  what  has  been  the  policy;  whose  ever 
policy  it  was.  They  have  been  loading  the  dice  and  pushing  the  cart. 
I  don't  say  that  it  was  Mr.  Secretary  Work,  or  Secretary  Wilbur,  it 
has  been  an  institutional  continuity  of  favoritism-.  I  refer,  as  an 
example,  to  this  agreement  of  February  17,  which  they  drew  up  in 
the  Indian  office.  That  agreement,  signed  by  the  Montana  Power 
Co.  and  by  the  Rocky  Mountain  Power  Co.,  was  variously  denomi- 
nated a  contract  and  a  tentative  agreement.  It  was  tentative  in  the 
sense  that  its  fulfillment  depended  on  an  amendment  of  the  law  which 
was  sought  by  the  officials,  secured  in  the  House  but  blocked  in  the 
Senate. 

Mr.  ScATTERGOOD.  What  year  was  that? 
Mr.  Collier.  1927. 

Senator  Wheeler.  That  was  before  Mr.  Rhoads's  time.  It  should 
be  designated  as  before  that  time. 

Mr.  Collier.  It  is  not  a  matter  of  alleging  things  against  certain 
men  whom  I  profoundly  respect,  now  in  office,  to  say  that  the  Federal 
Power  Commission,  the  Interior  Department,  and  the  Indian  Office 
have  been  and  are  unfairly  disposed  in  the  matter. 

Senator  W^heeler.  Let  me  say  this  to  you :  I  was  strongly  of  the 
impression  that  Mr:  Burke  and  the  crowd  up  in  the  Indian  Office 
were  partial  to  one  group  and  that  they  didn't  give  anybody  else  a 
fair  hearing ;  but,  so  far  as  I  am  concerned,  I  have  had  absolute  con- 
fidence in  the  integrity  of  the  two  men  in  office  now. 

Mr.  Collier.  Let  me  say  this :  I  am  compelled  to  repeat  my  state- 
ment. To-day,  as  two  years  ago,  it  is  clear  to  me — and  I  am  going 
to  present  some  evidence  to  support  it — that  the  Power  Commission 
and  the  Indian  Office  are  prejudiced  and  are  acting  with  favoritism 
toward  the  Montana  Power  Co. — to-day  just  as  much  as  two  years 
ago. 

Senator  Wheeler.  Let  us  get  that  straight.  You  don't  mean  to- 
make  it  that  broad,  because  Mr.  Scattergood  and  Mr.  Rhoads  have 
both  been  doing  everything  they  could  to  get  a  better  price  for  the 
Indians  out  there  on  the  reservation  than  the  other  group,  Mr.  Burke 
and  Assistant  Commissioner  Meritt,  have  attempted  to  get.  Isn't 
that  a  fact? 

Mr.  Collier.  This  switches  me,  but  I  will  ansAver  it  this  way.  Sena- 
tor. Through  a  term  of  months,  no  one  proclaimed  it  more  than  I 
did,  there  was  an  intense  pro-Indian  and  propublic  activity  carried 
out  by  Mr.  Scattergood.  He  forced  into  the  record  many  of  the  essen- 
tial facts  bearing  on  this  power  site  and  its  possibilities,  on  rate 
structures,  profits,  and  many  things  beside.  Then  apparently  he 
changed.  Either  he  consented  to  a  reversal  of  what  was  indicated 
by  the  record  he  had  made  or  he  was  overruled  and  forced  to  be  silent 
and  forced  to  give  apparent  acquiescence.  It  is  my  impression  that 
the  same  bureaucratic  pertinacities  and  record  protecting  and  obstina- 
cies that  wore  down  and  broke  their  predecessors  are  wearing  down 
and  breaking  the  new  officials.  We  have  the  same  technical  personnel" 
that  we  had  before,  we  have  a  secretary  of  the  Power  Commission, 
whose  indorsement  we  know.  In  the  Indian  Office  we  have  the  same 
reclamation  and  irrigation  group,  the  same  men  who  betrayed  the 
Indian  interest  in  1927.  We  have  the  same  congressional  situation 
on  the  House  side,  with  pressure,  not  secret  but  open,  from  one  floor 
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of  Congress  in  the  direction  of  a  certain  kind  of  action.  It  is  the 
action  Avhich  only  the  Montana  Power  Co.  Avants.  This  is  not  a 
matter  of  impugning  individuals.  But  it  does  sometimes  seem  that 
in  this  Government  of  ours  the  bureaucrat  must  prevail.  He  is  pre- 
vailing with  the  new  Indian  Bureau  chiefs  in  this  and  in  many  other 
matters. 

I  didn't  intend  to  generalize  my  statement  but  to  give  the  facts. 
Let  me  go  back.  The  predisposition  of  the  department  and  of  the 
Federal  Power  Commission,  on  February  17,  1927,  is  clear  to  every- 
body. Had  the  amendment  of  the  Federal  Power  Act  been  se- 
cured, the  amendment  attempted  following  this  agreement,  then  the 
tentative  agreement  would  have  become  an  effective  agreement,  and 
the  permit  and  license  would  have  been  issued  and  the  Indians  and 
the  public  would  have  been  permanently  injured.  That  amend- 
ment, providing  for  the  split-up  of  the  revenues,  was  defeated  in 
1927  in  the  deficiency  bill.  Consequently  this  tentative  agreement 
never  became  operative.  It  has  been,  however,  referred  to  as  a  doc- 
ument still  operative.  The  chairman  of  the  House  subcommittee  on 
Interior  Department  appropriations  repeatedly  has  spoken  of  it 
as  an  agreement  that  still  holds,  to  which  he  intends  to  bind  the  In- 
terior Department.  And  the  new  department  officials  have  never 
in  the  record  contradicted  him. 

Mr.  ScATTERGOOD.  May  I  just  call  your  attention  to  the  fact  that 
it  was  a  split  up  of  Indian  rentals,  not  of  revenue.  There  is  a  big 
difference  between  the  Indian  rentals  and  revenues  of  the  company. 

Mr.  Collier.  The  agreement  tied  up  the  white  settlers  whom  it 
made  recipients  of  the  Indian-owned  benefits,  w^ith  the  Montana 
Power  Co.  in  a  common  drive  to  secure  the  amendment  of  the  law. 
It  holds  them  still  tied  up  with  the  Montana  Power  Co.  in  its  drive 
for  the  license. 

Senator  Wheeler.  I  am  assuming,  of  course,  Mr.  Collier,  that 
that  agreement  has  no  binding  force,  and  that  the  department  isn't 
going  to  be  governed  by  that  agreement.  I  understand  that  it  was 
abandoned  a  long  time  ago. 

Mr.  Collier.  It  was  certainly  not  so  stated  by  Mr.  Merrill — that 
was  more  than  a  year  ago,  of  course. 

Senator  Wheeler.  Let  us  get  this  straight,  so  that  it  will  not 
leave  the  wrong  impression.  Secretary  Work  himself  announced, 
after  protests  were  made  concerning  it,  that  this  property  belonged 
to  the  Indians,  and  I  have  assumed  from  everything  that  I  have 
heard  and  known  that  this  agreement  was  not  being  considered  in 
any  way,  shape,  or  form  by  the  commission  at  the  present  time. 

Mr.  Collier.  There  is  an  immediate  legislative  matter  that  con- 
nects with  it 

Senator  Wheeler  (interrupting).  Nobody  can  hold  the  depart- 
ment to  blame  for  everything  that  some  member  of  Congress  said. 

Mr.  Collier.  An  amendment  has  this  year  been  placed  in  the  gen- 
eral appropriation  bill,  reviving  the  authority  of  the  Interior  De- 
partment to  construct  the  Xewell  Tunnel  plant,  directing  the  ex- 
penditure of  moneys  therefor  in  the  event  that  the  Secretary  of  the 
Interior  shall  proceed  to  construct  the  Xewell  Tunnel  plant.  Con- 
gressman Cramton  has  stated  that  he  and  his  committee  intend  to 
insist,  if  a  license  be  not  promptly  issued,  that  the  Xewell  Tunnel 
construction  shall  go   forward  and  to  insist  on   an   agreement  in 
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writing  which  Mr.  Cramton  says  exists.  That  presumably  is  the 
February  17,  1927,  agreement.  Now,  the  Interior  Department 
makes  itself  heard  on  legislation  pretty  insistently.  It  is  not  or- 
dinarily bashful.  This  item  is  totally  indefensible,  is  one  that  can 
not  be  argued  except  from  the  standpoint  of  one  who  wants  to  hav<» 
the  whip  handle  by  means  of  it.  Has  the  Interior  Department  reg- 
istered any  objection  to  this  amendment?  If  they  have  not,  inas- 
much as  they  do  pass  freely  on  all  legislation,  they  are  at  least 
passively  consenting  to  it. 

Now  tor  the  immediate  present.  I  will  try  to  give  briefly  some 
facts  which  relate  to  things  happening  right  now  on  the  Flathead 
Reservation  and  at  Washington,  having  to  do  with  the  misuse  of 
the  authority  and  the  employed  personnel  of  the  Indian  Bureau  to 
the  end  of  favoring  the  Montana  Power  Co.  Last  summer  this 
committee  held  hearings  on  the  Flathead  Reservation.  At  that 
time  certain  facts  came  out.  You  will  recall,  for  example,  the 
first  hundred-dollar  bill  that  Chief  Charlo  of  the  Flatheads  ever 
saw. 

Senator  Wheeler.  We  are  all  familiar  with  that. 

Mr.  Collier.  I  am  merely  recalling  it.  There  likewise  became 
public  the  prelicense  statement  of  the  Montana  Power  Co.,  which 
prelicense  statement  was  approved  by  Mr.  Merrill  and  promoted 
by  Mr.  Bonner,  the  incoming  secretary. 

Senator  Wheeler.  Are  you  sure  it  was  approved  by  Mr.  Merrill? 

Mr.  Collier.  Yes.  And  that  sworn  prelicense  statement  contains 
a  lot  of  interesting  material  about  these  Montana  Power  Co.  em- 
ployed and  bureau-favored  Indians.  The  payments  of  money  to 
these  Indians  and  to  white  men  to  influence  them  is  sworn  to  as 
part  of  a  vastly  inflated  alleged  prelicense  cost  to  be  included  in  the 
capital  costs  of  that  license  to  be  used  as  a  basis  for  rate  making, 
and  so  on. 

Mr.  Scattergood.  How  was  the  Indian  Bureau  connected  with 
that?    I  didn't  get  that. 

Mr.  Collier.  I  am  coming  to  that.  The  fact  that  the  statement  of 
the  prelicense  costs  became  public  was  of  great  value  to  the  public 
cause.  It  has  cleared  the  air.  It  has  raised  a  lot  of  interesting  ques- 
tions. This  is  a  very  illuminating  document,  and  I  would  suggest 
that  it  be  put  into  the  record  of  this  committee,  and  I  think  before 
I  am  done  I  will  indicate  why  I  think  it  should  be  put  into  the  record 
of  this  committee. 

At  the  hearing  July  last  before  your  committee  at  the  Flathead 
Reservation  the  Assistant  Commissioner  of  Indian  Affairs  told  the 
Indians  that  he  desired  that  they  reevidence  what  their  wishes  were 
about  the  tribal  government,  about  their  attorney,  and  so  on.  Gen- 
erally he  wanted  a  new  showing  validating  their  official  existence. 
On  October  5  that  request  was  met  through  a  tribal  meeting  called 
by  the  chairman  of  the  Flathead  tribal  council,  attended  by  Mr.  Coe, 
the  superintendent,  and  minutes  were  adopted  and  were  certified 
by  Mr.  Coe,  and  by  him  were  transmitted  to  Washington.  In  order 
to  make  sure  I  personally  asked  Mr.  Scattergood  about  a  month 
ago  whether  the  tribal  council  was  the  authorized  bodv  of  the  tribe. 
He  replied  that  it  was.  It  has  been  for  a  long  time,  ft  met  October 
5  and  reelected  its  officers.  The  opposition  attended  the  meeting, 
debated  and  voted,  and  was  voted  down. 
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Mr.  ScATTERGOOD.  There  is  one  little  item  that  I  didn't  know  of 
at  the  time  that  you  speak  of.  It  appears  that  there  was  some  techni- 
cal failure  to  carry  out  the  actual  rules  for  calling  tribal  meetings 
at  the  time  of  this  meeting. 

Mr.  Collier.  They  didn't  go  through  some  formality  ? 

Mr.  ScATTERGOOD.  I  didn't  know  that  at  the  time.  As  a  matter 
of  fact,  I  don't  believe  that  any  official  action  has  been  taken  on 
this  election. 

Mr.  Collier.  The  commissioner  has  stated  that  he  wanted  a  meet- 
ing, and  the  meeting  was  called,  and  the  technicality  was  that  they 
didn't  go  through  the  formality  of  having  the  superintendent  join 
in  issuing  the  call. 

Senator  Wheeler.  That  shouldn't  invalidate  it. 

Mr.  Collier.  It  has  been  held  to  invalidate  it. 

Senator  Wheeler.  You  can't  invalidate  an  election  because  of  the 
fact  that  some  technicality  occurred  if  the  people  were  there  and 
voted. 

Mr.  Collier.  On  November  30  there  foregathered  in  the  office  of 
Superintendent  Coe  certain  Indians,  and  those  Indians  included* 
several  Indians  exposed  before  your  committee  last  July  as  Indians 
whom  the  Montana  Power  Co.  had  bought  and  was  continually 
buying  with  money.  Who  presided  over  this  meeting?  Superin- 
tendent Coe  presided  over  this  meeting.  The  affidavits  which  I  have 
here  state  that  there  were  about  20  Indians  present.  Prior  to  this 
time  this  same  group  of  Indians,  who,  incidentally,  seem  to  spend  a 
good  deal  of  their  time  in  jail — like  Richard  McLeod,  and  Louis 
Yallee,  who  has  since  been  sent  up  for  25  years — they  circulated  a 
petition  which  concealed  the  existence  of  competition  for  the  power 
sites  and  called  for  an  immediate  issuance  of  license,  with  no  condi- 
tions attached  to  the  demand,  to  the  Montana  Power  Co.  That  peti- 
tion was  not  only  verified  and  checked  over  by  Superintendent  Coe, 
but  the  petition  postcards  were  addressed  to  Superintendent  Coe. 
I  would  like  to  put  into  the  record  Superintendent  Coe's  enthusiastic 
letters  on  this  subject,  together  with  other  letters  and  documents  on 
this  same  subject. 

The  Chairman.  Without  objection  Mr.  Coe's  letters  referred  to  by 
Mr.  Collier  and  other  correspondence,  are  admitted  for  the  record 
and  ordered  printed. 

(The  above  referred  to  letters  are  inserted  and  read  as  follows:) 

Decembek  11,  1929. 
Hon.  Lynn  J.  Frazier, 

Chairman  Senate  Committee  on  Indian  Affairs, 

Washington,  D.  C. 

Dear  Sir:  This  letter  calls  your  attention  to  a  demoralizing  and  outrageous 
<3onduct  on  the  part  of  Mr.  Charles  E.  Coe,  superintendent  of  the  Flathead  Res- 
ervation. We  address  you  not  only  because  of  your  position  as  chairman  of 
the  Senate  Indian  Affairs  Committee,  but  because  you  have  immediate  knowl- 
edge of  the  recent  facts  at  the  Flathead  Reservation. 

We  ask  whether  you  will  not  take  this  subject  up  with  the  Secretary  of  the 
Interior  and  the  Commissioner  of  Indian  Affairs. 

When  your  committee  held  hearings  at  the  Flathead  Reservation  July  29  and 
30  last,  your  records  will  show  that  some  effort  was  made  to  cast  doubt  upon 
the  authority  of  the  Flathead  Tribal  Council.  There  was  even  a  public  dis- 
turbance made  by  one  Joe  Irvine,  who,  as  the  public  records  now  show,  was 
at  various  times  paid  money  by  the  Montana  or  Rocky  Mountain  Power  Co. 
Closely  affiliated  with  Joe  Irvine  has  been  one  Joe  Allard. 
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You  will  recall  that  at  the  hearing  of  your  committee  the  Assistant  Commis- 
sioner of  Indian  Affairs,  Mr.  Scattergood,  made  a  statement  to  the  effect  that 
the  Indian  Oflace  would  desire  a  new  election  to  be  held,  at  which  a  vote  would 
be  taken  confirming  or  changing  the  tribal  council  and  the  choice  of  attorney. 
He  stated  that  the  Indian  Office  desired  thus  to  find  out  what  ofiicers  should 
be  dealt  with  as  being  incontestably  the  authorized  representatives  of  the  tribe. 
Such  election,  duly  called  under  the  rules  and  regulations  of  the  Secretary 
of  the  Interior,  was  held  October  5  last.  Supt.  Charles  E.  Coe  was  present. 
The  election  resulted  in  choice  of  members  of  the  tribal  council  and  Caville 
Dupuis  was  reelected  chairman.  The  vote  was  overwhelming.  The  same  elec- 
tion reaflirmed  A.  A.  Grorud  as  attorney  for  the  tribe. 

In  the  meantime,  the  matters  connected  with  the  disposal  of  the  Flathead 
power  site  have  been  moving  toward  a  climax.  The  Montana  Power  Co.  is 
seeking  a  license  and  the  Flathead  irrigation  district  are  claiming  the  right 
to  a  part  of  the  proceeds.  The  attorney  of  the  tribe,  Mr.  A.  A.  Grorud,  has 
represented  the  tribe  at  the  hearings  of  the  Federal  Power  Commission,  and  a 
reading  of  his  brief  and  reply  brief  sufficiently  indicates  why  the  Montana 
Power  Co.,  the  Flathead  irrigation  district,  and  the  Hon.  Louis  C.  Cramton  are 
hostile  toward  him,  and  toward  the  Flathead  Tribal  Council,  and  toward  the 
fact  that  he,  Mr.  Grorud,  has  been  continued  as  the  attorney  of  this  tribe. 

We  now  state  the  matter  concerning  which  we  protest  with  all  our  vigor. 
Superintendent  Coe,  whose  prejudice  against  the  interests  of  the  Flathead  Tribe 
has  been  made  plain  through  a  long  series  of  improper  actions  in  the  past,  has 
now  thrown  himself  into  an  active  intrigue,  designed  to  overturn  the  results 
of  the  recent  election  or  to  throw  into  the  picture  a  new  alleged  tribal  organ- 
ization dominated  by  Joe  Allard  and  that  small  group  of  Indians  and  their 
white  connections  who  have  been  consistently  executing  the  will  of  the  Montana 
Power  Co. 

The  intrigue  is  being  carried  out  as  follows :  A  secret  meeting  was  called  in 
the  name  of  the  Flathead  Tribal  Council,  without  the  knowledge  of  the  coun- 
cil's officers.  This  secret  meeting  was  held  at  Superintendent  Coe's  office  and 
he  presided  over  it  until  Joe  Allard  was  named  as  its  temporary  chairman. 
At  this  meeting  this  pretended  organization  adopted  a  resolution  against  com- 
pensating A.  A.  Grorud  as  tribal  attorney  and  otherwise  carrying  forward  the 
same  campaign  that  has  gone  ahead  through  the  instrumentality  of  Superin- 
tendent Coe,  Joe  Irvine,  and  the  Montana  Power  Co.  agents  through  a  term 
of  years. 

We  denounce  Superintendent  Coe  for  engaging  in  a  continuing  conspiracy, 
which  is  not  only  a  betrayal  of  his  obligations  as  superintendent  of  this  reserva- 
tion, but  which,  in  addition,  is  an  act  of  insubordination.  If  it  is  not  an  act 
of  insubordination,  then  it  must  follow  that  the  statement  of  Assistant  Com- 
missioner Scattergood  and  the  calling  of  a  tribal  meeting  under  the  rules  and 
regulations  of  the  Interior  Department  were  not  seriously  intended  by  the 
department.  We  have  considered,  and  we  now  consider,  that  the  department 
was  serious  in  its  intentions,  was  acting  in  complete  good  faith  with  the  Flat- 
head Tribe,  and  was  determined  to  bring  to  an  end  the  misuse  of  the  Govern- 
ment's authority  on  this  reservation  in  a  furtherance  of  interests  adverse  to 
this  tribe  and  to  the  obligations  of  the  United  States  as  trustee  over  the  Flat- 
head power  site. 

Respectfully, 

Flathead  Tribal  Council, 
By  Caville  Dupins,  President. 

Albert  W.  Lemery,  Vice  President. 

MosE  Grenier,  Treasure^'. 

V.  A.  VooRHEES,  Secretary. 

Phil.  A.  Moss,  Assistant  Secretary. 


February  15,   1930. 
Hon.  Lynn  J.  Frazier, 

Chadrman  Senate  Indian  Affairs  Committee. 
Dear  Sir:  We  appeal  to  you  for  help  in  a  matter  concerning  which  we 
have  previously   appealed,   without   results,   to   the   Interior  Department   and 
Indian  Office. 

On  December  20,  last,  we  wrote  to  the  Interior  Department,  pointing  out 
that  Flathead  superintendent,  Mr.  Charles  B.  Coe,  was  once  more  engaged 
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in  an  active  conspiracy  with  certain  members  of  this  tribe  who  have  been 
utterly  discredited  in  the  hearings  before  your  committee  and  by  the  data 
brought  out  at  the  Flathead  power  site  hearings  of  the  Federal  Power 
Commission. 

We  pointed  out  that  although  the  tribe  had  met  as  directed  by  the  depart- 
ment, and  had  elected  its  officers,  who  alone  were  entitled  to  represent  the 
tribe,  not  only  according  to  the  tribal  will  but  according  to  the  departmental 
regulations,  still,  after  this  election.  Superintendent  Coe  had  continued  his 
dealings  with  these  discredited  individuals,  and  they  had  met  in  his  office  by 
call  and  had  organized  a  rump  alleged  organization  pretending  to  represent  the 
the  Flathead  Tribe. 

We  urged  the  attention  of  the  Interior  Department  to  this  demoralizing 
situation.  We  do  not  refer  to  the  meeting  together  of  any  2,  10,  or  100  mem- 
bers of  his  tribe  on  their  own  initiative.  We  refer  to  a  conspiracy  between 
the  superintendent  of  our  reservation  and  a  handful  of  discredited  men  who  are 
working  to  deliver  our  chief  resource  under  unfavorable  conditions  to  the 
the  Montana  Power  Co.  And  we  do  not  refer  to  any  matter  of  opinion  but 
only  to  matters  of  record. 

The  fake  organization '  above  referred  to,  organized  with  the  help  and  in 
the  office  of  Superintendent  Coe,  has  continued  issuing  statements,  some  of 
which  have  been  placed  in  the  Congressional  Record,  diametrically  opposed 
to  and  misrepresenting  the  real  action  of  the  tribe. 

The  notorious  Joe  Allard,  Joe  Irvine,  and  Ben  Cramer  continue  to  be  chief 
movers  in  this  conspiracy,  and  so  long  as  they  are  furnished  money  to  do 
it  they  will  continue.  Richard  McLeod  and  Louie  Valee  have  been  removed 
from  the  situation,  one  now  serving  time  in  Deer  Lodge  Penitentiary,  the 
other  now  serving  25  years  at  McNeill's  Island. 

The  situation  has  now  reached  a  point  where  it  is  filled  with  danger  of 
tribal  disorder.  Tlie  fake  alleged  organization  has  set  a  meeting  for  the  first 
Monday  in  March  to  elect  oflicers.  If  Superintendent  Coe  goes  ahead  throw- 
ing the  power  of  his  office  back  of  this  faithless  group,  grave  trouble  is  to  be 
apprehended.  His  action  is  necessarily  insubordination,  unless  we  are  to 
believe  that  the  department  is  deliberately  misleading  the  Flathead  Tribe 
and  maintaining  rules  and  regulations  which  it  is  instructing  its  superintendent 
to  disregard. 

Will  you  not  intervene  in  this  situation,  at  the  earliest  possible  moment? 
Respectfully  yours, 

Caville  Dupuis, 
President  Flathead  Tribal  Council. 


The  American  Indian  Defense  Association  (Inc.), 

Washington,  D.  C,  Fehrnary  11,  1930. 
Hon.  Lynn  J.  Frazieb, 

Chairman  Senate  Committee  on  Indian  Affairs,  Washington,  D.  C. 

Dear  Senator  Fbaziek  :  A  scandalous  condition,  strictly  within  the  purview  of 
your  committee,  has  been  brought  to  a  focus  through  a  telegram  dated  Feb- 
ruary 12,  1930,  sent  from  the  Flathead  Reservation  to  various  persons  in 
Washington. 

The  situation  apparently  includes  open  insubordination  on  the  part  of  the 
reservation  superintendent,  Charles  E.  Coe ;  collusion  between  him  and  certain 
Indians  who  have  received  money  from  the  Montana  Power  Co. ;  and  a  remark- 
able coincidence  between  action  by  these  parties  and  action  by  Congressman 
Louis  C.  Cramton,  referred  to  below. 

I  quote  the  telegram,  sent  from  Poison,  Mont.,  February  12: 

"  The  status  of  the  Flathead  Indian  Association  was  read  into  the  Congres- 
sional Record  a  few  days  ago.  The  association  urges  the  immediate  leasing — 
our  people  urge  the  immediate  leasing — of  the  Poison  power  site  as  was  evi- 
denced yesterday  at  a  meeting  at  Arlee  called  by  Chief  Charlo  of  the  Jocke 
district  of  the  Flathead  Indian  Reservation.  This  association  represents  fully 
90  per  cent  of  the  enrollment.  The  defunct  Flathead  Tribal  Council  is  an 
organization  in  name  only  with  a  half  dozen  followers.  We  vigorously  protest 
against  any  action  by  Grorud  King  Collier  or  any  so-called   Indian  welfare 
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associations  in  any  matter  pertaining  to  tlie  Flathead  Indians.  We  feel  the 
Government  will  judiciously  look  after  our  interest.  Caville  Dupuis  repre- 
sents but  himself  and  a  very  few  followers. 

The  Flathead  Indian  Association, 
Joseph  Allabd,  President. 
Attest  : 

Jos.  Irvine,  Secretary. 

St.  Ignatius,  Mont. 

It  is  apparent  that  a  renewed  and  intense  drive  has  been  set  under  way  to 
influence  the  Federal  Power  Commission  to  issue  immediately  a  license  to  the 
Flathead  p(^)wer  sites.  And  it  will  be  shown  that  this  drive  is  a  drive  on 
behalf  of  one  applicant,  the  Montana  Power  Co.,  whose  application  on  its  face 
and  in  the  light  of  the  public  record  made  before  the  Federal  Power  Commis- 
sion is  the  least  favorable  application  whether  from  the  standpoint  of  the 
Indians  or  the  general  public. 

This  drive  is  being  engineered  through  certain  members  of  the  Flathead 
Tribe  who  have  received  money  from  the  Montana  Power  Co.,  acting,  as  will 
be  proved  below,  with  the  Indian  Bureau  superintendent  on  the  Flathead  Reser- 
vation, Charles  E.  Coe.  Other  factors  are  the  organized  whites  of  the  Flathead 
irrigation  district,  to  whom  the  Montana  Power  Co.  has  proposed  that  a  part 
of  the  Indian  rentals  shall  be  paid  in  cash  or  in  kind;  and  the  open  lobby  of 
the  Montana  Power  Co.,  now  resumed  at  Washington.  An  important  contribut- 
ing factor  in  effect,  if  not  in  open  purpose,  is  Congressman  Cramton,  whose 
most  recent  publicly  known  action  has  been  to  insert  in  the  pending  appropria- 
tion bill  a  "  joker,"  which  I  shall  describe  below. 

Your  attention  is  particularly  directed  to  the  use  of  the  Indian  Bureau's 
oflicial  machinery  to  further  the  efforts  of  Joe  Irvine,  Chief  Charlo,  and  Joe 
Allard,  who  openly  and  notoriously  have  been  seeking  to  throw  the  license  to 
the  Montana  Power  Co.  Apparently  the  Indian  Bureau's  machinery  is  being 
thus  used  without  the  knowledge  and  contrary  to  the  express  policy  of  the 
Commissioner  of  Indian  Affairs. 

The  hearings  of  your  committee  at  the  Flathead  Reservation  July  29  and 
30,  1929,  established  through  his  own  admission  that  Chief  Charlo  had  received 
money  from  F.  M.  Kerr,  vice  president  and  general  manager  of  the  Montana 
Power  Co.,  "  the  first  hundred-dollar  bill  he  had  ever  seen." 

The  sworn  exhibits  of  the  Montana  Power  Co.  itself,  delivered  to  the  Fed- 
eral Power  Commission,  have  established  that  Joe  Irvine  had  a  various  times 
received  money  from  that  company. 

These  same  sworn  exhibits  by  the  Montana  Power  Co.  have  revealed  that 
various  other  Flathead  Indians  and  white  men  conducting  agitation  among 
the  Indians  have  received  money  from  the  Montana  Power  Co.  The  company 
actually  has  sought  to  include  some  of  these  payments  in  the  inflated  pre- 
license  cost  of  the  site,  to  be  used  as  a  basis  for  fixing  rates  against  the  con- 
sumers in  Montana.  The  former  secretary  of  the  Federal  Power  Commission, 
O.  C.  Merrill,  on  April  26,  1929,  indorsed  such  inclusion  of  expenditures  by  the 
Montana  Power  Co.  to  control  Indian  opinion  and  to  purchase  Indian  action. 

The  sworn  evidence  before  your  committee,  taken  at  the  Flathead  Reserva- 
tion, establishes  that  Joe  Allard  and  Joe  Irvine,  helped  by  Richard  McLeod, 
now  in  prison,  and  by  Louis  Vallee,  now  in  prison,  circulated  a  petition, 
representing  that  the  Flathead  Tribe  demanded  unconditionally  the  immediate 
granting  of  its  power  sites  to  the  Rocky  Mountain   (Mont.)   Power  Co. 

This  same  hearing  before  your  committee  produced  sworn  evidence  and 
affidavits  indicating  that  the  petition  in  question,  on  behalf  of  the  Montana 
Power  Co.,  or  petitions  of  equivalent  effect,  were  promoted  by  fraudulent  means, 
were  signed  by  Indians  who  believed  that  they  were  signing  a  totally  different 
document  and,  at  least  presumptively,  may  have  been  financed  by  the  Mon- 
tana Power  Co.  as  part  of  that  company's  expenditures  of  thousands  of  dollars 
to  purchase  Indian  favor. 

And  this  same  hearing  by  your  committee  brought  from  Superintendent 
Coe,  of  the  Indian  Bureau,  the  admission  that  he  had  participated  in  the 
procedure,  and  had  used  Indian  Ofllce  space  and  time  to  check  the  deceptive 
petition  with  the  rolls. 

Superintendent  Coe,  under  oath  told  your  committee  that  his  participation 
in  this  petition  on  behalf  of  the  Montana  Power  Co..  had  merely  been  that  of 
checking  and  verifying  the  petition.  But  I  have  before  me  a  postcard 
printed  on  both  sides,  and  on  one  side  is  the  petition  with  l)lanks  for  signature, 
and  on  the  other  side  Is  the  name  and  address  of  Maj.  C.  E.  Coe,  Flathead 
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Agency,  Dixon,  Mont.  Coe  was  the  direct  recipient  of  these  signatures  solicited 
through  the  mails. 

And  I  have  before  me  a  printed  statement  signed  by  an  anonymous  "  Com- 
mittee "  which  accompanied  the  mailed  card.  This  printed  request  for  sig- 
natures avoids  any  mention  of  the  fact  that  two  competing  applicants  were 
at  that  date  (December  24,  1928),  as  now,  contesting  for  the  license,  and  states: 

"  If  we  are  to  get  this  site  leased  to  the  Rocky  Mountain  Power  Co.  we  must 
act  at  once,  or  they  will  develop  property  which  they  hjive  elsewhere  in  the 
State,  and  our  site  will  undoubtedly  continue  undeveloped  for  another  long 
period  of  time. 

"  If  you  can  not  write,  make  your  mark  and  have  it  w^itnessed." 

This  information  I  give  because  it  bears  on  the  deceptive  nature  of  the 
petition  and  on  the  part  played  in  this  matter  by  Superintendent  Coe. 

At  your  hearings,  above  referred  to,  it  was  established  by  the  admission  of 
Joe  AUard  and  the  testimony  of  Elmer  S.  Hershey,  that  Superintendent  Coe  of 
the  Indian  Bureau  had  used  his  authority,  his  official  time,  and  his  office  space 
to  promote  an  effort  to  overturn  the  tribal  action  in  the  matter  of  tribal  attor- 
ney. Superintendent  Coe  himself  admitted  that  the  petition  above  referred 
to  on  behalf  of  the  Montana  Power  Co.  had  been  circulated  by  Joe  Irvine, 
Ben  Cramer,  and  one  Louis  Vallee,  who,  since  the  date  of  your  hearing,  has 
been  sentenced  to  25  years  in  the  penitentiary.  Cramer,  under  examination, 
admitted  his  malice  against  Senator  Wheeler  who,  as  the  testimony  brought 
out,  had  successfully  prosecuted  Cramer  for  a  violation  of  the  liquor  laws ; 
admitted  the  circulation  of  slanderous  innuendos  against  Senator  Wheeler; 
and  stated  (p.  169)  "We  are  lucky  to  have  the  agent  we  got  (Superintendent 
Coe)."' 

The  above  information  is  preliminary.  I  give  it  as  a  background  in  order 
to  make  plain  the  scandalous  nature  of  what  is  now  going  on. 

Assistant  Commissioner  Scattergood,  of  the  Indian  Bureau,  testified  before 
your  committee  at  the  July  30  hearing  on  the  Flathead  Reservation.  He  used 
the  following  words,  which  give  a  larger  significance  to  the  recital  immediately 
to  follow  : 

"  I  might  say  at  this  time  that  it  would  be  a  great  help  to  the  department  at 
this  time  to  know  the  wishes  of  this  tribe  at  the  present  time,  and  it  would  be 
a  good  idea  if  a  vote  could  be  taken  on  it  at  an  early  date  and  the  desires  of 
the  tribe  made  known  and  made  a  record  of  record." 

Thereafter,  on  October  5.  the  tribal  meeting  was  duly  called,  following  the 
instruction  of  the  Indian  Bureau,  and  in  accordance  with  the  bureau's  rules 
and  regulations  and  the  established  procedures  of  the  tribe.  So  open  was  this 
meeting,  held  at  St.  Ignatius  on  the  reservation,  that  the  Indians  named  and 
characterized  above,  AUard,  Irvine,  and  Charlo,  attended  and  consumed  much 
of  the  time  of  the  meeting.  The  minutes  of  the  meeting  were  certified  by 
Superintendent  Coe  to  the  Commissioner  of  Indian  Affairs.  I  have  the  minutes 
before  me  as  I  write.  They  show  that  the  tribal  officers  were  reelected  and 
that  the  tribal  attorney.  A.  A.  Grorud,  was  reelected ;  that  Joe  Allard  was  voted 
down  by  113  votes  against  and  15  for,  and  that  he  then  stated  in  open  meeting : 
"  I  will  not  recognize  any  business  done  by  this  council." 

The  present  tribal  council,  therefore,  represents  not  only  the  Flathead  Tr  be, 
but  the  Commissioner  of  Indian  Affairs  in  those  matters  falling  within  the 
jurisdiction  of  the  council,  the  most  essential  of  which  matters  of  course  is  the 
registration  of  the  tribal  will  in  matters  affecting  tribal  property,  of  which 
the  most  important  one  is  the  Flathead  power-site  question. 

We  now^  come  to  the  new  and  entirely  current  matter  which  seems  to  demand 
the  attention  of  your  committee.  On  November  30,  according  to  the  sworn 
testimony  of  the  Indians,  Superintendent  Coe  foregathered  in  h's  own  office 
with  that  same  group  of  Indians  who  had  circulated  the  petit  on  on  behalf  of 
the  Montana  Power  Co.  and  had  been  discredited  by  their  own  admissions  as 
well  as  by  independent  testimony  before  your  committee;  that  group  who  in 
some  instances  have  accepted  direct  payments  of  money  from  the  Montana 
Power  Co.  or  its  officers,  and  in  other  cases  presumptively  have  shared  the 
undesignated  "  handouts  "  by  the  company,  revealed  in  the  company's  prelicense 
tabulations  as  sworn  to  before  the  Federal  Power  Commission. 

According  to  the  Indians'  sw^orn  statement.  Superintendent  Coe  h  mself 
presided  over  this  meeting  at  the  beginning,  actively  participated  throughout, 
and  in  the  course  of  the  meeting  surrendered  the  chair  to  the  same  Joe  Allard 
previously  mentioned  in  this  letter.  And  now  Joe  Allard  appears  as  president 
of  the  alleged  "  Flathead  Indian  Association,"  and  at  th's  point  Congressman 
Cramton  reenters  the  picture. 
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On  February  4,  page  3187  of  the  Congressional  Record,  Congressman  Cramton 
inserts  a  letter.  In  that  letter,  Joe  Allard  informs  Charles  E.  Coe,  superinten- 
dent of  the  Flathead  Reservation,  that  the  meeting  attended  by  Mr.  Coe,  pre- 
sided over  by  Mr.  Coe,  held  in  the  office  of  Mr.  Coe,  has  indeed  been  held.  The 
letter  omits  to  inform  Mr.  Coe  that  Mr.  Coe  had  presided  over  saki  meeting  at 
the  beginning  and  had  actively  participated  in  it  throughout.  Congressman 
Cramton  does  not  reveal  whether  this  document  came  to  him  direct,  or  through 
the  ingenious  Superintendent  Coe,  or  from  the  Ind  an  Office  at  Washington. 

Then  Congressman  Cramton  places  in  the  Record  a  statement  from  Superin- 
tendent Coe  himself,  which  reads :  "  I  believe  the  new  body  is  the  most  repre- 
sentative one  that  has  ever  existed  among  these  Indians,  and  is  a  step  forward." 
Did  Superintendent  Coe,  or  did  some  person  at  Ind 'an  Office  headquarters, 
place  this  statement  in  Congressman  Cramton's  hands? 

Now,  reinforcing  Superintendent  Coe,  enters  H.  H.  Bonser,  well  known  to 
your  committee  as  being  one  of  the  discredited  group  above  referred  to.  From 
him  there  comes  an  unsigned  letter,  mailed  at  Missoula  February  11,  and  he 
says:  "The  whole  tr'be  is  now  ruled  by  this  new  organization  (the  alleged 
*  Flathead  Indian  Association')."  And  Mr.  Bonser  adds,  that  the  association 
has  passed  a  resolution  calling  for  the  immediate  lease  of  the  Flathead  power 
sites  to  the  Montana  Power  Co. 

In  order  to  make  quite  sure  of  the  facts,  I  have  to-day  asked  Assistant  Com- 
missioner Scattergood  whether  the  Flathead  Tribal  Council  is  the  authorized 
body  of  the  tribe,  as  the  records  show  it  to  be,  and  he  has  replied  affirmatively. 
I  have  likewise  briefly  informed  Commissioner  and  Assistant  Commissioner  about 
Superintendent  Coe's  activities  and  connections  as  stated  above.  I  insert,  for 
the  light  which  it  throws  on  Superintendent  Coe's  November  29  or  November  30 
meeting,  an  affidavit  by  three  Indians  who  were  present  at  that  meeting. 
State  of  Montana, 

County  of  Lake,  ss: 
Steve  Matt,  Peter  Adams,  and  Michel  Kaizer,  of  Lake  County,  Mont.,  each  for 
himself,  deposes  and  says:  That  on  or  about  the  29th  day  of  November,  1929, 
affiants,  and  each  of  them,  attended  a  meeting  of  about  20  Indians  who  were 
members  of  the  Flathead  Confederated  Tribes,  which  meeting  was  held  at 
Dixon,  Mont. ;  that  Charles  E.  Coe  was  present  at  this  meeting  and  acted  as 
temporary  chairman  thereof;  that  he  took  a  very  active  part  in  the  meeting 
and  dd  most  of  the  talking  that  was  done  at  the  meeting. 

Stevens  Matt. 
Peter  Adams. 

Michel   (his  x  mark)   Kaizeb. 
Subscribed  and  sworn  to  before  me  this  7th  day  of  February,  1930. 

L.    D.    French, 
Notary  Public  for  the  State  of  Montana,  residing  at  Poison,  Mont. 
[seal.] 

My  commission  expires  April  30,  19^2. 

Before  coming  to  the  last  information  that  I  desire  to  give,  I  point  out  that 
Mr.  Cramton  inserted  into  the  Record  February  4,  page  3187,  an  alleged  letter 
alleged  to  have  been  signed  by  Secretary  Ray  Lyman  Wilbur.  That  letter,  if 
signed  as  alleged,  indicates  that  essential  information  has  been  withheld  from 
the  Secretary  of  the  Interior. 

The  letter  states :  "  We  have  several  recent  resolutions  in  tne  files  which 
purport  to  represent  the  will  of  the  Flathead  Confederated  Tribe  of  Indians, 
designating  Mr.  Grorud  as  their  attorney.  *  *  *  These  resolutions  have 
never  been  recognized  by  the  department  nor  has  Mr.  Grorud's  apix)intment 
been  approved." 

As  narrated  above,  the  tribe  had  met  October  5  at  a  regular  general  meeting, 
pursuant  to  the  stated  desire  of  the  Indian  Office  that  the  tribe  should  make 
its  wishes  known  once  more.  At  that  meeting  Mr.  Grorud  had  been  again 
elected  tribal  attorney,  and  the  tribal  officers  had  been  elected,  and  it  is 
they,  on  behalf  of  the  tribe,  who  direct  Mr.  Grorud  as  the  tribal  attorney. 
The  recognized  official  organization  of  the  tribe  is  that  body  of  officers 
elected  as  above  described,  at  a  meeting  pursuant  to  the  instructions  of  the 
Indian  Commissioner  himself.  These  facts  are  withheld  from  Secretary 
Wilbur's  letter,  and  of  course  they  w^ould  not  have  been  withheld  by  Secretary 
Wilbur  had  he  known  tlieni,  and  yet  they  are  the  essential  facts.  As  they 
are  facts  of  record  in  the  Indian  Office  itself,  at  Washington,  it  follows  that 
some  official  In  that  office  withheld  them  from  the  Secretary. 
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In  sum,  with  reference  to  what  has  preceded  in  this  letter,  it  is  apparent 
that  Superintendent  Coe,  in  mutiny  against  the  undertaking  made  by  As- 
sistant Commissioner  Scattergood  before  your  committee,  and  in  mutiny 
against  the  rules  and  regulations  of  the  Secretary  of  the  Interior,  has  gone 
forward  in  an  active  collusion  with  certain  Indians,  some  of  whom  have 
been  in  jail,  some  of  whom  have  since  been  put  in  jail,  and  several  of  whom 
are  financially  obligated  to  the  Montana  Power  Co.  The  latest  result  of 
this   collusion   is   a   telegram   quoted   at   the   beginning   of   thiS   letter. 

The  state  of  facts  was  made  known  as  long  ago  as  December  11  last,  when 
the  Flathead  Tribal  Council  called  the  facts  to  the  attention  and  presumably 
to  the  attention  of  the  commissioner.  The  essential  facts  have  been  in  the 
Congressional  Record  since  February  4.    And  they  are  notorious. 

Coincidentally  with  this  amazing  situation  on  the  Flathead  Reservation,  a 
heavier  influence,  adverse  alike  to  the  public  welfare  and  to  the  rights  of  the 
Indian  tribe,  has  been  thrown  into  the  situation  by  Congressman  Louis  C. 
Cramton.  The  reference  is  not  merely  to  Mr.  Cramton's  statement,  made 
by  clear  implication,  in  spite  of  formal  disclaimers,  in  prejudice  against  the 
competing  applicant,  and  in  favor  of  the  Montana  Power  Co.,  before  the 
Federal  Power  Commission.  Nor  is  reference  intended  to  any  nonpublic 
activity  by  Mr.  Cramton,  or  activity  not  publicly  known.  Rather,  reference 
is  made  to  Mr.  Cramton's  action  in  placing  in  the  current  appropriation  bill 
the  notorious  clause  reviving  the  authority  of  the  Interior  Department  to 
construct  the  Newell  Tunnel  power  plant. 

Through  thai  clause,  if  the  Senate  enacts  it,  Mr.  Cramton  and  certain 
of  the  Burke-Meritt  hold-over  officials  of  the  Indian  Bureau  can  exert  a 
greatly  increased  pressure  on  the  Secretary  of  the  Interior  and  on  the 
Federal  Power  Commission ;  and  Mr.  Cramton  has  stated,  without  reser- 
vation, that  if  there  be  delay  in  the  issuance  of  the  license,  "  then  this 
(House  Appropriations)  committee  could  and  will  insist  upon  the  construc- 
tion of  the  (Newell  Tunnel)  power  plant." 

In  order  to  make  denial  on  this  point  impossible,  I  quote  further  from  Mr. 
Cramton,  testifying  before  the  Federal  Power  Commission  in  December  last. 
We  find  Mr.  Cramton  stating  that  money  had  been  made  available  in  the 
act  of  March  7,  1928,  "  for  the  construction  of  a  po^.er  plant."  That  is  a 
false  statement,  money  previously  available  for  such  construction  of  a  power 
plant  was  made  unavailable  by  the  act  of  March  7,  1928. 

Then  we  find  Mr.  Cramton  stating :  "  To-moiTow,  the  Interior  Department 
could  begin  the  construction  of  a  power  plant  if  they  think  it  wise  to  do  so; 
and  I  hope  that  if  the  commission  does  not  see  fit  to  issue  a  permit  for  a  power 
development  of  the  big  project,  I  hope  and  anticipate ,  that  the  department 
would  at  once  proceed  with  the  building  of  the  small   (Newell  Tunnel)   plant. 

Pursuing  Mr.  Cramton's  plot,  or  innocent  but  very  strange  wanderings 
as  the  case  may  be,  we  note  that  the  original  language  proposed  for  the 
appropriation  act  for  1930  made  no  provision  for  the  construction  of  the 
Newell  Tunnel  power  plant.  (P.  894,  House  Appropriations  Hearings  for 
1930.)  However,  Mr.  Cramton  insisted  (p.  901)  that  unless  a  license  was 
issued,  his  committee  "  could  and  will  insist  upon  the  construction  of  the 
power  plant."  He  added  that  there  was  an  agreement  with  the  Interior 
Department  that  the  license  when  issued  would  split  the  earnings  from  the 
power  site  as  provided  in  the  notorious  Montana  Power  Co.  contract  of 
February  17,  1927.  "  We  have  a  written  assurance  of  the  Indian  Office  that 
this  contract  will  be  insisted  upon  before  such  permission  (license)  is  given." 
These  are  Mr.  Cramton's  words.  (P.  901,  House  Appropriations  Hearings, 
1930.)  We  then  find  an  extraordinary  language  suddenly  appearing  in  the 
Appropriations  act  for  1930 — language  alleging  that  the  act  of  March  7, 
1928,  had  appropriated  for  the  construction  of  a  power  plant.  The  allegation 
is  false ;  and  the  joker  itself  w^as  ineffectual  because  it  was  stuck  in  in  the 
wrong  place  and  did  not  make  an  appropriation  for  power-plant  construc- 
tion in  the  1930  act. 

Nevertheless,  the  joker  was  sufficiently  apparent  and  sinister,  that  it  was 
immediately  knocked  out  by  the  second  urgent  deficiency  bill,  signed  March 
4,  1929. 

Hence,  when  Mr.  Cramton  uttered  his  threat  before  the  Federal  Power  Com- 
mission in  December,  it  was  pure  bluff  with  no  legal  leg  to  stand  on.  The  full 
meaning  of  his  rider,  now  found  in  the  pending  appropriation  bill  which  has 
already  passed  the  House,  thus  becomes  apparent.  That  gentleman's  tenacity 
of  purpose  is  one  of  the  phenomena  of  Washington.  Will  the  Senate  yield  to 
Mr.  Cramton  and  restore  to  him  the  weapon  of  duress  taken  away  from  him 
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by  the  Senate  in  1928,  and  withhold  from  him  until  now,  although  Mr.  Cramton 
has  been  pretending  that  he  still  had  the  weapon  in  his  hands? 

The  Interior  Department  ordinarily  has  a  good  deal  to  say  about  the  Interior 
Department  appropriation  bill.  Has  the  Interior  Department  protested  against 
Mr.  Cramton's  scheme,  called  attention  to  Mr.  Cramton's  "  joker,"  or  at  least 
taken  steps  to  protect  its  own  record  in  this  particular?     And  if  not,  why  not? 

I  do  not  here  expand  a  subject  of  great  importance,  fully  dealt  with  in  a 
recent  document  of  the  National  Popular  Government  League,  which  to  date 
has  not  been  controverted  with  any  documented  facts  by  Mr.  Cramton  or  by 
others.  I  merely  point  out  here  that  it  is  admitted  that  the  construction  of  the 
Newell  Tunnel  power  plant  would  permanently  impair  and,  in  fact,  destroy 
the  contemplated  full  development  of  the  Flathead  sites ;  that  Congressman 
Cramton  has  announced  that  he  will  use  pressure  toward  the  construction  of 
the  pigmy  Newell  Tunnel  power  plant  unless  the  license  be  promptly  issued ; 
that  his  "  joker "  can  have  no  practical  purpose  except  that  which  is  stated 
in  Mr.  Cramton's  own  words,  uttered  before  he  had  inserted  the  "  joker "  in 
the  appropriation  bill ;  and  finally  that  the  so-called  Flathead  Indian  Associa- 
tion, controlled  by  -those  men  who  circulated  a  petition  openly,  not  covertly, 
demanding  the  unconditioned  grant  of  the  sites  to  the  Montana  Power  Co.  now 
joins  Congressman  Cramton  in  demand  speed  in  the  issuance  of  the  license. 

Is  Superintendent  Coe  insubordinate,  and  is  his  insubordination  being  know- 
ingly tolerated  by  the  Indian  Office  in  this  serious  matter?  Why  is  Superin- 
tendent Coe  insubordinate? 

It  is  important  to  note  that  Mr.  F.  M.  Kerr,  vice  president  of  the  Montana 
Power  Co.,  testifying  before  the  Federal  Power  Commission,  corroborated  the 
prior  written  statement  of  O.  C.  Merrill,  former  secretary  of  the  Federal  Power 
Commission,  that  the  project  for  despoiling  the  Flathead  Tribe,  which  was 
embodied  in  the  memorandum  of  February  17,  1927,  and  authorized  in  the  sub- 
sequent legislation  promoted  by  Congressman  Cramton  but  defeated  in  the 
Senate  (second  urgent  deficiency  bill  of  1927),  was  not  a  plan  set  up  by  outside 
influences  but  was  set  up  by  certain  officials  of  the  Irrigation  and  Reclamation 
Service  of  the  Indian  Office.  These  same  officials  heard  the  testimony  of  Mr. 
Kerr,  offered  no  contradiction,  and  have  remained  silent.  They  are  still  offi- 
cials of  the  Indian  Bureau,  holding  their  same  important  positions  and  still 
connected  with  Flathead  power  site  and  irrigation  matters. 

It  is  absolutely  certain  that  Secretary  of  the  Interior  Wilbur  and  Commis- 
sioners Rhoads  and  Scattergood  of  the  Indian  Bureau  are  working  with  deter- 
mination to  protect  the  rights  of  their  Indian  wards.  Shall  they  be  defeated 
in  this  purpose  through  actions  by  their  subordinates,  whether  or  not  these 
subordinates  have  an  understanding  with  Congressman  Cramton  and  are 
relying  on  him  for  protection? 

The  question  is  forced  on  any  thoughtful  mind  as  to  whether  it  can  be  wise 
or  safe  for  any  license  to  be  issued  for  the  Flathead  sites  until  an  investiga- 
tion dealing  with  the  evident  collusion,  and  the  possible  corruption  in  minor 
matters,  at  least,  herein  recited  has  been  carried  out  by  whatever  agency  of 
the  Government  is  competent  to  make  such  an  investigation.  With  respect  to 
the  Indian  part  in  this  situation,  is  not  the  Senate  Indian  Investigating  Com- 
mittee a  competent  agency  for  the  investigation?  Not  merely  Indian  rights 
and  very  broad  public  concerns  in  the  Flathead  power  sites  are  involved  in  the 
situation.  The  dangerously  postponed  reorganization  of  the  Indian  Bureau, 
both  in  the  field  and  at  tlie  central  office,  is  involved. 
Respectfully, 

John  Collier,  Executive  Secretary. 


March  19,  1930. 
Senator  Lynn  J.  Frazibr, 

Chairman  Senate  Indian  Investiffatinff  Committee. 
Dear  Senator  Frazier:  The  following  telegram  has  been  received  from  the 
Tribal  Council  of  the  Flathead  Indian  Tribe. 
John  Collier, 

American  Indian  Defense  Association, 

Washington,  D.  C: 
Flathead  Tribe  much  disturbed  at  report  that  some  high  Indian  bureau  of- 
ficial is  trying  to  get  Walter  II.  Wheeler  to  sell  out  to  Montana  Power  Co.    We 
have  not  been  consulted  about  any  such  proposal.    We  know  Wheeler  is  highest 
bidder ;  he  has  agreed  with  us  to  develop  our  sites  to  full  extent.    If  he  should 
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make  deal  with  Montana  Power  Co.  Flathead  Tribe  would  stand  to  lose  millions 
of  dollars.  Your  association  stood  up  for  us  in  past,  we  thought  new  Indian 
Bureau  Commissioner  would  stand  up  for  us  now.  Can  you  bring  about  investi- 
gation of  these  charges  by  some  committee  of  Congress.  Do  you  know  who  this 
Indian  Bureau  official  is.     Please  help  if  you  can. 

Caville  Dupuis. 
We  suggest  that  an  investigation  through  witnesses  and  documents  should 
be  made,  without  delay,  by  the  Senate  Indian  Investigating  Committee.     We 
state  briefly  our  reasons  for  urging  such  an  investigation. 

1.  The  confidence  of  the  Indians,  and  of  all  persons  interested  in  Indian 
welfare,  with  respect  to  the  present  Indian  administration,  will  be  undermined 
unless  the  allegation  of  Mr.  Walter  H.  Wheeler  respecting  an  unnamed  official  of 
the  Indian  Bureau  be  disproved  or  brought  into  the  open  through  a  naming  of 
the  official  in  question.  The  officials  of  the  Indian  Bureau  can  not  be  expected 
to  reply  to  a  charge  which  does  not  name  any  person.  The  charge  by  Mr. 
Wheeler,  in  the  context  in  which  it  appeared,  is  a  grave  one  on  its  face  and 
should  not  be  allowed  to  rest  at  this  point,  where  it  has  created  atmosphere 
and  suspicion  and  apparently  a  great  fear  in  the  Flathead  Tribe,  whereas,  as 
above  stated,  the  officials  of  the  Indian  Bureau  are  shut  out  from  making  an 
effectual  reply  by  the  anonymity  of  the  charge. 

We  would  assume  that  the  officials  of  the  Indian  Bureau  would  welcome  an 
opportunity  before  your  committee  to  have  the  accused  official  named  and  to 
liave  him  disprove  the  charge. 

The  above  circumstances  alone  would  seem  to  make  an  inquiry  by  your 
committee,  or  by  some  official  agency,  imperative. 

2.  We  do  not  know  how  final  the  proposed  set-up  made  by  the  Department  of 
War,  stated  by  Mr.  Wheeler  to  have  been  transmitted  to  him  by  Secretary 
Wilbur,  may  be.  We  do  not  know  to  what  extent  it  may  reflect  the  decision 
of  the  Federal  Power  Commission. 

We  are  given  to  understand,  however,  that  a  set-up  has  been  provided  by  the 
Indian  Bureau  and  still  another  by  the  engineers  or  executives  of  the  Federal 
Power  Commission,  and  that  the  three  set-ups  are  comparable  in  their  general 
■effect. 

On  the  assumption  that  the  alleged  War  Department  set-up  is  indicative  of 
the  intentions  of  the  Federal  Power  Commission,  we  have  analyzed  that  set-up 
with  a  good  deal  of  care,  from  the  standpoint  of  its  effect  on  Indian  rights. 

We,  like  any  other  agency  seeking  to  understand  or  influence  the  situation, 
are  handicapped  through  a  number  of  facts  which  in  themselves  appear  to 
indicate  the  need  for  an  investigation. 

First.  The  hearings  before  the  Federal  Power  Commission  have  not  been 
printed,  although  Senator  Walsh  urged  that  they  should  be  printed. 

Second.  Various  documents  are  known  to  have  been  prepared  by  officials  of 
the  Government,  with  a  controlling  bearing  upon  the  question  of  the  Flathead 
license  and  its  terms.  These  documents  have  not  been  published  nor  are  they 
of  public  record;  in  fact  they  are  withheld  from  scrutiny,  and  the  understand- 
ing appears  to  be  that  they  are  not  going  to  be  issued  until  the  permit  or 
license  has  been  issued.     But  then  they  will  have  only  an  academic  interest. 

In  addition  to  the  above,  there  has  appeared  in  the  appropriation  bill  a  clause 
which  we  regard  as  definitely  sinister,  viz;  the  clause  reauthorizing  the  con- 
struction of  a  Government  power  plant  at  the  Flathead  site,  this  power  plant 
being,  of  course,  the  Newell  Tunnel  plant  which  would  simply  block  the  larger 
development.  The  chairman  of  the  House  Subcommittee  on  Interior  Depart- 
ment Appropriations  has  announced  that  unless  the  Federal  Power  Commission 
promptly  issues  a  license  to  the  Flathead  sites,  his  committee  will  insist  on 
the  construction  of  the  infinitesimal  Newell  Tunnel  plant,  with  consequent  irre- 
parable injury  to  the  Flathead  Tribe  if  not  to  the  public  interest. 

The  facts  above  recited  make  us,  of  course,  hesitant  to  pass  judgment  on  the 
alleged  War  Department  set-up  affecting  the  rental  terms  to  be  demanded  of 
any  licensee  to  the  Flathead  sites.  But  on  its  face,  the  War  Department  set- 
up appears  to  be  heavily  loaded  to  accomplish  two  distinct  purposes,  which  are : 

(A)  To  encourage  a  restricted  development  and  discourage  a  total  develop- 
ment of  the  sites,  and  to  create  a  handicap,  possibly  decisive,  in  favor  of  that 
applicant  (Rocky  Mountain  Power  Co.)  who  has  testified  that  he  intends  in  any 
event  only  to  develop  a  portion  and  not  all  of  site  No.  1  and  not  any  of  the 
other  four  sites. 
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(B)  The  other  effect  of  the  War  Department  set-up,  involved  with  the  above 
(A),  would  be  to  fix  a  rental  to  the  Indians,  to  be  paid  by  the  favored  appli- 
cant, very  much  below  the  proper  amount  as  indicated  in  the  hearings  before 
the  Federal  Power  Commission. 

The  Rocky  Mountain  Power  Co.,  for  a  development  of  70,000  horsepower, 
all  that  it  states  its  purpose  to  develop,  would  pay  not  in  excess  of  $1.43  per 
horsepower  for  five  years  and  $1.78  per  horsepower  from  the  fifth  to  the 
twentieth  year. 

Actually  the  company  would  pay  much  less,  because  the  War  Department's 
rental  recommendations  ignore  the  10,000  additional  horsepower  at  Thompson 
Falls  which  would  be  gained  by  the  Montana  Power  Co.  through  this  license, 
and  because  in  addition  the  proposed  actual  development  of  68,000  horsepower 
by  the  company  would  entail  a  horsepower  rental  a  good  deal  below  $1.43  for 
the  first  five  years. 

In  contradistinction,  the  rental  recommendations  of  the  War  Department 
would  place  on  the  competing  bidder,  if  his  undertakings  were  adopted,  the 
burden  of  $3.39  per  horsepower  for  site  No.  1  and  of  more  than  $6  per  horse- 
power for  the  other  sites. 

We  do  not  enter  into  a  further  discussion  at  this  time,  but  the  distress  of 
the  Indians  can  readily  be  understood  on  the  basis  of  what  we  have  stated. 

We  add  certain  facts  which  have  greatly  added  to  the  Indians'  distress  and 
to  the  feeling  of  doubt  among  others  as  to  the  situation. 

The  astounding  behavior  of  the  Indian  Bureau  superintendent  on  the  Flat- 
head Reservation,  Mr.  Coe,  has  been  called  to  your  attention.  Mr.  Coe,  acting 
with  certain  Indians  who  admittedly  have  been  receiving  money  from  the 
Montana  Power  Co.,  has  exerted  himself  to  discredit  the  tribal  council  and  to 
throw  the  apparent  support  of  the  tribe  behind  the  Montana  Power  Co.  appli- 
cation. Technically,  Superintendent  Coe  has  been  acting  in  open  insubordina- 
tion to  his  Indian  Bureau  chiefs  and  yet  his  activity  does  not  appear  to  have 
been  checked  or  even  to  have  concerned  the  oflBcials  at  headquarters,  though 
it  has  been  brought  to  their  attention. 

Information  now  comes  by  wire  from  the  Flathead  tribal  council,  that  Chief 
Charlo,  one  of  those  who  received  money  from  the  Montana  Power  Co.  and  with 
whom  Superintendent  Coe  has  been  cooperating,  along  with  two  other  Indians 
of  the  same  small  group,  are  about  to  start  for  Washington,  their  expenses 
being  paid  by  somebody.  Are  they  being  financed  out  of  tribal  funds  or  by  the 
Montana  Power  Co.? 

In  sum :  From  every  possible  standpoint  it  appears  to  us  that  a  hearing  by 
your  committee  and  at  an  early  date  is  desirable.  It  is  peculiarly  your  com- 
mittee's responsibility,  under  the  terms  of  the  Senate  resolution  creating  the 
Senate  Indian  Investigating  Committee.  We  urge  such  an  investigation,  with 
witnesses  and  documents  subpoenaed  and  the  oath  administered,  at  the  earliest 
possible  date. 

Respectfully, 

John  Colliee, 
Executive  Secretary. 

Mr.  ScATTERGOOD.  What  was  the  date  of  that  petition  ? 

Mr.  Collier.  This  petition  was  dated  September  14,  1928.  There 
was  another  petition  circulated  in  the  autumn  of  1929  by  the  same 
body  of  men,  by  this  body  of  corrupted  Indians,  the  ones  who  were 
in  collusion  with  Superintendent  Coe. 

I  have  here  a  number  of  affidavits  from  members  of  the  tribe.  I 
won't  read  them,  but  I  would  like  to  put  them  in  the  record.  Here 
the  Indians  were  told  they  would  get  $200  from  the  Indian  Bureau  if 
they  would  sign,  $80  from  the  Indian  Bureau  if  they  would  sign,  and 
that  the  debt  would  be  taken  off  their  allotted  lands  if  they  would 
sign. 

Mr.  ScATTERGOOD.  Does  it  say  by  whom? 

Mr.  Collier.  Ben  Cramer,  one  of  Mr.  Coe's  pets,  and  identified 
with  this  whole  course  of  these  events. 
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The  Chairman.  Without  objection  these  affidavits  referred  to  by 
Mr.  Collier  are  admitted  for  the  record  and  ordered  printed  as  part 
of  the  record  in  this  matter. 

(The  affidavits  above  referred  to  are  as  follows:) 

affidavit 
State  of  Montana, 

County  of  Lake,  ss: 

Sapiel  Michel,  of  Ronan,  Mont.,  being  first  duly  sworn,  upon  oath  deposes  and 
says  that  he  is  the  chief  of  the  Flathead  Indian  Tribe;  that  on  or  about  the 
22d  day  of  November,  A.  D.  1928,  Richard  McLeod,  of  Ronan,  Mont,  H.  H. 
Bonser,  of  Poison,  Mont.,  and  Baptiste  Marengo,  of  Poison,  Mont.,  called  at 
this  affiant's  home  near  Ronan,  Mont.,  and  wanted  him  to  go  to  Martin  Charlo's 
place.  Evaro,  Mont. ;  that  the  affiant  asked  them  why  they  wanted  him  to  go 
there  for,  and  that  they  then  and  there  stated  that  he  would  find  out  when  he 
got  there,  and  when  they  arrived  there  Richard  McLeod  took  a  paper  out  of 
his  pocket  and  he  stated  that  it  w'as  a  petition  requesting  that  the  Indian 
council  call  a  meeting  of  all  of  the  Indians  on  the  Flathead  for  the  purpose 
of  determining  what  disposition  they  wanted  to  make  of  the  power  site  at 
Poison,  Mont. ;  and  that  this  affiant  thereupon  signed  this  petition,  and  not 
being  'able  to  read  or  write  English  language,  he  signed  it  wholly  and  entirely 
upon  the  information  furnished  him  by  Richard  McLeod,  H.  H.  Bonser,  and 
Baptiste  Marengo.  This  affiant  now  learns  that  the  petition  he  did  sign  was 
in  truth  and  in  fact  a  petition  requesting  that  the  power  site  near  Poison,  Mont., 
be  leased  immediately  to  the  Rocky  Mountain  Power  Co.,  of  Butte,  Mont.,  and 
said  petition  also  provided  that  the  person  signing  the  same  favored  the 
leasing  of  the  power  site  to  the  said  company. 

That  this  affiant  did  not  know  at  the  time  that  he  was  signing  the  purport 
or  contents  of  said  petition  and  that  his  signature  was  obtained  thereto  by 
misrepresentation  and  by  fraud  and  that  he  hereby  requests  that  his  signature 
be  stricken  from  the  said  petition;  that  this  affiant  further  states  that  he  is 
opposed  to  the  immediate  leasing  of  the  power  site  near  Poison,  Mont.,  to  the 
Rocky  Mountain  Power  Co.,  and  had  he  known  that  the  petition  made  the 
provision  for  leasing  the  power  site  to  the  Rocky  Mountain  Power  Co.,  he  would 
not  have  signed  the  said  petition. 

Sapiel  (his  x  mark)  Michel. 

Witnesses  to  mark: 

Cavillee  Dupuis, 

Poison,  Mont. 

Agneb  Dupuis, 

Poison,  Mant. 

Subscribed  and  sworn  to  before  me  this  26th  day  of  September,  A.  D.  1928. 
[SEAL.]  John  P.  Swee, 

Notary  Public  for  the  State  of  M<mtana. 
My  commission  expires  December  22,  1929. 


affidavit 
State  of  Montana, 

County  of  Lake,  ss: 
Louie  Gingras,  of  Ronan,  Mont.,  being  first  duly  sworn,  upon  oath  deposes 
and  says  that  he  is  a  member  of  the  Flathead  Tribe  of  Indians  in  the  State 
of  Montana ;  that  he  is  36  years  of  age  and  has  lived  on  the  former  Flathead 
Indian  Reservation  all  his  life;  that  on  or  about  the  3d  day  of  October  this 
affiant  was  working  near  Sula,  in  Ravalli  County,  Mont.,  and  that  on  said 
date  Ben  Cramer,  of  Poison,  Mont.,  and  Louie  Vallee  came  to  see  me  at  said 
place  and  presented  to  me  a  petition  and  stated  that  it  was  a  petition  that  he 
was  circulating  among  the  Indians  on  the  Flathead  Indian  Reservation,  and 
which  petition  was  directed  to  either  the  Department  of  India"  Affairs  at 
Washington,  D.  C,  or  the  Federal  Water  Power  Commission  requesting  that 
they  immediately  proceed  to  lease  the  Flathead  power  site  near  Poison,  Mont., 
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to  the  Rocky  Mountain  Power  Co.,  of  Butte,  Mont.,  and  that  said  Ben  Cramer 
at  this  time,  then  and  there  told  me  that  if  I  would  sign  this  petition  that  I 
would  receive  $200  in  cash  from  this  company  as  soon  as  the  petitions  had  been 
forwarded  to  Washington,  D.  C. ;  that  I  examined  the  said  petition  and  the 
said  Cramer  urged  that  I  sign  the  petition,  but  being  skeptical  about  the 
statements  and  representations  made  by  the  said  Ben  Cramer,  and  not  believing 
the  representation  then  made  by  him  to  me  to  be  true,  I  refused  to  sign  the 
petition. 

Further  affiant  saith  not. 

Louie  Gingras. 

Subscribed  and  sworn  to  before  me  this  3d  day  of  March,  1930 

[seal.]  John  P.  Swee. 

Notary  Puhlio  for  the  State  of  Montana. 
My  commission  expires  December  22,  1932. 


'State  of  Montana, 

County  of  Lake,  ss: 
Joseph  Ashley  being  duly  sworn,  on  oath  deposes  and  says  t-hat  he  is  a 
member  of  the  Flathead  Confederated  Tribe  of  Indians  living  on  the  Flathead 
Reservation  at  Poison,  Mont.,  and  is  a  man  of  69  years  of  age  and  has  resided 
all  his  life  on  said  reservation;  that  on  or  about  the  1st  day  of  December, 
1929,  he  signed  a  petition  at  the  request  of  one  Ben  Cramer,  of  Poison,  Mont. ; 
that  affiant  can  not  read,  and  the  said  petition  was  not  read  to  him,  but  was 
represented  to  affiant  as  being  a  petition  to  the  Government  to  obtain  the 
distribution  of  Indian  funds  at  Washington  amounting  to  nearly  $30,000  per 
Indian;  that  affiant  has  since  learned  that  the  petition  so  signed  by  affiant 
was  a  petition  favoring  the  leasing  of  the  power  site  at  Poison  to  the  Rocky 
Mountain  Power  Co. ;  that  affiant's  signature  and  the  signature  of  his  wife  to 
said  petition  was  obtained  by  the  said  Ben  Cramer  through  misrepresentation 
and  false  statements  on  the  part  of  said  Cramer  as  aforesaid,  as  to  what  the 
petition  was,  and  affiant  at  the  time  of  signing  same  was  not  aware  of  the  true 
nature  of  said  petition ;  that  it  was  not  affiant's  intention  to  sign  such  a  petition, 
and  he  repudiates  the  same. 

Joseph  Ashley. 

Subscribed  and  sworn  to  before  me  this  7th  day  of  March,  1930. 

L.  D.  French. 
Notary  PuUio  for  the  State  of  Montana. 
My  commission  expires  April  30,  1932. 


affidavit 

State  of  Montana, 

County  of  Lake,  ss: 

Josephine  Bisson  being  first  duly  sworn,  on  oath  deposes  and  says  that  she 
is  a  member  of  the  Flathead  Indian  Tribe,  residing  on  the  Flathead  Indian 
Reservation  near  Poison,  Mont. ;  that  on  or  about  the  last  part  of  October  or 
the  first  part  of  November,  1929,  affiant  signed  a  paper  which  was  presented  to 
her  by  Ben  Cramer,  of  Poison;  that  at  the  time  she  signed  the  said  paper  she 
did  not  read  or  understand  the  same,  but  signed  it  upon  Ben  Cramer's  repre- 
sentation that  it  was  a  paper  by  which  she  would  get  a  large  sum  of  money 
from  the  Government ;  that  affiant  has  since  learned  that  the  paper  which  she 
signed  was  not  what  Cramer  represented  it  to  be  and  that  Cramer's  statements 
in  regard  to  same  were  false;  that  at  the  time  affiant  signed  the  said  paper 
she  also  signed  the  names  of  Alice  Troute  and  Henry  Bisson,  affiant's  daughter 
and  brother-in-law,  who  are  inmates  at  the  asylum  at  Warm  Springs,  to  the 
said  paper ;  that  slie  signed  their  said  names  to  the  paper  at  the  request  of 
Ben  Cramer  and  because  he  said  it  would  be  all  right  for  her  to  do  so. 

Josephine  Bisson. 

Subscribed  and  sworn  to  before  me  this  17th  day  of  March,  1930. 

L.  D.  French, 
Notary  Public  for  the  State  of  Montana. 

My  commission  expires  April  20,  1932. 
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affidavit 

State  of  Montana, 

County  of  Lake,  ss: 

Alexander  McLeod,  of  Ronan,  Mont.,  being  first  duly  sworn,  upon  oath  de- 
poses and  says  that  he  is  a  member  of  the  Flathead  Tribe  of  Indians  of  the 
State  of  Montana  and  resides  at  Ronan,  Mont. ;  that  on  or  alxnit  the  15th  day 
of  February,  1929,  Ben  Cramer,  of  Poison,  Mont.,  and  Louie  Valle,  of  St. 
Ignatius,  Mont.,  came  to  this  affiant's  home,  located  about  3  miles  east  of 
Ronan,  Mont. :  that  the  said  Ben  Cramer  and  Louise  Vallee  had  with  them 
a  petition  which  they  were  circulating  among  the  Flathead  Indians,  and  that 
they  asked  this  affiant  to  sign  said  petition,  which  was  directed  to  the  De- 
partment of  Indian  Affairs  at  Washington,  D.  C,  and  to  the  Federal  Water 
Power  Commission  of  Washington,  D.  C,  requesting  that  the  said  commis- 
sion grant  a  license  or  permit  to  the  Rocky  Mountain  Power  Co.  of  Montana  for 
the  development  of  the  Flathead  power  site  located  near  Poison,  Mont. ;  that 
this  affiant  told  the  said  parties  that  he  would  not  sign  the  i3etition ;  that  said 
Ben  Cramer  then  and  there  told  this  affiant  that  if  he  and  his  wife  would  sign 
their  names  and  would  also  sign  the  names  of  their  eight  children  that  this 
affiant  and  each  member  of  his  family  would  receive  at  least  $80  each  from  the 
Department  Indian  Affairs;  that  said  Ben  Cramer  also  at  this  time  showed 
the  petition  to  this  affiant  and  exhibited  a  large  list  of  names  purporting  to  be 
persons  with  whom  this  affiant  was  acquainted. 

That  since  the  signing  of  this  petition,  this  affiant  has  been  informed  and 
knows  that  there  was  no  prospect  of  receiving  any  money  from  the  Department 
of  Indian  Affairs  as  a  result  of  the  granting  of  a  license  or  permit  to  the 
Rocky  Mountain  Power  Co.  at  the  time  represented  by  the  said  Cramer,  and 
had  this  affiant  known  the  true  facts,  that  he  would  not  have  signed  the  said 
petition. 

Further  affiant  saith  not. 

Alexander  McLeod, 

Subscribed  and  sworn  to  before  me  this  18th  day  of  March,  1930. 
[SEAL.]  John  P.  Swee, 

Notary  Public  for  the  State  of  Montana. 
My  commission  expires  December  22,  1932. 


affida\t:t 
State  of  Montana, 

County  of  Lake,  ss: 

Agnes  Irvine,  being  first  duly  sworn,  upon  oath  deposes  and  says  that  she 
is  the  wife  of  Edmund  Irvine;  that  this  affiant  and  her  husband  are  members 
of  the  Flathead  Tribe  of  Indians  of  the  State  of  Montana,  and  live  and  reside 
on  the  former  Flathead  Indian  Reservation;  that  on  or  about  the  15th  day  of 
February,  1929,  Ben  Cramer,  of  Poison,  Mont.,  came  to  this  affiant's  home  at 
Evaro,  Mont.,  and  that  he  had  with  him  at  said  time  and  place  a  petition  which 
he  stated  he  was  circulating  and  having  signed  by  the  Flathead  Indians,  asking 
and  directing  that  the  Federal  Water  Power  Commission,  of  Washington,  D.  C, 
grant  a  permit  for  the  development  of  the  Flathead  power  site  near  Poison, 
Mont.,  to  the  Rocky  Mountain  Power  Co.  or  the  Montana  Power  Co.,  of  Butte, 
Mont.,  and  that  in  about  two  months  after  the  petition  had  been  sent  to  Wash- 
ington she  and  her  family  would  receive  a  large  sum  of  money ;  that  said  Cramer 
also  told  this  affiant  that  practically  all  of  the  Indians  had  signed  the  petition, 
and  also  asked  this  affiant  to  sign  the  name  of  her  husband,  Edmund  Irvine,  and 
the  names  of  her  five  minor  children,  Burton  Kenneth  Irvine,  age  10  years ; 
Dona  May  Irvine,  age  7  years;  Edmund  Irvine,  jr.,  age  5  years;  William 
Irvine,  age  4  years;  and  James  Irvine,  age  19  months.  That  in  view  of  the 
representation  so  made  by  the  said  Cramer,  this  affiant  signed  her  name  to 
sa'd  petition,  also  the  name  of  her  husband  and  the  names  of  her  five  minor 
children. 

That  since  the  signing  of  said  petition  this  affiant  has  learned  and  is  now 
informed  that  said  representations  and  statements  so  made  by  the  said  Ben 
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Cramer  were  false  and  untrue,  and  that  had  said  affiant  known  that  said 
charges  were  false  and  untrue,  she  would  not  have  signed  the  petition.  Further 
affiant  saith  not. 

Agnes  Irvine. 

Subscribed  and  sworn  to  before  me  this  18th  day  of  March,  1930. 
[seal.]  John  P.  Swee, 

Notary  Public  for  the  State  of  Montana. 
My  commission  expires  December  22,  1932. 


affidavit 
State  of  Montana, 

County  of  Lake,  ss: 

Nazaire  Courville,  being  first  duly  sworn,  upon  oath  deposes  and  says  that  he 
is  a  member  of  the  Flathead  Tribe  of  Indians,  State  of  Montana,  and  that  on 
or  about  the  15th  day  of  September,  1929,  at  Ronan,  Mont.,  this  affiant  was 
approached  by  one  Henry  Burland,  of  Ronan,  Mont.,  who  has  in  his  possession 
a  petition;  that  the  said  Burland  then  and  there  told  this  affiant  that  he  was 
circulating  the  petition  among  the  patent-in-fee  Indians — that  is,  the  Indians 
who  have  already  received  the  patents  to  their  allotments — and  that  as  soon 
as  these  petitions  had  been  signed  up  and  sent  to  Washington,  D.  C,  that  within 
two  or  three  years  these  Indians  who  signed  the  petition  and  who  had  received 
a  patent  to  their  allotments  would  receive  from  the  Government  full  settlement 
of  all  tribal  moneys  belonging  to  them  as  members  of  said  Flathead  Indian 
Tribe,  and  with  that  understanding  this  affiant  signed  the  said  petition,  without 
examining  it  particularly  as  to  its  contents. 

That  after  he  had  signed  the  petition,  this  affiant  learned  and  has  been 
informed  that  the  petition,  as  a  matter  of  fact,  was  a  petition  directed  to  the 
Federal  Water  Power  Commission  of  Washington,  D.  C,  requesting  that  they 
grant  a  permit  or  license  to  the  Montana  Power  Co.  for  the  development  of  the 
Flathead  power  site  near  Poison,  Mont.,  and  that  had  this  affiant  known  that  it 
contained  such  a  provision  he  would  not  have  signed  the  said  petition. 

Further  affiant  sayeth  not. 

Nazaire  Courviixe. 

Subscribed  and  sworn  to  before  me  this  18th  day  of  March,  1930. 
[SEAL.]  John  P.  Swee, 

Notary  Public  for  the  State  of  Montana. 

My  commission  expires  December  22,  1932. 


affidavit 
State  of  Montana, 

County  of  Lake,  ss: 

Cecille  Dandyjim  Carpenter,  of  St.  Ignatius,  Mont.,  being  first  duly  sworn, 
upon  oath  deposes  and  says  that  she  is  30  years  of  age  and  is  a  member  of  the 
Flathead  Tribe  of  Indians  of  the  State  of  Montana. 

That  during  the  month  of  December,  1929,  one  Ben  Cramer,  of  Poison,  Mont., 
came  to  my  home  at  St.  Ignatius,  Mont.,  and  had  in  his  possession  a  petition, 
which  he  was  circulating  among  the  Indians ;  that  at  said  time  and  place  he 
told  me  that  if  I  would  sign  the  petition  which  he  had  in  his  possession,  and 
which  I  did  not  read  or  did  he  offer  to  have  me  read  it,  I  would  receive  $85  in 
May,  1930,  and  that  my  three  minor  children,  Archie  Carpenter,  age  7  years ; 
James  Carpenter,  age  5  years;  and  Walter  Carpenter,  age  4  months,  would 
receive  a  like  payment,  and  he  requested  that  I  sign  the  names  of  my  three 
said  minor  children. 

That  after  signing  the  said  petition,  I  have  been  informed  that  the  petition 
contained  a  provision  and  request  that  the  Federal  Water  Power  Commission 
of  Washington,  D.  C,  issue  to  the  Rocky  Mountain  Power  Co.  a  license  or  per- 
mit to  develop  the  Flathead  power  site  near  Poison,  Mont,  and  that  had  I 
known  that  the  petition  contained  said  provision,  I  would  not  have  signed 
said  petition  nor  the  names  of  my  three  minor  children. 
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I  therefore  desire  and  request  that  my  name  and  the  names  of  my  three 
minor  children  be  withdrawn  and  stricken  from  the  said  petition,  my  signature 
having  been  obtained  by  misrepresentations  of  the  said  Ben  Cramer. 

Further  affiant  saith  not. 

Cecille  Dandy  JIM  Carpenter. 

Subscribed  and  sworn  to  before  me  this  24th  day  of  March,  1930. 
[SEAL.]  John  P.  Swee, 

Notary  Public  for  the  State  of  Montana. 

My  commission  expires  December  22,  1932. 


affidavit 
State  of  Montana, 

County  of  Lake,  ss: 

Thomas  McDonald,  of  St.  Ignatius,  Mont.,  being  first  duly  sworn  upon  oath 
deposes  and  says  that  he  is  34  years  of  age,  and  a  married  man ;  that  he  is  a 
member  of  the  Flathead  Tribe  of  Indians  of  the  State  of  Montana. 

That  some  time  during  the  month  of  December,  1929,  one,  Ben  Cramer,  of 
Poison,  Mont.,  and  Louie  Vallee,  of  St.  Ignatius,  Mont.,  came  to  see  me  and  my 
wife,  Louise  Mary  McDonald,  while  we  were  visiting  at  a  friend's  place  near 
Ronan,  Mont. ;  that  they  had  in  their  possession  at  that  time  a  petition  which 
had  on  it  a  large  number  of  signatures;  that  they  then  and  there  told  me 
that  they  wanted  me  to  sign  this  petition,  and  that  if  myself,  wife,  and 
children  would  sign  the  said  petition,  that  we  would  receive  $100  apiece  in 
the  spring  of  1930,  but  that  if  we  did  not  sign,  we  would  not  receive  the  above 
payment,  that  I  was  not  given  an  opportunity  to  read  the  petition,  and  I 
signed  the  same  entirely  upon  representations  made  by  the  said  Ben  Cramer 
and  Louie  Vallee,  and  also  signed  the  names  of  my  three  minor  children,  Louie 
McDonald,  age  6  years;  Theresa  McDonald,  age  5  years;  and  Mary  Lucy 
McDonald,  age  1  year. 

That  after  the  signing  of  said  petition,  I  was  informed  and  now  know  that 
the  petition  w^as  to  the  effect  that  it  requested  and  urged  that  the  Federal 
Water  Power  Commission  grant  a  permit  or  license  to  the  Rocky  Mountain 
Power  Co.,  of  Butte,  Mont.,  for  the  development  of  the  Flathead  power  site 
near  Poison,  Mont.,  and  that  had  I  known  that  that  was  the  purport  of  said 
petition,  I  would  not  have  signed  it,  and  I  now  desire  to  have  my  name  with- 
drawn and  stricken  from  the  said  petition,  also  the  names  of  my  three  minor 
children  mentioned. 

Further  affiant  saith  not. 

Thomas  McDonald. 

Subscribed  and  sworn  to  before  me  this  24th  day  of  March,  1930. 
[seal.]  John  P.  Swee, 

Notary  Public  for  the  State  of  Montana. 

My  commission  expires  December  22,  1932. 


affidavit 
State  of  Montana, 

County  of  Lake,  ss: 

Louise  Mary  McDonald,  being  first  duly  sworn  upon  oath  deposes  and  says 
that  she  is  the  wife  of  Thomas  McDonald,  and  that  she  resides  near  St. 
Ignatius,  Mont.,  and  that  she  is  a  member  of  the  Flathead  Tribe  of  Indians  in 
the  State  of  Montana. 

That  in  the  month  of  December,  1929,  while  myself,  husband,  and  three 
minor  children  were  visiting  with  a  friend  near  Ronan,  Mont.,  one,  Ben 
Cramer,  of  Poison,  Mont.,  and  Louie  Vallee,  of  St.  Ignatius,  Mont.,  came  to 
see  us ;  that  they  had  in  their  possession  at  said  time  a  petition  which  they 
were  circulating  among  the  Indians ;  that  this  affiant  is  unable  to  read  and 
write  the  English  language,  and  that  she  relied  entirely  upon  representations 
made  by  the  said  Ben  Cramer  and  Louie  Vallee;  that  they  told  this  affiant 
that  if  she,  her  husband,  and  her  children  would  sign  this  petition,  that  they 
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would  all  receive  $100  apiece  in  the  spring  of  1930,  but  that  if  they  did  not 
sign  they  would  not  receive  this  amount  of  money. 

That  after  the  signing  of  the  said  petition,  this  affiant  has  been  informed 
that  the  said  petition  was  circulated  by  the  said  Ben  Cramer  and  Louie  Vallee 
and  was  directed  to  the  Federal  Water  Power  Commission  of  Washington, 
D.  C,  asking  and  requesting  that  the  said  commission  issue  a  permit  or  license 
to  the  Rocky  Mountain  Power  Co.  of  Butte,  Mont.,  for  the  development  of 
the  Flathead  Power  Site  near  Poison,  Mont.,  and  which  was  not  made  known 
by  the  said  Ben  Cramer  to  this  affiant  at  said  time,  and  that  had  this  affiant 
known  that  the  said  petition  contained  a  provision  that  the  said  permit  or 
license  be  granted  to  the  Rocky  Mountain  Power  Co.,  she  would  not  have 
signed  the  said  petition  and  this  affiant  now  asks  that  her  name  be  withdrawn 
and  stricken  from  said  petition. 

Further  affiant  saith  not. 

Louise  Mary  McDonald. 

Subscribed  and  sworn  to  before  me  this  24th  day  of  March,  1930. 
[SEAL.]  John  P.  Swee, 

notary  Public  for  the  State  of  Montana. 

My  commission  expires  December  22,  1932. 


affidavit 
State  of  Montana, 

County  of  Lake,  ss: 

Cecelia  Sloan,  being  first  duly  sworn,  upon  oath  deposes  and  says  that  she 
is  a  member  of  the  Flathead  Tribe  of  Indians ;  that  she  is  68  years  of  age 
and  resides  at  Sloan's  Ferry,  Mont. 

That  in  the  month  of  December,  1922,  Ben  Cramer,  of  Poison,  Mont.,  and 
Joseph  AUard,  of  St.  Ignatius,  Mont.,  came  to  my  home  and  had  in  their 
possession  a  petition ;  that  this  affiant  did  not  read  the  petition,  but  that  the 
said  Ben  Cramer  told  this  affiant  that  the  petition  was  to  the  effect  that  a 
new  Indian  council  would  be  elected,  and  that  they  wanted  to  oust  the  old 
tribal  council ;  and  the  said  petition  also  provided,  as  this  affiant  understood, 
that  the  petitioners  were  in  faver  of  having  the  Federal  Water  Power  Com- 
mission issue  a  license  or  permit  to  develop  the  Flathead  power  site  near 
Poison,  Mont. ;  that  this  affiant  told  the  said  parties  that  she  would  not 
sign  it,  but  that  they  were  so  insistant  in  having  me  sign  the  said  petition 
that  in  order  to  get  rid  of  them,  I  signed  it ;  that  the  said  Ben  Cramer  also 
at  said  time  told  me  that  if  I  would  sign  it,  that  I  would  receive  from  the 
Department  of  Indian  Affairs  the  sum  of  $100  on  or  before  one  year;  that 
upon  investigation,  I  find  that  it  was  not  to  my  interest  to  sign  the  petition, 
and  I  hereby  desire  and  request  that  my  name  be  withdrawn  from  the  said 
petition,  upon  the  ground  and  for  the  reason  that  the  representations  made 
to  me  were  not  true. 

Further  affiant  saith  not. 

Cecelia  Sloan. 

Subscribed  and  sworn  to  before  me  this  24th  day  of  March,  1930. 
[SEAL.]  John  P.  Swee, 

Notary  Public  for  the  State  of  Montana. 

My  commission  expires  December  22,  1932. 


affidavit 
State  of  Montana, 

County  of  Lake,  88 : 
Alfred  Matt,  being  first  duly  sworn,  on  oath  says:  That  he  is  a  member 
of  the  Flathead  Tribe  of  Indians  living  on  the  Flathead  Reservation,  near 
Pablo,  Mont. ;  that  during  the  fall  of  1929  he  signed  a  petition  at  the  request 
of  one  Ben  Cramer  of  Poison,  Mont. ;  that  he  did  not  rend  the  said  petition 
but  signed  It  on  the  representation  by  Cramer  that  it  was  a  paper  through 
which  he  would  receive  $300  from  the  Government  at  once.     That  the  repre- 
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sentation  made  to  him  by  Cramer  was  false,  as  he  has  since  learned  that  the 
petition  had  something  to  do  with  the  leasing  of  the  power  site  at  Poison. 
That  affiant's  signature  to  the  said  petition  was  obtained  by  the  false  state- 
ments of  Cramer.  That  affiant  also  signed  the  names  of  his  family  even  those 
of  his  small  children  to  the  petition  because  Cramer  told  him  if  he  did  so 
they  would  each  receive  $300  apiece.  That  it  was  not  affiant's  intention  or 
desire  to  sign  the  petition  which  bears  his  name  and  he  repudiates  same. 

Alfred  Matt. 
Subscribed  and  sworn  to  before  me  this  31st  day  of  March,  1930. 

L.  S.  French. 
Notary  Public  for  the  State  of  Montana. 

My  commission  expires  April  30,  1932. 


affidavit 
State  of  Montana, 

Comity  of  Lake,  ss: 
Joseph  Bourdon,  being  first  duly  sworn  on  oath,  deposes  and  says:  That  he 
is  a  member  of  the  Flathead  Tribe  of  Indians  and  resides  at  Pablo,  Mont. ;  that 
during  the  latter  part  of  September  or  the  first  part  of  October,  1929,  affiant 
signed  a  paper  at  the  request  of  Ben  Cramer,  of  Poison,  Mont. ;  that  he  did 
not  read  the  paper  which  Cramer  presented  but  signed  it  upon  Cramer's  repre- 
sentation that  he  would  receive  $300  from  the  Government  if  he  signed  it ;  that 
Cramer  told  him  that  he  would  receive  the  money  at  once  and  that  all  he  had 
to  do  was  to  sign  the  paper ;  that  affiant  asked  Cramer  who  was  behind  it  and 
Cramer  said  that  Mr.  Coe,  the  agent,  was  at  the  Jiead  of  it  and  wanted  affiant 
to  sign  the  paper. 

Joseph  Bourdon. 

Subscribed  and  sworn  to  before  me  this  31st  day  of  March,  1930. 

L.  D.  Franch, 
Notary  Public  for  the  State  of  Montawa. 
My  commission  expires  April  30,  1932. 

Senator  Wheeler.  There  is  no  question  about  it  at  all  that  Super- 
intendent Coe  has  for  the  past  two  or  three  years  been  cooperating 
with  some  of  these  crooked  Indians  out  there  on  this  reservation. 
There  isn't  any  doubt  about  it  in  my  mind.  The  evidence  I  have  is 
conclusive  on  that  point. 

Mr.  Collier.  Superintendent  Coe  is  of  no  importance  as  Superin- 
tendent Coe,  let  us  say 

Senator  Wheeler  (interrupting).  He  is  important  to  me  in  this 
respect:  He  has  absolutely  violated  the  duties  of  his  office  out  there 
in  taking  sides  with  a  lot  of  crooked  Indians. 

Mr.  Collier.  About  the  ITtli  of  February  I  went,  in  company  with 
another  witness,  to  the  Indian  Office  and  talked  with  the  Commis- 
sioner and  Assistant  Commissioner  of  Indian  Affairs  about  this  situa- 
tion and  about  Superintendent  Coe's  actions,  and  about  the  prelicense 
items  of  payment  to  these  Indians  by  the  Montana  Power  Co.  I 
pointed  out  that  at  least  technically  Superintendent  Coe  was  acting 
in  a  manner  definitely  insubordinate  to  the  commissioner,  and  I  raised 
the  question  as  to  whether  that  insubordination  should  not  be  dealt 
with.  The  reply  I  got  was  this:  "Whatever  Superintendent  Coe 
does  " — this  was  Assistant  Commissioner  Scattcrgood's  reply — "  can 
not  influence  my  judgment."  I  replied,  "  I  am  not  suggesting  whether 
he  can  influence  your  judgment,  but  is  he  not  a  subordinate  of  yours, 
and  are  you  not  responsible  for  his  actions  ?  " 
26465— 30— PT 10 10 
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Senator  Wheeler.  To  say  the  least,  his  actions  have  been  such  as 
to  break  down  the  morale  of  the  Indians. 

Mr.  Collier.  After  that  interview  I  wrote  Senator  Frazier  a 
resume  of  the  whole  record,  quoting  various  affidavits,  which  he 
transmitted  to  the  Secretary  of  the  Interior.  These  facts  were  known 
at  least  at  that  time  to  the  Commissioner  of  Indian  Affairs.  In  addi- 
tion, telegrams  from  this  fake  Flathead  Indian  association,  refer- 
ring to  the  petitions  circulated,  as  I  have  indicated,  by  the  bought 
Indians,  the  fake  association  officered  by  these  bought  Indians  and 
formed  with  Superintendent  Coe's  aid,  were  put  into  the  Congres- 
sional Record.     So  the  facts  were  notorious  at  the  time.     [Reading  :J 

r  Congressional  Record,  February  4,  1930] 

Mr.  Cramtom.  *  *  11  have  a  statement  from  Mr.  Charles  E.  Coe,  super- 
intendent of  the  Flathead  Indian  Reservation,  which  refers  to  the  formation  of 
the  new  association,  and  says : 

"  I  believe  the  new  body  is  the  most  representative  one  that  has  ever  existed 
among  these  Indians,  and  is  a  step  forward." 

Senator  Wheeler.  I  would  like  to  refresh  your  memory,  or  recol- 
lection, on  the  fact  that  there  was  a  lawyer  who  came  down  here 
claiming  that  he  had  a  contract  with  these  Indians  and  that  he 
had  the  approval  of  the  department — that  was  before  Mr.  Scatter- 
good  and  Mr.  Rhoads  came  in — and  they  were  going  to  sign  a  con- 
tract with  this  lawyer  to  represent  the  Indians  out  there.  I  called 
up  Mr.  Burke  with  reference  to  it  and  he  stated  that  the  Assistant 
Secretary  of  the  Interior,  Mr.  Dixon,  vouched  for  this  man  named 
Hirshey. 

Mr.  Collier.  Assistant  Commissioner  Scattergood  said  these  things 
didn't  matter  because  Superintendent  Coe's  action  could  not  influence 
his  own  judgment.  Now,  I  have  before  me  two  letters,  one  dated 
March  8 — letters  sent  back  here  by  the  chairman  of  the  Flathead 
Tribal  Council,  Coville  Dupuis  [reading]  : 

Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washington,  February  21,  1930. 
Hon.  Burton  K.  Wheeler, 

United  States  Senate. 
My  Deiab  Senator:  Referring  to  previous  correspondence  relative  to  com- 
plaints received  by  you  in  regard  to  the  Flathead  Tril)al  Council  matters,  there 
is  inclosed  herewith  a  copy  of  a  communication  dated  February  4,  1930,  from 
Mr.  Charles  E.  Coe,  superintendent  of  the  Flathead  Indian  Agency.  The  letter 
goes  into  the  matter  quite  fully  and  indicates  that  the  superintendent  is  en- 
deavoring to  cooperate  with  all  the  Indians.  However,  it  reveals  the  usual 
tendency  of  the  Indians  to  divide  up  into  factions,  with  the  resultant  cross- 
lire  of  views,  interests,  etc.  It  will  probably  be  necessary  a  little  later  for 
this  office  to  Issue  instructions  for  a  general  notice  and  some  method  of  general 
election  to  ascertain  the  wishes  of  the  tribe  as  a  whole  in  the  matter  of  choos- 
ing representatives  to  act  as  members  of  the  Flathead  business  committee  to 
transact  matters  of  business  which  should  be  in  the  hands  of  a  small  repre- 
sentative body  of  the  tribe. 

We  think  it  best  to  postpone  this  until  the  furor  over  the  power  site  develop- 
ment is  over. 

Sincerely  yours, 

J.  Henry  Scattergood, 
Assistant  Commissioner. 
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Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washingt(m,  March  8,  1930. 
Hon.  B.  K.  Wheeler, 

United  States  Senate. 

My  Dear  Senator:  We  acknowledge  your  letter  of  February  21  with  in- 
closures  sent  you  by  Mr.  Caville  Dupuis,  president  of  the  Flathead  Tribal 
-Council,  concerning  conditions  on  that  reservation. 

As  you  doubtless  know,  there  are  factional  differences  among  the  Indians 
on  the  Flathead  Reservation  and  have  been  for  some  time.  At  the  present 
time  there  are  two  organizations  purporting  to  represent  the  tribe,  but  neither 
of  these  organizations  was  fonned  in  accordance  with  the  regulations  of  the 
■department.  Consequently,  neither  organization  has  been  officially  recognized, 
although  we  accept  and  give  due  consideration  to  suggestions  or  recommenda- 
tions made  by  both  organizations.  There  should  be  a  tribal  business  commit- 
tee organized  on  this  reservation  in  accordance  with  the  regulations,  but,  as 
we  have  stated  to  you  verbally,  we  do  not  believe  it  would  be  advisable  to 
attempt  to  hold  an  election  under  the  present  abnormal  conditions,  as  we 
Tealize  that  at  this  time  both  on  the  Flathead  Reservation  and  throughout 
Montana  there  is  temporarily  a  great  deal  of  unusual  agitation  on  account 
of  the  water-power  case  which  has  resulted  in  many  resolutions  from  factions 
of  Indians,  Chambers  of  Commerce,  Women's  Clubs,  and  many  other  groups. 
When  the  Power  Commission  and  the  Secretary  of  the  Interior  are  able  to 
<;ome  to  terms  and  award  the  Flathead  power  license  or  permit,  we  suppose 
this  excitement  will  subside  to  normal  conditions.  It  is  our  intention  at  the 
proper  ti  meto  organize  a  legally  constituted  business  committee  with  a  view 
to  having  an  organization  which  really  represents  the  Flathead  Tribe  as  a 
whole. 

Pending  the  formation  of  such  an  organization,  we  will,  of  course,  continue  to 
give  due  consideration  to  any  matters  that  the  Indians  through  their  organiza- 
tions, or  individually,  may  present. 
Sincerely  yours, 

C.  J.  Rhoads,  Commissioner. 


Department  of  the  Interior, 

Office  of  Indian  Aitairs, 
Washington,  D.  C,  March  13,  1930. 
Hon.  B.  K.  Wheeler, 

United  States  Senate. 
My  Dear  Senator:  We  have  your  letter  of  the  5th  inclosing  a  copy  of  the 
resolution  adopted  by  the  Flathead  Tribal  Council  for  the  removal  of  Superin- 
tendent Charles  E.  Coe,  of  the  Flathead  agency,  for  the  reasons  set  forth  herein. 
In  this  connection,  attention  is  invited  to  our  letter  of  the  8th  discussing 
the  situation  on  the  Flathead  jurisdiction  by  reason  of  the  factional  differ- 
ences and  he  tense  feeling  resulting  from  the  power-site  lease.     Pending  the 
settlement  of  this  matter  by  the  Secretary  and  the  Power  Commission,  it  is 
questionable  whether  we  should  take  any  action  on  the  resolution  at  this  time, 
and  therefore  the  papers  will  be  held  for  further  action  at  a  later  date. 
Sincerely  yours, 

J.  Henry  Soattergood. 
Assistant  Cmnmissioner. 


Whereas  following  the  regular  election  of  tribal  officers  on  October  5,  1929, 
Superintendent  Charles  E.  Coe,  in  violation  of  faith  with  the  Flathead  Tribe, 
as  well  as  in  violation  of  the  rules  and  regulations  of  the  Interior  Department, 
gathered  in  his  office  on  November  29,  1929,  about  twenty  Indians  and  in- 
termarried whites ;  and 
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Whereas  the  leading  persons  gathered  at  this  meeting  in  Superintendent 
Coe's  oflSce  were  men  who  have  been  openly  working  to  promote  the  interests 
of  the  Montana  Power  Co.,  and  some  of  them  have  admitted,  or  are  proved 
by  public  records  to  have  taken  money  from  the  Montana  Power  Co. ;  and 

Whereas  Superintendent  Coe  had  previously  been  in  collusion  with  these 
same  agents  and  dupes  of  the  Montana  Power  Co.,  and  had  assisted  in  cir- 
culating a  deceptive  petition  by  fraudulent  means,  calling  for  the  immediate 
granting  of  the  Flathead  power  sites  to  the  Montana  Power  Co.  without  any 
reservations  attached ;  and 

Whereas  at  this  gathering  in  Superintendent  Coe's  office,  over  which  Super- 
intendent Coe  presided  for  part  of  the  time,  there  was  organized  a  fake  or- 
ganization called  the  "  Flathead  Indian  Association  "  and 

Whereas  this  association  is  proceeding  to  work,  as  its  controlling  members 
have  long  worked,  to  the  end  of  delivering  the  Flathead  powersites,  by  hook 
or  by  crook,  to  the  Montana  Power  Co. ;  and 

Whereas  Superintendent  Coe  has  furnished  statements  which  have  been 
placed  in  the  Congressional  Record  by  Congressman  Louis  C.  Cramton,  falsely 
asserting  that  the  fake  organization  brought  together  in  his  office  November 
29,  1929.  called  the  "  Flathead  Indian  Association,"  is  the  representative  body 
of  the  Flathead  Tribe,  although  it  is  of  record  and  accepted  by  the  Commis- 
sioner of  Indian  Affairs  that  the  Flathead  Tribal  Council  is  the  authorized 
body  of  the  tribe ;  and 

Whereas  Superintendent  Coe  has  continued  openly  in  his  efforts  to  impede 
and  discredit  the  work  of  A.  A.  Grorud,  the  attorney  of  the  Flathead  Tribe, 
and  Congressman  Cramton  has  aided  and  abetted  Superintendent  Coe  in  this 
nefarious  effort,  and  has  protected  himself  behind  Congressional  immunity; 
and 

Whereas  the  Montana  Power  Co.,  for  more  than  three  years  has  been  a 
corrupting,  blackmailing  and  unscrupulous  influence  on  this  reservation,  pay- 
ing money  to  irresponsible  Indians  and  dishonest  whites,  circulating  fake 
petitions,  financing  fake  Indian  powwows,  and  stopping  at  nothing  short  of 
murder  in  its  determination  to  get  possession  of  the  Flathead  power  sites  on 
terms  disadvantageous  to  the  Flathead  Tribe:  Therefore  be  it 

Resolved,  That  the  usefulness  of  Mr.  Coe  on  this  reservation  has  long  since 
ended ;  that  he  has  become  a  nuisance  and  a  persecution  against  the  Flathead 
Tribe ;  and  be  it  further 

Resolved,  That  Superintendent  Coe  is  known  to  this  tribe  as  a  man  working 
against  the  best  interests  of  this  tribe  in  favor  of  a  corporation  seeking  to  ex- 
ploit this  Tribe ;  and  be  it  further 

Resolved,  That  the  Secretary  of  the  Interior  and  the  Commissioner  of  Indian 
Affairs  are  informed  through  this  resolution,  if  they  do  not  already  know,  of 
the  behavior  or  Superintendent  Coe,  and  are  hereby  requested  to  remove  him 
promptly  from  this  reservation ;  and  be  it  further 

Resolved,  That  the  Senate  Indian  investigating  committee  is  requested 
without  delay  to  inquire  into  the  circumstances  narrated  in  this  resolution, 
with  a  view  to  protecting  the  Flathead  Tribe  against  demoralization,  coercion, 
and  spoliation ;  and  be  it  further 

Resolved,  That  a  copy  of  this  resolution  shall  be  sent  to  the  President  of  the 
United  States,  the  Secretary  of  the  Interior,  the  Commissioner  of  Indian  Affairs, 
the  chairman  of  the  Indian  Committees  of  Congress  and  the  Senators  from 
Montana. 

I  hereby  certify  that  the  above  resolution  was  duly  adopted  at  a  special 
meeting  of  the  Flathead  Tribal  Council,  held  at  St.  Ignatius,  Mont.,  February 
24,  1930. 

Caville  Dupuis, 
President  Flathead  Tribal  Council. 

Attest. 

V.  A.  VooRHiES,  Secretary. 


SUEVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3507 

Department  of  the  Interior, 

Indian  Field  Service, 
Flathead  Agency,  Dixon,  Mont.,  February  21,  1930. 
Mr.  Caville  Dupuis, 

Premderit  Flathead  Trihal  Council,  Poison,  Mont. 
Dear  Mr.  Dupuis  :  I  have  your  letter  of  the  19th  instant  requesting  certain 
information  relative  to  tribal  funds,  agency  employees,  automobiles,  and  tribal 
rolls,  etc.     The  information  follows  so  far  as  I  can  supply  it. 

RECEIPTS  and  expenditures,  FLATHEAD  TRIBAL  FUNDS 

I  do  not  have  the  details  requested  with  reference  to  the  tribal  funds  as  this 
account  is  kept  by  the  department  in  Washington.  They  furnish  statements 
of  the  condition  of  the  tribal  funds  about  twice  each  year.  These  statements 
are  always  posted  on  the  bulletin  board  in  this  office  as  soon  as  received.  A 
copy  of  the  last  statement  is  inclosed. 

employees,    POSITIONS,   AND    SALARIES 

A  copy  of  the  January  pay  roll  is  inclosed  which  shows  this  information. 
This  is  the  regular  list  of  the  employees  of  the  agency.  During  the  summer 
not  to  exceed  10  fire  guards  are  hired  for  forest  protection  purposes. 

AUTOMOBILES 

A  complete  list  of  all  cars  operated  by  the  agency  is  inclosed,  with  dates 
purchased  and  prices  paid. 

TRIBAL    ROLLS 

We  have  three  different  rolls  of  the  Flathead  Indians.  The  first  roll  is 
a  schedule  of  the  allotments.  This  is  in  reality  two  rolls  although  the  num- 
bers run  consecutively.  It  contains  the  names  of  all  Indians  allotted  on  the 
reservation  under  the  act  of  April  23,  1904,  and  the  names  of  the  new  allottees 
made  under  the  act  of  February  25,  1920.  The  schedule  contains  3,380  names 
of  which  920  were  made  under  the  latter  law. 

The  second  roll  is  the  annuity  roll  which  was  approved  December  3,  1919. 
This  roll  contains  2,535  names  of  Indians  entitled  to  participate  in  tribal  pay- 
ments. A  large  number  of  Indians  whose  names  appear  on  this  roll  have 
died.  Under  existing  law  the  shares  of  deceased  Indians  on  this  roll  are  paid 
to  their  heirs. 

The  third  roll  is  the  census  roll  which  is  compiled  as  of  June  30,  each  year, 
and  contains  the  names  of  all  members  of,  the  Flathead  Tribe  regardless  of 
whether  their  names  appear  on  either  of  the  other  rolls. 

These  rolls  are  quite  long  and  it  would  require  an  immense  amount  of  work 
to  make  copies.  I  do  not  feel  that  I  can  spare  the  time  of  one  of  the  clerks 
to  make  copies  at  this  time.  These  rolls  can  always  be  inspected  during  office 
hours  and  if  you  care  to  have  some  one  make  copies  for  the  use  of  your 
organization,  I  will  give  them  the  opportunity  and  any  reasonable  assistance  to 
do  so. 

With  reference  to  the  meeting  which  you  have  announced;  will  be  held  at 

St.  Ignatius,  Mont.,  on  Monday,  February  24,  1930,  at  1  o'clock  p.  m.    I  regret 

that  it  will  be  impossible  for  me  to  attend  at  that  time.     I  have  been  subpoenaed 

as  a  witness  in  the  district  court  at  Thompson  Falls  for  10  o'clock,  February  24. 

Very  truly  yours, 

Charles  E.  Coe, 

Superintendent. 
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Name 

Position 

Yearly 
salary 

Deduct 
for  rent 

Deducted 

for 
retirement 

Monthly 

net  amount 

paid 

Charles  E.  Coe 

Marion  A.  Branson 

Superintendent  and  S. 

Day-school    representa- 
tive. 
Principal  clerk. 

$3, 600. 00 

1,920.00 

2, 600. 00 

720.00 

2, 600. 00 

1,  860.  00 

1,  620.  00 

.2,400.00 

1. 440.  00 

1, 800.  00 

1,  740.  00 

1,  800.  00 

2,000.00 

1,  680.  00 

2,000  00 

2,000.00 

1,  860.  00 

1,  260.  00 

1,  200.  00 

180.00 

180.  00 

840.  00 

540.00 

540.00 

540.  00 

1,  G«0.  00 

2,  800.  00 

2,  300.  00 
2, 100.  00 
1.  920.  00 
1,  920.  00 
2, 100.  00 

$25.00 
15.00 
25.00 

$10. 50 
5.60 
7.58 

$264.  50 
139.  40 

R  C.  Mackenstadt 

184  08 

A.  H.  Henderlite 

Physician 

60.  00 

Hugh  Mullarky 

do 

Clerk.. 

25.00 
15.00 
15.00 
23.33 
15.00 
15.00 
15.00 
15.00 
15.00 
15.00 
15.00 
15.00 

0) 

10.00 
10.00 

7.58 
5.43 
4.73 

184.  08 
134.  57 

Esther  0.  Arvidson        .    . 

Assistant  clerk 

115.  27 

J  C  Curtis 

Special  olRcer 

176  67 

Henry  .\.  Zini          

4.20 
5.25 
5.08 
5.25 
5.83 
4.90 
5  83 
5.83 
5.43 

100.80 

Waldo  G.  Brown 

Farmer     . . 

129.  75 

E.  R.  Averill 

Engineer 

124.  92 

Corrie  Hiatt 

Farmer.  .       . 

129.75 

H.  P.  Smith 

Forest  ranger.. 

145.  8a 

B.  D.  Wolfinger 

Farmer 

120  10 

T.  E.  Norton 

Forest  ranger 

145.  83 

Omer  Bewlev                     

Q  eneral  mechanic 

Scaler 

145.  83 

C.  A.  Nichols 

149.  57 

95.  00 

Sam  Tilden 

do 

90.00 

Pierre  Magpie      .    

Judge - — 

do 

Chief  police 

15.00 

Charlo'wain  Hewolf 

15.00 

Frank  McClure 

5.00 

70  00 

Mitch  Michel 

Private. 

45.00 

Oswald  Thomas 

do 

do 

Forest  guard 

45.00 

Louie  Pierre                     .  . 

45.00 

N.  B   tiaruson 

15.00 
25.00 

20.00 
15.00 
15.00 
15.00 
15.00 

4.90 

8.17 

6.71 
6.13 
5.60 
5.60 
6.13 

120  10 

Cbas.  D.  Fauoe 

J.  W..\llen    

Deputy  supervising  for- 
ester. 

200.16 
164.  95 

V.  B.  Champion 

Forest  ranger 

153.  87 

J.  McCaulley 

Scaler 

139.  40 

N.  T>.  Rodman                 .  . 

do 

139.  40 

John  E.  Cotter 

Forest  ranger 

153.  87 

>  Receives  gross. 

Statement  of  the  tribal  fundus  in  the  Treasury  of  the  Flathead  Indians  for  the 
fiscal  year  ended  June  SO,  1929 


Title  of  funds 

Balance  July 
1,1928 

Receipts, 
1929 

Total 

Expended, 
1929 

Balance  June 
30,  1929 

Proceeds  of  Flathead  Reserva- 
tion, Mont 

$27, 176. 38 
161, 970. 54 

$2,408.87 
236,381.83 

$29, 585.  25 
398, 352. 37 

$29,  585.  25 
206,433.95 

Indian  moneys,  proceeds  of  labor, 
Flathead  Indians  .              .  . 

$191,918.42 

Total    

189, 146. 92 

238,  790.  70 

427,937.62 

191, 918. 42 

236, 019.  20 

Record  of  cars  purchased  by  Oovernment  for  use  at  the  Flathead  Indian  Agency 


Car 
No. 

Make 

Cost 

15 

Ford,  pick-up  body 

J  $643. 46 

16 

do 

1  543  46 

18 

do        

]  673  90 

21 

do 

'640  25 

22 

do     

i  58(>  00 

24 

Chevrolet  coach,  4-cylinder 

734. 10 

25 

Ford,  pick-up  body 

1  550  00 

26 

Chevrolet  runabout,  pick-up  body 

a  700  00 

27 

Ford  coup6. 

<  664.  20 

28 

Chevrolet  1-ton  truck ...    . 

•843  20 

30 

Ford,  pick-up  body,  Model  A 

31 

Chevrolet  coach,  6-cylinder 

632.00 

32 

Ford,  Model  A,  pick-up  body 

673.83 

33 

do 

673.83 

34 

do 

673  81 

35 

Chevrolet  coach,  6-cylinder 

740  00 

Model  T  truck.  «  Model  T  truck  (Ruitellgeared).  » 4-cyllnder  pick-up  body. 

♦Model  T.  »4.cylinder. 
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The  Chairman.  What  is  that? 

Mr.  Collier.  A  letter  signed  by  Commissioner  Rhoads  addressed 
to  Senator  Wheeler. 

The  Chairman.  What  date? 

Mr.  Collier.  March  8  and  February  21.  This  was  only  four 
days  after  Mr.  Scattergood  was  satisfied  Mr.  Coe  couldn't  influence 
his  judgment.  These  letters  show  either  that  Mr.  Rhoads  and  Mr. 
Scattergood  have  actually  been  persuaded  by  Superintendent  Coe 
and  the  bought  Indians,  or  that  they  have  decided  to  use  Coe's  activi- 
ties as  the  means  to  withdraw  recognition  from  the  bona  fide  Flat- 
head Council. 

Senator  Wheeler.  I  can't  agree  with  that,  because  I  don't  think 
the  bureau  has  ever  recognized  Mr.  Allard's  organization. 

Mr.  Collier.  But  they  have  dealt  with  it,  and  only  a  month  ago 
Mr.  Scattergood  stated  to  me  that  the  council  was  recognized  and 
official.  This  committee  has  dealt  with  it — and  the  Federal  Power 
Commission  has  dealt  with  it — until  February  IT  last.  This  is  not 
an  insignificant  matter.  The  Montana  Power  Co.  wouldn't  be  spend- 
ing thousands  of  dollars  under  conditions  that  create  a  scandal  to 
buy  this  tribe's  support  unless  they  placed  a  value  on  what  they 
are  trying  to  buy.  That  company  knows  what  Superintendent  Coe 
knows,  that  the  tribe,  so  long  as  it  can  remain  articulate,  will  go 
on  protesting  against  such  a  deal  as  is  contemplated  in  this  War 
Department  set-up,  and  protesting  in  favor  of  another  and  different 
deal.  The  tribe  has  a  contract  with  a  bidder.  Granting  that  this 
contract  probably  has  no  standing  in  law,  yet  it  has  a  moral  effect^ 
and  the  effort  is  to  overturn  all  that,  and  the  effort  is  to  show  that  the 
attorney  for  the  tribe,  who  is  here  in  Washington,  does  not  represent 
the  tribe  although  the  tribe  says  that  he  does  represent  it.  I  assert 
that  in  spite  of  Commissioner  Scattergood's  confidence,  he  and  Com- 
missioner Rhoads  have  unconsciously  been  influenced  by  the  in- 
subordination and  the  collusion  and  the  conspiracy  indulged  in  by 
Superintendent  Coe  with  their  consent,  and  it  is  a  very  depressing 
record. 

The  Chairman.  Well,  now,  we  will  have  to  close. 

Mr.  Collier.  I  would  like  to  offer  for  the  record  the  transcript  of 
the  evidence  of  the  hearing  on  the  applications  of  the  Rocky  Moun- 
tain Power  Co.  and  Walter  H.  Wheeler  for  the  development  of  the 
Flathead  power  sites,  which  hearing  was  held  before  the  Federal 
Power  Commissioner,  last  November  and  December,  as  well  as  the 
prelicense  costs  statement. 

The  Chairman.  In  my  opinion,  these  documents  should  be  in  the 
record.  Without  objection  the  transcript  of  the  hearing  before  the 
Power  Commission,  referred  to  by  Mr.  Collier,  and  the  prelicense 
costs  statement  is  admitted  for  the  record  and  ordered  printed. 

(The  documents  above  referred  to  are  to  be  inserted  following  the 
testimony  of  this  hearing.) 

Mr.  Scattergood.  That  there  has  been  this  ferment  of  politics  out 
there  on  the  Flathead  is  certainly  well  known.  It  is  a  real  problem 
that  will  have  to  be  met.  But  we  feel  that  there  has  been  recently  at 
Flathead  an  abnormal  stress  and  excitement  because  of  this  power 
question,  not  only  among  all  the  Indians  but  in  the  whole  neighbor- 
hood as  well.  Acting  under  this  stress  it  has  been  only  natural  that 
these  resolutions  should  have  been  sent  to  us  by, both  factions  of  the 
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Indians,  as  well  as  by  chambers  of  commerce,  women's  clubs,  and 
individuals,  and  in  great  numbers.  There  has  of  course  been  a  great 
interest  in  the  matter  all  over  the  State.  Now  we  feel  when  this 
power  question  is  settled  and  the  license  or  permit — whichever  the 
Federal  Power  Commission  and  the  Secretary  of  the  Interior  may  see 
fit  to  grant — is  actually  awarded,  that  then  this  stress  and  excitement 
will  settle  down  and  a  normal  state  of  mind  will  return,  and  that 
then  we  can  really  make  a  fresh  start  under  calmer  conditions.  At 
that  time  we  would  propose  to  have  called  a  general  meeting  or  tribal 
council  of  all  of  the  Indians  as  a  whole  for  the  adoption  of  a  new  set 
of  carefully  prepared  by-laws.  These  will  provide  for  regularly 
stated  periods  for  the  election  of  the  business  committee,  something 
which  appears  now  to  have  been  the  practice  of  this  Flathead  Tribe. 
With  this  program  we  believe  a  fresh  start  will  be  made  from  which 
improved  conditions  will  result,  and  that  the  present  factional  dif- 
ferences can  be  overcome. 

Senator  Wheeler.  Of  course,  in  the  face  of  the  evidence  that  we 
have  had  before  this  committee,  of  how  these  Indians  have  been 
bought  and  used  out  there,  it  seems  to  me  that  the  department,  in 
the  face  of  the  facts  which  everybody  concedes,  and  even  the  enemies 
concede  that  they  are  honest  and  square — it  does  seem  to  me  that 
the  superintendent  out  there  has  aided  and  abetted  the  crooked  In- 
dians as  against  the  decent  Indians  out  there.  I  have  felt  it  very 
keenly  that  the  superintendent  would  sanction  allowing  these  crooked 
Indians,  whom  he  knows  have  been  on  the  pay  roll,  to  come  there. 

Mr.  ScATTEKGOOD.  About  how  many  crooked  Indians  do  you  think 
there  are  there  ? 

Senator  Wheeler.  Joe  Irwin,  Ben  Cramer — I  convicted  him  my- 
self of  bootlegging;  and  Joe  McLeod  has  been  convicted  out  there 
and  served  time.  They  ought  not  be  given  countenance  and  prefer- 
ence over  decent  and  respectable  Indians  out  there.  It  has  had  a 
demoralizing  influence  among  the  better  element  of  the  Indians.  I 
think  it  is  extremely  unfortunate.  As  I  said  to  you  before,  I  feel 
that  Coe  ought  to  be  gotten  off  the  Flathead  Reservation. 

Mr.  ScATTERGOOD.  Wc  havc  no  desire  to  argue  that  now. 

Senator  Wheeler.  No;  I  understand  that,  but  I  have  had  the 
evidence. 

Mr.  ScATTERGOOD.  It  appears  there  is  a  very  considerable  number 
of  the  Flathead  Indians  who  seem  to  have  been  associated  in  each 
faction.  And  among  the  faction  led  by  this  group  there  seem  to 
have  been  Indians,  some  of  them  the  old  chiefs,  who,  so  far  as  we 
know,  aren't  to  be  classified  as  crooked  Indians;  and  the  only  point 
to  determine  is  how  and  when  and  what  method  we  can  get  to  settle 
this  confused  state  of  affairs  out  there. 

Senator  Wheei^r.  If  the  Indians  went  ahead,  called  a  meeting,  as 
suggested  by  you,  and  elected  their  own  officers  again,  then  without 
a  question  of  doubt  they  ought  to  be  recognized  by  the  department. 

Mr.  ScATTERGOOD.  Docs  that  mean  that  the  department  should 
entirely  ignore  the  other  faction? 

Senator  Wheeler.  I  don't  think  they  ought  to  ignore  any  Indians. 
But  if  the  council  they  elected  were  given  recognition  as  the  real 
tribal  council  out  there,  then  it  would  give  them  a  certain  prestige 
among  the  Indians,  particularly  the  better  element  of  them.     There 
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is  no  doubt  that  Joe  Irwin  was  on  the  pay  roll  of  these  people.  His 
whole  action  when  the  committee  was  out  there  was  reprehensible. 

Mr.  ScATTERGOOD.  You  Understand  I  am  not  defending  them. 

Senator  Wheeler.  No;  I  understand. 

Mr.  ScATTERGOOD.  We  were  glad  to  welcome  the  free  expressions 
of  opinions  from  all  the  Indians  of  any  faction.  But  determination 
of  this  water-power  matter  comes  before  the  Federal  Power  Commis- 
sion and  the  Secretary  of  the  Interior,  and  must  be  settled  by  them. 
All  these  resolutions  have  come  piling  in  for  days  and  weeks  and 
months  out  there,  but  they  can't  settle  the  matter. 

Senator  Wheeler.  I  think  that  is  true.  I  don't  agree  that  these 
things  have  any  influence  upon  the  Secretary  of  the  Interior,  but 
when  the  department  doesn't  recognize  their  regular  council  it 
doesn't  have  the  moral  influence  upon  the  decent  Indians  out  there. 

Mr.  ScATTERGOOD.  We  feel  like  letting  this  factional  dift'erence  ride 
along  until  a  license  is  awarded. 

Senator  Wheeler.  The  Indians  really  feel  that  the  department 
isn't  keeping  good  faith. 

Mr.  ScATTERGOOD.  We  didn't  think  there  was  any  such  thought  as 
that.  It  has  seemed  to  us  that  it  was  a  mere  matter  of  local  politics 
with  them,  and  a  difference  of  opinion  as  to  the  power  contract. 

Senator  Wheeler.  It  isn't  a  mere  matter  of  local  politics.  Where 
we  have  decent,  respectable  Indians  on  the  reservation,  who  are 
honest,  on  the  one  hand,  and  crooked  Indians  on  the  other  hand,  it 
seems  to  me  that  it  ought  to  be  the  policy  of  the  department  to  encour- 
age the  decent  and  respectable  Indians. 

Mr.  ScATTERGOOD.  Well,  I  hope  that  this  can  all  be  straightened 
out  later  when  things  cool  down  after  the  power  question  is  settled. 
We  thought  it  was  a  more  complicated  question,  and  one  that  would 
warrant  closer  study,  so  that  new  by-laws  might  be  adopted  and  a 
new  election  be  held  under  them,  and  the  whole  dispute  be  thus  finally 
adjusted. 

The  Chairman.  This  hearing  will  have  to  close.  The  matter  of 
continuing  the  hearings  on  this  subject  will  be  determined  by  the 
committee,  but  it  will  have  to  be  postponed  until  we  get  back  from 
the  trip  south. 

(Whereupon,  at  1.50  o'clock  p.  m.,  the  subcommittee  adjourned, 
subject  to  the  call  of  the  chairman.) 
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THURSDAY,   APRIL   10,    1930 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Indian  Affairs, 

Washington^  D.  C. 
The  subcommittee  met,  pursuant  to  call,  at  10.30  o'clock  a.  m.,  in 
the  committee  room,  Senate  Office  Building. 

Present :  Senators  Frazier  (chairman) ,  Pine,  Wheeler,  and  Thomas 
of  Oklahoma. 

Present  also :  Charles  J.  Ehoads,  Commissioner  of  Indian  Affairs ; 
John  Collier,  executive  secretary  American  Indian  Defense  Asso- 
ciation; Benjamin  C.  Marsh,  executive  secretary  People's  Lobby; 
Walter  H.  Wheeler;  and  Daniel  R.  Forbes,  counsel  for  Walter  H. 
Wheeler. 

FLATHEAD   POWER    SITES 

The  Chairman.  The  subcommittee  will  please  come  to  order. 
This  is  a  continuation  of  the  hearing  in  regard  to  the  Flathead 
power  sites  of  the  Flathead  Indians  of  Montana.  Before  we  take 
that  up,  however,  I  have  some  correspondence  here  from  Mr.  Joseph 
W.  Latimer,  attorney.  New  York  City,  which  he  has  asked  to  have 
placed  in  the  record,  not  in  connection  with  this  hearing,  but  on  some 
other  Indian  matters  out  in  the  southwest  part  of  the  country,  as  I 
understand  it.  We  will  put  it  in  the  record  at  this  time.  Without 
objection,  it  is  ordered  that  this  correspondence  be  inserted  in  the 
record. 

(Said  correspondence  is  as  follows:) 

New  York,  N.  Y.,  September  22,  1929. 
Hon.  Lynn  J.  Frazier, 

Senate  Investigating  Committee  on  Indian  Affairs, 

Washington,  D.  C. 
Dear  Senator  Frazier  :  Judging  from  the  King  resolution,  under  which  your 
investigating  committee  is  acting,  it  appears  that  it  would  be  pertinent  for  the 
committee   to   have   before  it   suggestions   as   to   fundamental   relief   for   the 
American  Indian. 

With  this  in  mind,  kindly  permit  me  to  offer  your  committee,  and  if  accept- 
able may  they  be  good  enough  to  insert  into  the  record  of  your  hearings  at  an 
early  meeting,  the  enclosures  herewith  and  summarized  as  follows : 

1.  Copy  of  letter  by  the  late  Gen.  R.  H.  Pratt,  founder  of  the  Carlisle  (Pa.) 
Indian  School,  to  Hon.  Cato  Sells.  General  Pratt  during  his  lifetime  was 
the  leading  authority  on  Indian  affairs,  and  in  the  said  Sells  letter  he  embodies 
views  as  applicable  to-day  as  when  written  in  1913. 

2.  Copy  of  an  article  dealing  with  fundamental  Indian  Bureau  conditions 
to-day  with  an  outline  of  relief  designated  as  "  Citizenship  Plan,"  written  by 
me  and  published  in  the  Los  Angeles  Times  last  January. 
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3.  Copy  of  a  letter  to  Commissioner  Rhoads,  in  August  of  this  year,  giving 
an  opinion  on  the  so-called  McNary  bill  in  re  Klamath  Indians,  endeavoring 
to  draw  a  distinction  between  a  "  corporation "  and  a  "  trustee "  plan  for 
tribal  property,  which  was  written  by  the  writer.  To  this  is  attached  a  copy 
of  the  McNary  bill. 

All  three  of  the  foregoing  tend  to  reach  fundamental  questions  affecting  our 
governmental  charge  of  the  Indian  and  his  property. 

In  addition  to  the  above,  I  also  inclose  and  ask  for  your  kind  consideration 
of  same,  with  the  view  that  it  may  be  acceptable  and  inserted  in  your  hearings 
as  No.  4  of  inclosures  herewith  and  which  is  a  brief  summary  of  a  reprehensi- 
ble abuse  of  power  by  former  officials  of  the  bureau,  asks  for  relief  and  is 
embodied  in  a  letter  by  the  writer  to  Commissioner  Rhoads  of  last  August. 

Thanking  you  for  such  action  as  your  committee  may  deem  consistent,  I  am 
Respectfully, 

Joseph  W.  Latimer. 


Exhibit  No.  1 

Washington,  D.  C  ,  November  12,  1913. 
Hon.  Cato  Sells, 

CommissiQner  of  Indian  Affuirs, 

Washington,  D.  C. 

Dear  Sir  :  The  Indians  in  the  United  States  are  just  what  we  ourselve.-?  have 
made  them.  If  they  are  in  bad  health,  the  reason  for  that  can  be  traced  to 
our  system  of  feeding,  care,  and  management.  If  over  half  of  them  are  still 
unable  to  use  the  language  of  the  country,  and  most  of  them  are  tenaciously 
holding  on  to  their  tribal  life,  it  is  because  we  have  forced  and  bought  them 
to  segregate  tribally,  and  applied  no  proper  influence  to  change  them  from 
tribal  conditions.  If  they  are  still  thinking  more  about  themselves  as  Indians 
and  as  tribes  than  they  are  about  becoming  American  citizens,  it  is  because  all 
of  our  teaching  and  preaching  influences  that  result. 

Slavery  brought  the  negroes  to  America,  scattered  them  among  our  people, 
and  took  such  good  care  of  them  that  they  have  come  to  be  10,000,000  of  our 
fellow  citizens.  Not  a  negro  in  the  country  can  speak  his  original  language, 
nor  do  any  of  them  know  anything  material  of  their  old  tribal  customs.  They 
go  where  they  will  and  engage  in  such  employments  among  our  people  as  they 
care  for.  Their  transformation  was  due  to  intimate  contact  with  our  people 
which,  notwithstanding  that  was  through  the  abomination  of  slavery,  enabled 
and  enforced  healthy  industrial  usefulness. 

Three  hundred  thousand  Indians,  probably  not  far  from  as  many  as  there 
were  originally,  are  still  Indians,  without  material  aspirations  for  either  our 
citizenship  or  industries.  We  have  spent  $500,000,000  in  buying  and  forcing 
them  into  the  lines  and  conditions  they  now  occupy. 

Thirty-three  times  as  many  negroes  as  Indians.  The  negroes  were  certainly 
not  above  the  Indians  in  the  quality  of  their  aboriginal  life. 

I  submit,  therefore,  that  the  logical  inference  can  only  be  that  slavery  for 
the  negro  has  proven  a  far  more  comi)etent  and  humane  civilizer.  American- 
izer,  and  citizenizer  than  has  the  continued  efforts  of  the  expensive  Govern- 
ment bureaus,  aided  by  our  Indian  missionary  and  other  Indian  societies,  for 
the  Indian. 

The  paramount  reason  for  success  in  the  negro's  case  was  the  free  use  of 
his  individual  value  and  contact  with  and  direction  from  the  white  race.  He 
did  not  fall  under  a  segregating  bureau  system.  It  was  a  peerless  blessing 
to  the  negro  and  to  the  country  as  well  when  the  freedman's  bureau  was 
abolished  wuth  its  demand  of  "  forty  acres  and  a  mule "  for  each  freedman's 
family. 

The  paramount  reason  for  the  failure  to  accomplish  like  results  with  the 
Indian  was  the  use  of  an  exactly  reverse  treatment.  We  segregated  him  under 
an  expensive  mixed  bureau  and  army  management  on  prison  reservations, 
secluded  from  all  material  contact  with  the  citizenry  of  the  country  and  away 
from  its  industries  and  enlightenment. 

Every  effort  and  expenditure  for  his  uplift  bearing  upon  the  Indian  by 
Government  or  church  should  always  have  had  for  its  direct  aim  his  individual 
preparation  for  real,  useful,  competitive  citizenship.  Expenditures  of  public 
money  in  continuing  him  in  tribal  masses  was  not  justified  by  either  reason  or 
experience,  and  all  conditions  to-day  confirm  this  view. 
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Analysis  of  every  church  effort  from  the  beginning  of  our  occupancy  on  this 
continent,  down  to  and  including  the  present  time,  warrants  the  statement  that 
all  church  effort  is  now  and  always  has  been  solely  along  tribalizing  lines. 
Such  a  thing  as  encouraging  Indians  to  quit  their  tribes  and  migrate  into  the 
high  influences  of  American  freedom  and  life  and  stay  there  is  not  now  and 
never  has  been  in  the  church's  curriculum. 

All  Government  Indian  education  except  in  a  weak  degree  and  by  a  very  few 
of  the  nonreservation  schools  had  and  has  this  same  tendency,  to  strengthen  and 
build  up  the  tribes  as  such. 

The  negro  was  fed  to  and  somewhat  digested  by  our  American  civilization. 
No  amount  of  feeding  our  American  civilization  to  the  negro  in  his  African 
home  could  have  accomplished  in  the  smallest  degree  the  results  which  have 
been  reached  by  bringing  the  negro  into  America.  On  the  other  hand  we  have 
fed  our  civilization  to  the  Indian  in  starvation  doses  in  his  tribal  masses,  and 
behold  the  result. 

Take  100  Indians  in  middle  life  from  the  lowest  tribes,  without  any  knowl- 
edge of  our  language  or  our  American  life,  entirely  separate  them  from  each 
other,  immerse  them  in  our  communities,  encourage  them  to  work  along  our 
lines,  and  in  a  week  every  one  of  them  will  want  their  hair  cut  and  to  be 
wearing  civilized  clothes,  and  will  of  their  own  volition  strive  to  make  them- 
selves civilized  and  useful.  In  six  months  they  will  be  understanding  and 
speaking  English.  In  three  years  they  will  be  so  saturated  and  filled  with  our 
American  civilization  as  to  be  not  only  entirely  w^illing  but  anxious  to  quit  their 
old  Indian  life  forever  and  live  among  our  people,  and  would  do  that  if  not 
bought  or  persuaded  to  the  contrary  by  a  selfish  mismanagement.  This  is  not 
theory.  It  is  proven  in  my  own  experience  with  old  and  tenaciously  tribal 
Indians  removed  under  my  care  from  tribal  to  civilized  environment. 

If  the  Indians  had  not  been  forced,  persuaded,  and  hired  to  hold  on  to  their 
old  life  through  our  relieving  them  from  the  operation  of  the  law  of  necessity, 
and  the  door  had  been  as  open  for  them  out  into  our  American  life  and  indus- 
tries, as  it  has  always  been  to  foreigners,  the  300.000  Indians  within  our  borders 
would  practically  all  of  them  long  ago  have  merged  themselves  into  our  body 
politic.  When  the  resources  of  their  old  nomadic  life  were  passing  they  would, 
with  little  encouragement,  have  individually  sought  and  readily  entered  and 
engaged  in  the  activities  of  our  civilized  life  to  obtain  a  living. 

We  violated  the  laws  of  God  and  man  by  setting  aside  the  useful  and  healthy 
obedience  to  this  law  of  necessity  to  which  all  mankind  was  to  be  subject  in  the 
edict,  "  In  the  sweat  of  his  force  shall  man  eat  bread." 

Our  course  toward  the  Indian  in  this  is  now  fully  proven  to  have  been  most 
fearful  in  its  cruelty,  as  shown  by  their  present  degenerate  health  and  lost 
manhood  conditions  as  compared  with  their  past. 

I  knew  well  and  intimately  in  my  early  Army  experience  quite  a  number  of 
the  most  nomadic  tribes,  and  can  testify  that  tuberculosis  and  trachoma,  which 
are  now  so  destructive  among  them,  were  comparatively  unknown  in  their  old 
life.  If  necessary  to  more  fully  establish  this  fact  it  can  easily  be  done  by 
securing  the  testimony  of  old  officials  and  physicians  now  living,  who  then  had 
intimate  knowledge  of  them. 

All  the  facts  of  their  healthy  past  and  their  present  awful  health  conditions 
and  the  course  of  bureau  treatment  which  brought  these  results  to  the  Jicarilla 
Apaches  in  northern  New  Mexico  are  a  full  illustration  and  will  apply  to  all 
the  tribes  now  so  sadly  afflicted.  In  the  Indian  Commissioner's  Report  for  1888, 
page  23,  their  agent  says  of  these  Jicarrillas,  "  Their  sanitary  condition  is  very 
good,  no  hereditary  diseases  existing  among  them." 

Investigatilon  to  develop  the  whole  truth  would  need  to  be  made  by  able  and 
disinterested  persons  outside  of  the  Indian  Service,  because  that  has  been  the 
inefficient  control,  and  its  testimony  w^ould  be  in  its  own  behalf.  These  fearful 
conditions  could  not  have  grown  to  their  present  proportions  if  the  Indian 
Service  had  been  conducted  by  large  and  disinterested  ability,  directed  by  a 
humane  and  citizenizing  intention. 

With  the  foregoing  in  mind,  and  for  the  purpose  of  beginning  improvement, 
I  have  the  suggestion : 

That  an  inquiry  be  sent  to  every  supervision  where  Indians  are  under  care 
and  training,  asking  what  such  school,  agency,  or  mission  has  so  far  accom- 
plished in  making  useful,  American  citizens  of  the  Indians;  what  its  present 
facilities  are  for  doing  that,  and  w^hat  suggestions  it  has  to  submit  that  will  aid 
in  the  accomplishment  of  such  citizenship. 
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To  this  end  each  school,  agency,  and  mission  should  furnish  a  list  of  the 
names  of  the  Indians  now  living  which  it  has  brought  into  such  independent 
and  useful  citizenship,  giving  their  location  and  occupation.     ^ 

It  is  plain  that  only  through  bringing  the  Indians  to  competent  citizenship 
will  they  ever  be  able  to  pass  from  bureau  control  to  the  full  care  of  their  own 
selves  and  their  property,  and  that  this  is  the  only  way  to  relieve  the  Govern- 
ment and  change  them  from  being  absorbers  to  producers  of  the  Nation's  wealth. 

No  material  progress  is  ever  made  except  under  pressure  in  the  direction 
toward  which  we  are  aiming.  The  tribe,  being  alien  and  un-American,  must 
go,  and  the  sooner  the  better  and  healthier  for  the  individual.  Real  inde- 
pendent and  useful  citizenship  must  come,  and  the  sooner  that  can  be  brought 
about  the  better  in  every  way  for  the  Indian  and  the  Government.  It  is  im- 
possible that  both  tribe  and  Government  can  successfully  utilize  the  individual. 
High  loyalty  to  United  States  citizenship  is  impossible  where  loyalty  to  the 
tribe  predominates. 

Preparing  Indian  youth,  no  less  than  our  own,  for  exalted  American  life  and 
all  its  benefits  requires  not  only  constant  "  line  upon  line  and  precept  upon 
precept"  to  that  end  from  those  who  guide  and  control  them,  but  equally 
requires  that  those  in  control  should  avail  of  every  opportunity  to  push  the 
individual  out  into  actual  experiences  in  that  life.  This  is  just  where  the 
bureau  system,  aided  by  the  mission  workers  among  the  Indians,  falls  down. 
They  quite  invariably  cling  to  those  who  come  under  their  care,  and  are  not 
only  reluctant  to  set  before  them  the  utility  of  becoming  respected  citizens 
among  citizens,  but  are  unwilling  to  spare  their  proteges  to  go  out  and  remain 
and  grow  into  that  living. 

The  bureau  itself,  when  nonreservation  schools  were  beginning  to  turn  out 
young  Indians  equal  to  taking  up  the  responsibilities;  of  American  life,  began 
at  once,  and  against  protest,  the  system  of  persuading  and  even  hiring  them 
to  abandon  the  opportunities  of  American  life  and  to  go  back  to  tribal  associa- 
tions. "  Help  your  people  "  was  their  slogan.  Exorbitant  salaries  were  paid  to 
such  products  to  induce  them  to  remain  racial  and  tribal.  Whereas  the  demon- 
stration they  could  have  made  that  they  were  equal  to  all  the  emergencies  of 
living  in  civilized  communities  would  have  enabled  their  own  higher  attain- 
ment and  been  a  far  greater  benefit  to  their  people  by  leading  them  to  aspire 
to  and  escape  into  the  same  living.  The  efforts,  therefore,  of  those  who  strug- 
gled to  begin  a  migration  from  the  tribe  into  American  life,  and  so  lead  to  the 
highest  results,  were  nullified,  and  tribal  and  bureau  domination  enlarged  and 
strengthened. 

This  process  has  produced  great  complexity  and  expense  through  enlarge- 
ment of  supervision  and  the  bureau  has  become  overloaded  with  the  care  of 
all  the  property  of  the  Indians  to  the  great  neglect  of  the  development  of  the 
man  himself  into  the  ability  to  care  for  himself  and  his  own  property. 

The  man  is  worth  vastly  more  than  all  his  property.  He  had  far  better 
have  the  ability  to  take  care  of  property  and  the  ability  to  gain  it  by  his  own 
skill  and  labor  and  begin  with  no  property  than  to  have  vast  property  and  no 
ability  to  take  care  of  it,  which  lack  of  ability  becomes  his  downfall  by  leaving 
him  an  easy  prey  to  the  insatiable  greed  of  our  race. 

Notwithstanding  the  lures  of  family,  tribe,  lands,  annuities,  reimbursable 
loans,  stock  issues,  etc.,  and  both  the  persuasions  and  forces  of  the  bureau  and 
missions,  a  considerable  number  of  Indians,  prepared  and  persuaded  thereto, 
have  quit  their  tribes  and  are  so  successfully  living  in  our  communities  as  self- 
supporting  citizens  as  to  show  conclusively  that  what  is  here  contended  for 
is  not  diflScult  of  accomplishment.  Above  30  are  so  living  in  and  about  the 
city  of  Philadelphia,  away  from  their  people  for  years,  married,  entirely  sepa- 
rated from  each  other,  and  in  healthy  contact  and  competition  and  fraternity 
with  the  whites,  their  children,  without  prejudice,  attending  the  public  schools. 
They  are  worthy  and  welcome  in  every  case  within  my  knowledge.  In  the  city 
of  Rochester  there  are  16  in  respectable  positions,  some  of  them  there  for  quite 
a  number  of  years.  Two  others,  after  serving  apprenticeship  as  firemen  on 
the  New  York  Central  Railroad,  have  recently  been  promoted  to  engineers  and 
are  running  trains.  A  very  considerable  number  are  in  and  about  the  city  of 
Buffalo,  and  many  others  here  and  there  throughout  the  country.  It  took  no 
more  labor  precept  or  intention  to  bring  these  results  than  it  takes  to  accomplish 
he  same  results  with  the  young  of  our  own  race. 

It  is  to  be  deplored  that  the  influences  that  accomplished  these  results  have 
been  set  aside  by  bureau  narrowness  and  their  facilities  abandoned  or  turneil 
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over  to  the  bureau  process  of  making  every  educated  and  trained  product  revert 
back  to  the  tribes. 

The  time  is  ripe  for  radical  clianges  and  for  the  elimination  of  all  false, 
inefficient,  and  noneffective  methods,  and  the  upbuilding  which  will  accomplish 
such  regeneration,  civilized  usefulness,  and  happiness  for  the  Indians  as  may- 
still  be  secured  from  the  much  wrecking  of  their  health  and  manhood. 

The  principles  which  will  accomplish  these  results  are  embodied  in  our  Dec- 
laration of  Independence  and  our  Constitution,  and  therefore  need  no  apology. 

If  schools  and  missions  can  not  show  good  American  citizenship  results  and 
can  not  be  made  to  do  that  they  ought  to  be  ended.  Only  those  schools  and 
missions  which  can  show  or  will  heartily  undertake  to  produce  such  results 
ought  to  be  encouraged. 

Government  and  other  influences  that  antagonize  these  results  should  be 
dealt  with,  and  exposed,  that  their  results  may  be  understood  and  failure 
accounted  for. 

The  opposers  out  of  the  way,  persuasion  will  do  the  work  and  force  be  unnec- 
essary. However,  if  we  may  force  them,  as  we  have,  onto  reservations  and  into 
continuing  tribal  masses  to  their  own  hurt,  w*e  may  far  more  justly,  for  their 
own  good,  force  them  off  reservations  and  to  disintegrate. 

It  is  now  and  always  has  been  easier  and  cheaper  to  do  the  work  right  than 
it  has  been  and  is  to  do  it  wrong.  Doing  the  work  right  ends  any  necessity 
for  an  Indian  bureau  and  the  worse-than-useless  Bureau  of  Indian  Ethnology 
and  all  tribalizing  missionary  activities.  Doing  it  the  bureau  way  perpetuates 
these  dominations. 

This  administration  of  Indian  affairs  can  belong  to  that  noble  class  which 
"  saves  its  life  by  losing  it,"  but  that  can  only  come  through  a  heroic  courage 
determined  to  emancipate  a  race  from  the  long  continued  and  most  cruel  race 
oppression  in  our  history. 

With  high  personal  regard,  sincerely  yours, 

R.  H.  Pratt. 


Exhibit  No.  2 
[From  the  Los  Angeles  Times,  January  21,  1929] 

The  Indian  ;  Captive  or  Citizen 
(By  Joseph  W.  Latimer) 

(In  the  following  article  Joseph  W.  Latimer,  lifetime  student  of  the  Indian  problem,, 
contrasts  two  plans  for  the  management  of  Indian  affairs.  Mr.  Latimer  is  strongly 
opposed  to  continuation  of  Indian  Bureau  supremacy  over  the  Indian's  person  and 
property,  and  declares  it  time  to  put  the  Indian  on  his  feet  and  let  him  work  out  his 
own  salvation.— Ed.  Times.) 

BUREAU  AND   "  BENEVOLENTS  "   PLAN 

In  the  year  1887,  when  the  number  of  Indians  was  approximately  the  same 
as  now.  Congress  appropriated  for  our  Bureau  of  Indian  Affairs  $800,0(X). 
Under  the  plea  of  improvements  the  sum  gradually  increased  until  for  1928^ 
it  reached  the  total  of  $16,421,436. 

The  Indians'  property,  all  under  the  control  of  the  bureau,  is  estimated  at 
over  $1,500,000,000,  of  which  the  bureau  has  in  convertible  cash  some  $90,000,000. 

The  Indians  on  the  reservations  are  held  in  legal  captivity  under  the  name 
of  wards,  their  every  act  subject  to  some  5,000  bureau  employees.  The  bureau 
has  its  own  private  courts  and  jails.  There  is  no  court  review  of  the  bureau's 
conduct  over  the  Indian's  person  or  property. 

Since  1871  the  reservation  Indian  has  had  no  chance  for  intellectual  and 
industrial  initiative,  but  from  said  date  his  health,  his  education,  and  his  daily 
life  have  been  and  are  directed  and  governed  by  the  bureau. 

Practically  since  1887  the  bureau  has  been  promising  to  graduate  the  Indian 
into  America  life.  Congress  in  1924  granted  unrestricted  citizenship  to  the 
Indian  but  did  not  repeal  the  guardianship  of  the  bureau  over  the  person  of 
the  Indian,  hence  he  is  still  a  ward,  his  children  are  born  wards ;  there  is  even 
no  habeas  corpus  or  other  legal  writ  which  the  Indian  can  use  as  protection 
from  the  injuries  of  the  bureau  against  either  hjs  person  or  property. 

The  benevolent  friends  of  the  Indian  held  a  meeting  last  December  at  Atlantic 
City  under  the  auspices  of  the  Indian  Rights  Association.     One  leading^  benevo- 
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lent  accused  the  bureau  of  '*  murdering  "  its  wards,  so  grossly  are  they  neg- 
lected. All  agreed  that  the  Indian  is  in  a  most  deplorable  condition,  but  not 
yet  ready  to  be  admitted  to  our  civilization,  and  all  agreed  that  Congress  was 
mostly  to  blame  because  Congress  did  not  appropriate  enough  funds. 

This  meeting  finally  resolved  that  Congress  should  at  once  appropriate 
$25,000,000  a  year  for  our  Bureau  of  Indian  Affairs. 

This  figure  happily  exactly  agreed  with  the  testimony  of  Hon.  E.  B.  Meritt, 
Assistant  Commissioner  of  Indian  Affairs,  before  the  Appropriation  Committee 
of  the  House  in  November,  1928 : 

Mr.  Meritt  said :  "  We  need  approximately  $25,000,000  a  year  for  several 
years  to  come  if  we  are  to  meet  the  actual  requirements  of  the  situation." 

There  are  approximately  250,000  bureau  Indians,  whose  care  under  bureau 
control,  according  to  both  "  benevolents  "  and  bureau  officials,  can  not  begin 
to  be  effective  until  the  bureau  has  $25,000,000  to  expend— though  in  1887  the 
bureau  only  had  $800,000 — and  as  yet  there  is  no  other  relief  suggested  for  the 
Indians  but  the  age-old  and  un-American  bureau  control  of  both  his  person 
and  property. 

This  is  done  in  the  face  of  the  facts  that  (1)  the  American  Indian  is  now  a 
citizen;  (2)  that  no  other  race  in  this  country  needs  such  "special  attention"; 
(3)  that  facilities  in  every  State  now  exist  for  the  education,  health,  and 
policing  of  its  citizens ;  (4)  that  the  greatest  education  any  race  can  gain  in 
this  country  is  the  free  and  unrestricted  association  with  its  fellow  citizens; 
(5)  that  bureau  control  of  the  Indian  is  exercise  of  authority  over  the  person 
of  a  human  being  more  drastic  than  is  to  be  found  in  the  confines  of  any  other 
civilized  country;  (6)  that  particularly  since  1887  repeated  investigations  of 
bureau  control  have  been  most  severely  condemnatory  of  its  guardianship,  the 
latest  being  the  1928  report  of  the  Institute  of  Government  Research. 

Can  it  be  possible  that  the  American  Indian  is  held  in  captivity  by  a  bureau 
because  that  bureau  is  more  interested  in  the  $1,500,000,000  Indian  estate 
which  it  also  holds  in  "captivity"  (not  subject  to  any  court  review)  than  it  is 
interested  in  the  American  Indian  as  a  human  being?  By  all  standards  of  this 
country  and  by  all  standards  of  present  civilization  the  American  Indian  is 
certainly  entitled  to  claim,  with  the  renowned  Phillips  Brooks.  "  I  claim  my 
own  human  and  divine  right  to  my  own  life." 

CITIZENSHIP   PLAN 

We  consider  it  a  settled  question  that  since  Congress  has  declared  the 
American  Indian  a  citizen  of  this  country  he  is  entitled  to  all  the  rights,  benefits, 
and  duties  of  any  other  citizen.  Certainly  he  should  now  "  be  recognized  as  an 
an  American  citizen ;  treated  as  such ;  educated  as  such." 

Fortunately,  if  handled  according  to  established  fundamental  laws,  many  of 
these  Indian  citizens  have  vast  propert.y  interests  of  which  they  are  the  bene- 
ficiaries. This  property  consists  of  both  real  and  chattel,  and  though  this  has 
been  held  for  years  and  is  now  held  by  a  Government  bureau,  there  are  funda- 
mental laws  in  this  country  which  could  protect  these  beneficiaries  on  the  same 
principles  as  other  properties  are  protected  for  beneficiaries.  The  fundamental 
question  this  change  involves  is  in  no  way  complicated,  though  working  out 
details  would  involve  careful  and  experienced  service. 

Neither  would  the  freedom  of  the  Indian's  person  cause  any  alarm.  When 
every  State  with  Indian  residents  now  welcomes  new  labor,  some  contractors  or 
other  employers  will  welcome  these  new  citizens.  At  present  they  can  not 
employ  them  except  with  the  consent  of  the  bureau. 

Again,  if  Congress  now  votes  such  vast  sums  to  the  bureau  for  Indian  mainte- 
nance, certainly  the  same  policy  should  be  as  freely  continued  when  the  funds 
go  into  already  established  State  departments  all  conducted  with  equal  im- 
partiality to  all  its  citizens  no  matter  of  what  race  or  creed. 

Therefore,  as  a  working  basis  for  fundamental  relief  for  the  American 
Indian  from  the  present  bureau  control  the  following  plan  has  been  suggested : 

1.  Free  the  Indian  at  once  from  bureau  wardshij)  of  his  person. 

2.  Each  State  through  its  already  established  channels  under  which  and  in 
the  same  manner  they  now  treat  their  other  citizens,  but  the  Indian — to 
educate,  to  guard  health,  and  to  police  the  Indian.  Congressional  appropria- 
tions (from  Indian  funds  where  treaties  permit  or  from  taxes  as  now)  now 
voted  annually  to  the  bureau  (and  more  if  needed)  to  go  to  the  State  to  cover 
all  cost  of  foregolDg, 
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In  cases  of  emergency  the  Red  Cross  should  be  given  all  power,  free  from 
bureau  control,  to  immediately  take  charge  of  the  Indian  health  and  life 
^situation. 

3.  Begin  at  once  with  competent  heads  to  untangle  the  Indian  property  mess 
existing  in  the  bureau,  with  the  view  of  creating  legally,  active  trusteeships, 
subject  to  court  review,  of  this  property,  including  tribal  funds,  preferably 
creating  a  separate  trust  for  each  reservation  and  tribal  fund.  These  trusts 
should  be  created  on  same  fundamental  legal  basis  as  other  innumerable  trusts 
which  now  hold  property  all  over  the  United  States. 

At  no  time,  of  course,  during  the  above  program  is  the  Indian  to  be  inequit- 
ably disturbed  in  the  rights,  occupancy,  and  use  of  any  Indian  property  now 
by  him  possessed. 


New  Yoek,  N.  Y.,  May  3,  1929. 

My  Indian  Friends  :  As  all  oificials  seem  making  extraordinary  "  powwow  " 
over  what  this  new  administration  is  "going  to  do"  for  the  Indian,  it  seems 
necessary  I  make  known  my  views  to  you. 

The  necessity  is  that  you  know  yours  and  my  main,  vital  light  is  for  you 
to  be  free  men,  not  captives,  so  far  as  your  person  is  concerned.  Your  property 
is  a  separate  matter  and  must  be  held  and  your  rights  protected  by  the  bureau 
until  a  better  plan  is  adopted — this  applies  equally  to  all  treaty  relations. 

To  liberate  you  from  all  domination  (without  your  consent)  by  the  bureau 
and  make  you  free  men  the  same  as  all  other  citizens  of  this  country  is  our 
aim. 

The  first  step  in  this  plan  was  to  obtain  citizenship.  Congress  has  granted 
you  this  without  restriction,  but  the  executive  department  (the  Indian  Bureau) 
seems  opposing  Congress  because,  until  the  wardship  over  your  person — not 
over  your  property — is  abolished,  you  are  still  legally  subject  to  all  the  "  rules 
and  regulations "  the  bureau  heads  devise  and  the  superintendents  and  the 
thousands  of  employees  enforce. 

Your  trusted  leaders  all  understand  the  foregoing,  but  I  repeat  it  because  in 
the  most  seductive  manner  I  have  witnessed  in  20  years — present  officials  are 
claiming  this  is  their  aim,  but  always  adding  that  the  bureau  still  "  hold  onto 
jou,"  still  "  educate  you,"  and  still  continue,  what  it  has  been  doing  since  1871, 
to  "bring  you  up"  (without  your  consent)  in  the  way  the  bureau  decides; 
and  refuses  to  recognize  you  as  American  citizens. 

The  "good  intentions"  of  Secretary  Wilbur  or  your  new  commissioner,  Mr. 
Rlioads — for  years  the  head  of  the  Indian  Rights  Association — we  can  not  ques- 
tion, but  it  is  a  fact  that  no  other  race,  no  other  citizen  in  this  country,  but 
yourselves,  is  compelled  to  have  the  freedom  of  his  person  subject  to  the  dic- 
tates of  another  without  due  process  of  law. 

Secretary  Wilbur  announces  all  manner  of  "  reform  of  the  bureau."  He 
even  states :  "  The  Indian  shall  no  longer  be  viewed  as  a  ward  of  the  Nation, 
but  shall  be  considered  as  a  potential  citizen."  I  do  not  question  his  good 
intentions  nor  his  sincerity.  However,  let  us  consider  how  all  this  is  to  be 
done. 

First.  Secretary  Wilbur  has  chosen  as  head  of  the  bureau,  Mr.  Rhoads,  a 
trained  banker,  a  man  of  highest  i)ersonal  standing,  but  when  recently  before 
the  Senate  Committee  of  Indian  Affairs,  especially  examined  by  Senators 
Wheeler,  Dill,  and  Pine,  he  admitted  that  he  knew  "  little  of  the  Indian  "  ;  and 
further  admitted  that  he  had  been  a  party,  at  the  suggestion  of  former  Assistant 
Commissioner  of  Indian  Affairs,  Mr.  Meritt,  to  having  his  organization  support 
a  House  resolution  for  a  joint  committee  to  investigate  Indian  affairs,  and 
linew  said  resolution  was  aimed  to  stop  the  present  Senate  committee  (headed 
by  Senator  Frazier)  from  further  functioning;  and  then  had  the  temerity  to 
add  that  he  did  not  think  the  Senate  committee  was  being  "fair  with  the 
bureau." 

(a)  Mr.  Rhoads  is  the  head  of  this  Indian  Rights  Association  which  called 
the  last  December  meeting  of  all  "  Benevolents  "  and  which  organization  was 
the  chief  instigator  of  this  meeting  which  passed  a  formal  resolution  that 
Congress  and  not  the  bureau  was  responsible  for  the  plight  to-day  of  the  Indian 
and  because  Congress  "had  not  appropriated  enough  money."  Further,  they 
publicly  agreed  that  the  Indian  was  not  yet  ready  for  "  full  citizenship " 
(ignoring  that  Congress  had  granted  it),  but  the  bureau  must  continue;  and 
specifying  such  continuance  should  not  be  "  effective  "  until  Congress  voted  the 
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bureau  $25,000,000  per  year;  its  last  authorization  was  some  $15,000,000.     Mr. 
Meritt  is  also  on  record  demanding  $25,000,000  from  Congress. 

(&)  The  Indian  Rights  Association  was  founded  over  40  years  ago  with  the 
same  purpose  as  the  bureau — namely,  "  to  educate  and  make  citizens  of  the 
Indian."  You  know  their  career  in  the  past  20  years  as  well  as  I ;  you  know 
it  has  always  worked  "  with  the  bureau  " ;  has  always  been  its  trusted  ally ; 
has  never  suggested  one  constructive  step  looking  to  your  freedom  from  cap- 
tivity and  with  the  bureau  has  created  the  present  monstrous  system  which 
they  now  propose  to  make  more  elaborate. 

Second.  Former  Commissioner  Burke  is  still  in  charge  of  the  bureau  and 
Mr.  Rhoads  will  not  take  hold  until  in  July.  Mr.  Meritt  has  been  placed  in 
charge  of  the  Budget  department  of  the  Indian  Bureau — this  change  still 
leaves  Mr.  Meritt  in  much  the  same  influential  position  as  when  assistant 
commissioner.  For  years  the  Indian  Rights  Association  and  Mr.  Meritt  have 
been  the  closest  of  "  companions  "  and  "  coworkers." 

(a)  As  to  Mr.  Burke,  the  administration  has  praised  him  highly,  even  prom- 
ising to  appoint  him  to  some  high  position.  The  official  paper  of  the  Indian 
Rights  Association,  Indian  Truth,  in  its  April  issue  (after  Mr.  Rhoads's 
appointment)  had  a  most  laudatory  article  on  Mr.  Burke.  Yet  by  both  the 
judicial  and  members  of  the  legislative  branches  of  our  Government  Mr.  Burke 
has  been  most  severely  and  most  rigorously  condemned,  even  to  the  extent  of 
being  accused  of  being  guilty  of  criminal  maladministration.  You  men  back 
on  the  reservations  who  have  been  fighting  for  freedom  know  both  Mr.  Burke 
and  Meritt. 

The  foregoing  to  some  of  you  leaders  on  the  reservations  will  be  ample  to 
show  the  necessity  of  my  writing  you.  Of  course,  a  pale-face  "  benevolent " 
who  knows  "  little  of  the  Indian  "  but  all  about  how  he  should  be  "  brought 
up  "  is  the  nominal  head  of  the  bureau,  but  the  old  "  crew  "  controls  the  working 
of  the  machine. 

Your  friend, 

Joseph  W.  Latimer. 


(Copyright,  1928,  with  privilege  to  use.     By  Joseph  W.  Latimer) 
Facts  and  Dreams 

Secretary  Wilbur  has  an  article  in  the  Saturday  Evening  Post  of  June  8  last 
clearly  placing  himself  on  record  on  "  freedom  in  a  generation  "  for  the  Ameri- 
can Indian  from  our  Indian  Bureau  system.  On  a  "  reward  of  merit "  earlier 
freedom  from  time  to  time  to  individual  Indians. 

Our  position,  understood  and  favored  by  all  progressive  Indians,  is  imme- 
diate (not  through  "reform"  of  either  the  Indian  or  the  Indian  Bureau)  free- 
dom of  the  person  of  the  Indian.  Let  him  immediately  stand  erect  as  a  citizen. 
Why  should  the  Indian  in  his  person  not  be  as  free  as  are  all  other  races  com- 
posing our  citizenship? 

No  matter  how  wonderfully  capable  may  be  Mr.  Wilbur,  Mr.  Rhoads,  and 
Mr.  Scattergood  in  "  reforming "  the  Indian  Bureau  and  through  it  having 
complete  control  of  the  person  of  the  Indian — we  maintain  their  position  is 
wrong  in  theory  and  quote  Abraham  Lincoln  as  authority,  when  he  said : 

"  No  man  is  good  enough  to  govern  another  man  without  the  other's  consent. 
This  is  the  leading  principle,  the  sheet  anchor,  of  American  republicanism." 

Further,  we  maintain  that  the  gentlemen  are  wrong  in  practice  and  sight  the 
beginning  of  the  real  oppression  of  the  Indian  when  as  eloquent  and  we  know 
as  sincere  "  reformers  of  the  bureau  "  tried  to  accomplish  practically  the  same 
outline  as  now  promised  by  Secretary  Wilbur.  We  refer  to  Commissioner 
Luepp  and  his  succ^eeding  Commissioner  Valentine.  No  one  can  question  the 
honest  intention  of  either  of  these  commissioners,  yet  the  result  is  the  gigantic 
machine  of  to-day — each  year  more  complicated. 

To  my  Indian  friends  and  to  other  citizens  who  understand  the  fundamental 
question  involved  we  urge  the  necessity  to  stand  for  the  fundamental  rights  of 
our  Indian  as  a  citizen  and  commend  careful  reading  and  consideration  of  each 
set^tion  in  this  publication  and  particularly  our  suggested  citizenship  plan  for 
onr  Indian  citizens  to  be  found  on  pige  4. 

We  charge  that  Secretary  Wilbur's  picture  of  "Indian  freedom";  "Indian 
independence";    "  Indijin    education";    and    his    entire    so-called    new    Indian 
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policy  is  founded,  by  his  own  statements,  on  the  age-old  Indian  Bureau  sys- 
tem. That  he  may  have  some  new  theories  to  apply,  but  all  which  he  has  made 
public  to  date  are  no  more  glittering  than  that  of  many  predecessors  who  have 
controlled  our  Indian  Bureau  system. 

We  charge  that  our  Indian  Bureau  system — founded  as  it  is  upon  the  in- 
•human  and  un-American  principle  of  the  restraint  of  personal  liberty — never 
has  and  never  will  make  the  Indian  "  self-sustaining,"  but  it  has  and  will 
continue  to  make  him  more  dependent,  more  servile,  less  a  man  and  more  a 
serf. 

The  freedman's  bureau  for  the  negro  was  early  abolished.  Congress  in  1924 
granted  citizenship  to  the  Indian,  wuth  no  qualifying  clause.  Why  should 
bureau  officialdom  continue  to  deny  the  Indian  his  full  human  and  civil  per- 
sonal rights,  even  for  a  day,  let  alone  another  "  25  years,"  as  Secretary  Wilbur 
takes  upon  himself  to  now  decree.  The  property  rights  of  the  Indian  should 
and  can  be,  under  our  established  legal  standards,  an  entirely  separate  con- 
sideration from  the  human  and  civil  personal  rights  of  the  Indian. 

The  voluble,  glowing  pictures  of  a  "  new  Indian  policy  "  made  .by  Secretary 
Wilbur  are  all  on  a  basis  of  reforming  the  bureau — a  basis  wrong  and  un- 
American  in  both  theory  and  practice.  He  is  misleading  the  harassed  Indian, 
He  is  offering  him  bread,  but  can  deliver  only  a  stone. 

How  can  anyone  "  cooperate "  in  the  promised  rebuilding  of  our  Indian 
citizen  on  a  foundation  not  only  proven  futile  in  40  years  of  intense  trial 
but  which  is  absolutely  contrary  from  the  established,  successful  foundation 
upon  which  every  other  race — except  our  Indian — has  been  molded  into  suc- 
cessful, independent,  and  happy  citizens  of  our  country? 


[January,  1929,  issue  of  Our  Dumb  Animals,  180  Longwood  Avenue,  Boston,  Mass.] 

Again  the  Indian 

What  but  shame  can  any  well-informed  citizen  feel  when  he  thinks  of  the 
treatment  the  Indian  has  received  at  the  hands  of  the  Nation's  oflScials? 
Multitudes  of  strangers  from  other  lands  have  come  among  us,  been  granted 
the  rights  of  citizenship  and  then  left  to  work  out  their  own  salvation  as 
part  and  parcel  of  the  whole.  But  what  of  the  Indian?  Here  before  the  white 
man  came,  almost  from  the  first  deceived,  betrayed,  robbed  of  his  native 
rights,  possessions,  freedom.  Kept  now  for  generations  as  a  ward  in  the 
land  of  his  birth,  he  is  still  defrauded  by  his  white  neighbors  of  privileges 
granted  him  in  such  matters  as  water  and  fishing  rights,  and  swindled  at 
times  in  the  sale  of  his  land  when  falling  into  the  hands  of  unscrupulous 
sharpers.  It  isn't  slavery,  but  if  all  the  facts  were  arrayed  and  could  stand 
facing  the  American  public  as  real  personalities,  there  would  be  a  protest 
that  Congress  would  have  to  hear. 

We  are  glad  to  know  that  this  ward  of  thel  Nation  has  friends  who,  against 
the  inertia,  apparent  graft,  and  mismanagement  of  bureaucracy,  are  working 
for  him.  Among  the  purposes  of  a  movement  now  on  foot  are  these:  (1)  To 
free  him  from  the  bureau  wardship  of  his  person.  (2)  To  arrange  that  each 
State  shall  treat  him  as  it  does  its  other  citizens ;  educating  him,  guarding  his 
health,  policing  his  territory.  Congress  appropriating  the  amounts  now  annually 
voted  by  the  bureau  to  the  States.  (3)  The  Red  Cross  given  all  power  to 
serve  him  free  from  bureau  control.  (4)  Competent  untangling  of  the  Indian 
property  mess  created  by  and  existing  in  the  bureau.  At  no  time  while  the 
above  purposes  are  being  carried  out  shall  the  Indian  be  disturbed  in  any 
of  his  present  rights  or  the  occupancy  or  use  of  such  Indian  property  as  he  now 
possesses. 

In  1887  the  Government  made  an  appropriation  of  five  millions  for  the 
Indian  Bureau;  in  1927  thirteen  millions.  An  increase  is  now  sought  to 
twenty  millions,  while  the  number  of  bureau  Indians  is  approximately  the 
same  as  in  1887.  Forty  years  of  bureau  captivity  and  training,  as  another 
has  said,  and  still  no  graduation  into  American  life.  Are  there  no  more 
John  Browns  or  William  Lloyd  Garrisons?  If  further  information  is  desired 
relative  to  steps  that  are  being  taken  to  release  the  Indian  from  bureau- 
cratic control,  please  write  us. 
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New  York,  N.  Y.,  Map  21,  1929. 
Permit  my  submission   of   Mr.   Miller's  letter   and   inclosure  for   your  con- 
sideration as  an  American  citizen. 

Joseph  W.  Latimer, 

Tulsa,  Okla.,  May  14,  1929. 
Hon.  Joseph  W.  Latimer, 

New  York,  N.  Y. 

My  Dear  Mr.  Latimer:  Your  mimeographed  letter  of  May  2  has  just  been 
received  and  carefully  read  and  you  are  absolutely  right  in  your  stand  that 
there  can  be  no  compromise  on  the  complete  freedom  of  the  Indian.  I  am 
inclosing  you  a  circular  which  was  prepared  on  1925  by  Hon.  Preston  A.  Shinn, 
of  Pawhuska,  Okla.  Judge  Shinn  recently  passed  on,  and  Oklahoma  thereby 
lost  a  great  constitutional  lawyer. 

In  my  opinion  there  is  only  one  salvation  for  the  Indian,  and  that  is 
the  abolition  of  the  Indian  Bureau,  as  no  person  nor  race  of  people  can 
progress  under  special  laws  or  so-called  special  education.  The  laws  that  are 
good  and  beneficial  for  the  white  man  certainly  should  be  beneficial  for  the 
Indian.  The  education  that  is  good  for  the  white  man  should  be  good  for 
the  Indian. 

I  know  the  Indian  has  made  practically  no  progress  under  the  Indian 
Bureau,  and  the  few  exceptional  cases  I  believe  have  developed  in  spite  of 
the  bureau  rather  on  account  of  it. 

The  Osage  Indians  made  some  little  progress  up  till  about  1916,  at  which 
time  their  income  from  oil  became  quite  substantial,  and  from  that  time  on  it 
has  just  been  one  tragedy  after  another.  Their  money  has  been  squandered, 
their  health  wrecked,  their  morals  debauched,  and  they  know  not  what 
happiness  and  contentment  are.  There  is  hardly  a  family  in  the  tribe  that 
has  not  felt  the  hand  of  violent  death  in  some  manner,  and  I  would  hesitate 
to  write  the  percentage  that  are  suffering  from  disease,  drunkenness,  and  dope. 

These  people  have  all  the  instincts  of  peace  and  love  and  honor,  and  I 
have  been  personally  acquainted  with  some  of  the  older  ones  who  were 
wonderful  characters,  who  were  honorable  and  upright  citizens ;  but  with  the 
passing  of  these  old  timers,  whose  basic  characters  had  been  molded  before 
the  misguided  hand  of  the  Indian  Bureau  had  begun  to  mar  the  beauty  of 
Ood's  creation,  is  gone  honor  and  uprightness,  health,  happiness,  and  beauty. 

I  could  write  stories  of  the  individual  cases  that  would  make  your  heart 
sick  and;  would  make  one  despair  of  ever  accomplishing  any  good  for  the  poor 
Indians.  Undoubtedly  the  bureau  has  acquired  and  expended  millions  of 
dollars  for  the  Osage  Indians,  but  their  meat  has  turned  to  ashes  in  their 
mouth,  and  their  money  has  brought  not  happiness,  but  misery  and  degradation. 

What  profit  has  a  man  if  he  gain  the  whole  world  and  lose  his  soul?     My 
heart  goes  out  to  the  Indian,  and  may  God  have  mercy  on  him  and  relieve 
him  from  the  burden  of  his  master,  the  "  Bureau." 
Sincerely, 

J.  L.  Miller. 


Exhibit  No.  3 

Washington,  D.  C,  August  5,  1929. 
Hon.  Charles  J.  Rhoads, 

Commissioner  of  Indian  Affairs, 

Washington,  D.  C. 

Dear  Mr.  Commissioner:  Pursuant  to  the  suggestion  of  botli  yourself  and 
Secretary  Wilbur  of  the  willingness  to  consider  views  on  Indian  affairs, 
kindly  permit  some  observations  on  proposed  corporate  management,  partic- 
ularly as  has  been  set  forth  in  Senator  McNary's  recent  bill,  S.  5753,  Seventieth 
Congress,  in  re  Klamath  Tribe  of  Indians. 

Desire  for  brevity  is  my  apology  if  my  analysis  is  more  general  than  is  my 
wish  In  such  an  important  matter;  especially  in  that  I  am  only  attenii)ting  in 
this  letter  to  touch  upon  a  trustee  plan  as  a  more  safe,  because  established 
plan,  for  lioldlng  the  property  of  "  incompetents,"  minors,  or  even  inexperienced 
citizens. 

My  first  comment  would  be:  Why  the  tendency  to  create  new,  theoretical, 
untried  forms  of  municipal  government  and  property  holdings  when  there  are 
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established,  legally  interpreted  forms  of  government  and  preservation  of 
property  rights  in  this  country  whose  basic  principles  surely  can  be  applied 
to  the  Indian  and  his  property  the  same  as  is  and  has  been  successfully  applied 
to  every  other  race  and  its  property  in  this  country?  The  great  wrongs  done 
the  Indian  and  the  exploiting  of  his  property  rights  has  been  mainly  due  to  our 
insistence  upon  treating  the  Indian  as  a  separate  entity  from  any  other  race 
and  his  property  as  needing  separate  and  different  laws  for  its  preservation 
when  we  have  established  principles  of  law  which  can  be  as  safely  applied  to 
the  Indian  as  well  as  his  property. 

In  the  said  McNary  bill  is  created  the  right  of  citizens,  born  and  raised  under 
complete  care  of  a  Government  bureau,  reared  without  intimate  knowledge  and 
with  no  experience  in  the  civil  Government  under  which  we  all  live,  to  or- 
ganize and  put  into  effect  a  separate  civil  Government  of  their  own.  This  is 
wrong  as  creating  a  separate  municipality  from  our  established  form  of 
Goevrnment.  Wrung  again  in  the  expectation  of  a  people  born  and  reared  as 
above  stated  to  have  thrust  upon  them  such  a  responsibility. 

Then  as  to  corporate  management,  this  bill  tl trusts  upon  a  people  unknown 
to  corporation  government  the  responsibility  of  each  one  as  shareholders  to 
create  a  property  corporation  with  powers  over  vast  property  interests  which 
v/ould  cliallenge  the  executive  management  of  a  most  etficient  corporative 
executive  with  the  full  confidence  and  support  of  his  stockholders. 

Both  the  municipal  and  corporate  property  propositions  in  aforesaid  bill 
throws  the  gates  wide  open  to  most  bitter  and  unending  fights  for  clique 
control  as  could  be  enacted  into  law. 

To  be  sure  the  bill  attempts  a  check  or  supervision  by  a  board  of  three 
but  this  does  not  in  any  way  check  the  opportunity  of  distrust,  intrigue,  dis- 
sensicni,  and  strife  for  povs'er  which  the  creation  of  the  municipal  government 
and  of  the  corporation  as  provided  in  the  McNary  bill  actually  invites.  To 
assuuie  that  all  the  tribe  or  any  other  body  of  citizens  given  separate  inde- 
pendent rights  for  municipal  government  would  dwell  in  harmony  under  such 
conditions  is  contrary  to  all  precedent. 

Then  follows  the  receivership  provision.  If  ever  a  law  was  made  to  create 
an  absolute  necessity  for  a  receivership,  then  this  McNary  bill  is  a  perfect 
model. 

A  receivership;  then  control  of  property  by  the  court.  I  doubt  if  the  court 
would  accept  jurisdiction  to  run  the  municipality.  The  end  of  their  forcing 
the  Indians  to  be  dependent  upon  themselves  and  of  becoming  subject  citizens 
of  the  State  might  justify  the  means,  but  it  would  be  an  unnecessarily  bitter 
experience  for  the  Klamath  Indians  and.  of  course,  should  not  be  permitted. 

Let  us  then  consider  briefly  the  idea  that  the  Klamath  Indian^  like  all  other 
bureau  Indians,  needs  above  all  other  considerations  for  his  real  life  and 
development  the  community  education  to  be  found  by  experience  with  the 
established  form  of  Government  and  laws  under  which  all  other  citizens  must 
and  do  live  in  this  country.  It  is  too  late  for  the  Indian  and  our  country 
never  will  permit  him  to  form  a  sovereignty  of  his  which  the  McNary  bill 
dangerously  tries  to  permit. 

The  Indian  as  a  human  being  is  one  development  or  should  be.  The  Indian's 
property  is  a  separate  affair. 

The  Klamath  Tribe  (and  all  other  Indians  for  that  matter)  are  entitled 
to  individual  freedom — to  be  freed  of  personal  wardship.  This  can  be  done 
and  their  property  protected  by  creating  a  trust  for  their  property — governed 
by,  for  instance,  three  trustees  approved  by  the  Indians  in  majority  or  two- 
thirds  council.  Pending  the  Indians  adjustment  for  freedom — this  property 
should  be  held  "  as  is "  for  a  period  of  5  to  10  years.  All  questions  not 
specifically  provided  in  the  deed  of  trust  or  any  acts  not  agreed  upon  by  unani- 
mous consent  of  all  trustees — the  right  should  be  given  any  one  or  more 
trustees  to  apply  to  Federal  court  for  adjudication.  Another  provision  could 
be  for  a  council  of  Indians,  duly  established,  to  appeal  to  the  Federal  court 
on  any  act  of  the  trustees  which  to  them  was  contrary  to  the  tribal  interests. 

The  Indian  should  be  educated,  health  protected  and  policed  through  the 
regular  State  agencies  now  existing  for  such  work.  The  State  to  receive  the 
same  congressional  appropriations  as  now  expended  by  the  bureau  for  the 
Klamath  Indians  or  paid,  if  equitable,  for  tribal  funds. 

Municipalities  under  established  State  laws — governed,  of  course,  by  Indians 
themselves  dwelling  therein — could  be  provided  for  under  joint  action  of 
constituted  State  agencies  in  agreement  with  the  trustees  and  tribal  council. 
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These  trust  provisions  ai*e  details  but  cited  (we  submit)  to  satisfy  any 
lawyer  versed  in  trusts  that  there  can  be  legally  established  trusteeships  under 
the  basic  principles  of  our  established  laws — which  frees  the  Indian  per- 
sonally— gives  him  the  chance  to  work  out  his  own  salvation  and  at  the  same 
time  honestly  and  equitably  to  protect  his  property  interests. 

Respectfully  submitted. 

Joseph  W.  L.vtimer. 


Exhibit  No.  4 

Washington,  D.  C,  August  8,  1929. 
Hon.  Chables  J.  Rhoads, 

Conmvissioner  of  Indian  Affairs,  Washington,  D.  C. 

Dear  Mr.  Commissioner:  With  utmost  faith  that  it  is  your  and  Secretary 
Wilbur's  intention  to  give  the  Indian  a  "  square  deal,"  kindly  permit  me  to 
ask  your  early  and  full  consideration  of  what  is  clearly  a  most  willfull, 
flagrant,  and  inhuman  abuse  of  autocratic  powers — ^which  unfortunately  is 
the  power  vested  in  oflBicials  of  the  Indian  Bureau  and  under  which  the  helpless 
Indian  has  lived  for  generations. 

I  refer  to  the  case  of  the  Mohave-Apaches  living  on  what  was  formerly  the 
Camp  McDowell  Reservation  (now  a  part  of  the  Salt  River  Reservation )_  in 
Arizona. 

Very  briefly  the  facts  are:  Camp  McDowell  Reseration  composed  of  some 
25,001)  acres  was  created  as  a  reward  of  merit  to  the  Mohave-Apaches  due  to 
their  loyalty  in  fighting  with  the  Government  during  the  Apache  warfare 
against  the  whites.  Running  through  it  is  the  Verde  River,  of  pure  water  and 
extremely  valuable,  where  most  waters  in  this  country  are  alkaline. 

For  the  purpose  of  this  letter  I  deem  it  needless  to  review  the  history  of 
the  gradual  purloining  of  the  water  rights  of  the  Verde  from  these  Indians, 
only  stating  that  an  attempt  to  induce  these  Indians  to  abandon  their  reserva- 
tion was  discovered  in  1910.  Extensive  correspondence  by  the  writer  as 
attorney  for  the  late  Dr.  Carlos  Montezuma,  a  relative  of  the  Mohave-Apaches, 
with  the  bureau  and  the  Interior  Department  ended  with  complete  denial  of 
any  desire  or  attempt  to  remove  these  Indians. 

In  the  summer  of  1911  an  extensive  haring  on  this  subject  was  had  before 
the  Committee  on  Expenditures  of  the  Interior  Department  in  which  exclusively 
from  the  files  of  the  Indian  Bureau  alone  it  was  overwhelmingly  established 
that  the  unlawful  attempt  by  coersion  of  the  removal  of  these  Indians  had  been 
attempted  by  the  bureau.     (See  H.  Rept.  1336,  66th  Cong.) 

At  the  conclusion  of  the  evidence  a  "  Resumg  "  of  the  camp  McDowell  hear- 
ing was  sent  Secretary  Walter  J.  Fisher.  In  August,  1912,  Secretary  Fisher, 
writing  that  all  which  "  this  department  and  the  Indian  Bureau  had  done  for 
the  past  two  years  at  Camp  McDowell  was  wrong;"  he  further  stated  that 
he  had  ordered  that  Camp  McDowell  be  allotted  entire  to  these  Indians,  and 
he  further  recommended  that  an  irrigation  dnm  be  built  on  the  Verde  for 
them. 

In  October,  1912,  Assistant  Secretary  Adams  wrote  a  roll  preparatory  to 
allotment  had  been  ordered  of  the  Indian  Bureau. 

The  then  Commissioner  Valentine  in  the  meantime  had  resigned.  President 
Wilson  was  elected  in  Novem])er,  and  taking  office  March  4,  following,  ap- 
pointed Hon.  Cato  Sells  as  Indian  Commissioner. 

Repeated  attempts  by  letter  and  interview  failed  to  move  the  now  Connnis- 
sioner  to  act  upon  Secretary  Fisher's  order  of  August,  1912. 

Friends  of  these  Indians  who  had  thus  at  least  saved  them  their  reservation 
all  at  no  expense  to  the  Indians,  but  at  the  excessive  expense  in  time  and 
money  to  these  friends,  were  forced  to  abide  their  time,  secure,  (presumably) 
in  the  knowledge  that  the  bureau  could  not  "  move "  these  Indians  without 
Executive  order  or  an  act  of  Congress. 

Moreover,  in  1921,  accidentally,  it  was  discovered  that  the  bureau  surrepti- 
tiously had  secured  in  1920  an  order  from  President  Wils<m,  on  recommendation 
of  tlie  then  Secretary  John  Barton  Payne,  permitting  removal  of  these  Mohave- 
Apaches. 

We  use  the  word  "  surreptitiously  "  advisedly,  as  no  one  could  believe  that 
Judge  Payne,  a  former  cpUeague  in  the  practice  of  law  with  Mr.  Fisher  In 
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Chicago,  would  for  one  moment  overrule  what  Mr.  Fisher  had  ordered,  and 
this  on  a  1-page  memorandum  from  the  bureau  setting  forth  in  identical  words 
that  which  Mr.  Fisher,  after  a  congressional  hearing,  had  so  strongly  con- 
demned as  "  wrong." 

Upon  this  discovery  in  1921  correspondence  was  had  with  Secretary  Fall 
and  Commissioner  Burke,  ending  in  refusal  to  ask  for  chanke  of  the  Wilson 
order.  In  June,  1921,  we  published  a  booklet,  Rape  of  McDowell  by  the 
Indian  Bureau,  setting  forth  the  r6sum^  of  the  hearing,  Secretary  Fisher's 
letter  ordering  allotment,  and  the  full  correspondence  between  Secretary 
Fall  and  Commissioner  Burke  with  the  writer  as  the  personal  attorney  of 
Doctor  Montezuma. 

The  aforesaid  "  i-esum§,"  the  booklet  Rape  of  Camp  McDowell  by  the  Indian 
Bureau,  and  all  correspondence  above  outlined  are  or  should  be  in  the  files  of 
your  bureau  or  in  those  of  the  Interior  Department. 

In  February,  1922,  President  Harding  amended  the  Wilson  order  of  1920, 
and  again  Camp  McDowell  was  ordered  to  be  allotted  to  these  Mohave-Apaches 
with  the  exception  of  the  land  irrigated  by  these  Indians  with  their  brush 
dams. 

This  Executive  order  of  President  Harding  of  1922,  as  was  the  order  of 
Secretary  Fisher  in  1912,  has  been  deliberately  and  autocratically  "  pigeon- 
holed "  by  bureau  officials. 

The  story  of  the  aforesaid,  with  the  despoiling  of  the  valuable  Verde  water 
rights ;  the  abolishment  of  Camp  McDowell  Reservation ;  the  building  of  a  tube 
6  feet  in  diameter  across  this  reservation  tapping  the  Verde  River  for  Phoenix, 
Ariz.,  water  supply,  without  one  cent  of  compensation  to  these  Indians ;  the 
herds  of  cattle  running  loose  destroying  the  crops  and  dams  of  the  Indians ;  and 
other  studied  inhuman  neglect  and  harrassment  meted  out  to  these  Indians 
since  1912  would  make  one  blush  when  he  salutes  our  country's  flag. 

These  Mohave-Apaches  honorably  won  their  reservation.  Will  you,  our  new 
commissioner,  lend  your  aid  to  put  into  effect  not  a  disputed  condition  as  to 
facts  but  an  adjudicated  right — adjudicated  after  a  prolonged  and  fullest 
hearing. 

Respectively  submitted. 

Joseph  W.  Latimer. 


New  York,  N.  Y.,  October  26,  1929. 
Hon.  Charles  J.  Rhodes, 

Commissioner  of  Indian  Affairs,  Washington,  D.  C. 

Dear  Mr.  Commissioner  :  I  have  only  had  from  your  office  an  acknowledg- 
ment of  my  letter  to  you  of  August  8  last  in  which  I  asked  you  to  put  into 
effect  an  order  of  either  former  Secretary  Fisher  or  former  President  Harding 
in  re  former  Camp  McDowell  (Ariz.)  Reservation. 

If  your  office  is  not  yet  ready  to  go  into  this  matter  with  me,  I  do  urge  upon 
your  immediate  attention  the  fact  that  the  Verde  River  irrigation  and  power 
district  is  now  negotiating  with  the  Secretary  of  the  Interior  as  to  acreage 
for  its  proposed  project,  and  in  fact  some  tentatiye  agreement  of  which  the 
Government  was  a  party  was  entered  into  on  June  19  last. 

This  new  project  (as  has  the  water  rights  heretofore  given  the  city  of 
Phoenix  and  before  that  the  Salt  River  project)  must  vitally  interest  and 
affect  these  Mohave-Apaches  at  Camp  McDowell.  Will  you  kindly  advise  me 
fully  on  the  exact  condition  and  what  effort  your  bureau  is  making  or  has 
made  to  protect  these  Indians? 

Official  records  established  the  fact  that  former  officials  of  your  bureau 
grossly  neglected  to  use  a  most  mild  delineation  of  fact,  the  rights  of  these 
Indians  at  the  time  of  the  adjustment  of  water  rights  of  the  Salt  River  project 
and  equally  so  in  the  water  rights  given  the  city  of  Phoenix.  Therefore  you 
must  pardon  the  anxiety  of  the  writer  in  his  desire  to  ascertain  conditions 
in  this  new  project  and  your  attitude  thereon.  In  this  regard  we  personally 
have  every  reason  to  believe  that  the  new  administration  will  champion  the 
rights  of  these  Indians  and  not  let  them  be  given  as  above  mentioned. 
Respectfully, 

Joseph  W.  Latimee. 
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New  YotiK,  N.  Y.,  March  26,  1930, 
Hon.  Charles  J.  Rhodes, 

Comnvi^sioner  of  Indian  Affairs,  Washington,  D.  C. 

Deab  Mb.  Commissioner  :  I  wrote  you  under  date  of  August  8,  1929,  and  again 
on  October  26,  1929,  in  re  Mohave-Apache  Indians  on  Camp  McDowell,  now 
a  part  of  Salt  River  Reservation  in  Arizona. 

To  neither  of  these  letters  did  you  ever  give  me  any  reply. 

The  matters  therein  complained  of  seem  to-day  to  be  a  reality,  in  that  I  am 
advised  that  the  War  Department  has  been  permitted  to  take  over  this  McDowell 
land  hold. 

With  no  word  from  j'ou,  I  must  decide  that  you  are  being  a  party  to  as 
big  a  "  double-cross  "  of  human  interests  as  the  record  establishes  you  in  the 
Klamath  affair  where  you  became  personally  responsible  for  a  tribal  meeting 
called  for  a  legal  purpose  and  used  ns  a  means  to  support  your  condemned 
ofBcials. 

I  have  little  hope  to  hear  from  you  on  this  last  appeal  which  is  prompted 
by  a  letter  from  these  Mohave-Apaches  in  which  they  say :  "  Please  do  not  let 
these  people  from  the  south  rob  us  out  of  our  lands." 

I  have  in  August,  1929,  given  you  full  evidence  of  this  robbery.  Do  you  still 
maintain  your  arrogance  of  reply  to  my  letter  that,  "  I  am  sorry  you  do  not 
understand  my  position." 


Respectfully, 


Joseph  W.  Latimer. 


[Extract   from   Expenditures   in    the    Interior   Department — Houes    hearings,    June    5    to 

June  13.  1911] 

Mr.  Latimer.  *  *  *  in  that  connection,  Mr.  Valentine,  do  you  recognize, 
or  not,  as  Indian  Commissioner,  the  fact  that  Congress  is  the  all-governing 
power  over  these  Indian  reservations? 

Mr.  Valentine.  Yes;  I  should  say  that,  under  the  Constitution,  Congress 
was  the  main  governing  power. 

Mr.  Latimer.  They  are  the  fountainhead,  are  they  not? 

Mr.  Valentine.  They  are  the  fountainhead,  except  in  so  far  as  the  President 
may  have  certain  executive  functions. 

Osage  Legislation  Contrary  to  Most  Sacred  Document — Our  Constitution 
(By  Hon.  Preston  A.   Shinn)     . 

In  this  age  of  mad  rush  for  the  dollar  and  something  to  eat,  we  are  more 
than  inclined  to  overlook  some  of  the  fundamentals  of  government  that  are 
greatly  vital  to  the  citizen,  individually  and  collectively,  and  because  of  a 
local  situation  wherein  there  has  been  an  extreme  neglect,  we  desire  to  quote 
from  the  "  fathers."  There  was  a  time  in  this  country  when  it  would  have 
been  impossible  to  think  of  legislation  that  now  is  thoughtlessly  enacted.  Now, 
that  you  have  had  your  evening  meal,  light  your  cigar  and  go  with  us  for  a 
few   minutes : 

"  We  hold  these  truths  to  be  self-evident,  that  all  men  are  created  equal,  that 
they  are  endowed  by  their  Creator  with  certain  unalienable  rights,  that  among 
these  are  life,  liberty,  and  the  pursuit  of  happiness."     (July  4,  1776.) 

The  above  sounds  natural  and  familiar,  and  we  say  "sure,  niid  these  great 
principles  are  being  carried  out  by  our  Government."  In  his  i^icmi  si)eech  in 
the  Senate  before  the  vote  to  submit  to  the  States  the  question  of  adopting 
the  fourteenth  amendment  to  the  Constitution,  Senator  Charles  Sumner  in 
speaking  of  the   Constitution   said: 

"  Here  is  the  great  charter  of  every  human  being  drawing  vital  breath  upon 
this  soil,  whatever  may  be  his  condition  and  whoever  may  be  his  parents.  He 
may  be  poor,  weak,  humble,  or  black — he  may  be  of  Caucasian,  Jewish,  Indian, 
or  Ethopian  race — he  may  be  of  French,  German,  English,  or  Irish  extraction ; 
but  before  the  Constitution  all  these  distinctions  disappear.  He  is  not  poor, 
weak,  humble,  or  black;  nor  Is  he  Caucasian,  Jew,  Indian,  or  Ethopian;  nor 
is  he  French,  German,  English,  or  Irish;  he  Is  man,  the  equal  of  all  his  fellow- 
men.  He  is  one  of  the  children  of  the  State,  which,  like  an  impartial  parent, 
regards  all  his  offspring  with  an  equal  care.  To  some  it  may  Justly  allot  higher 
duties,  according  to  higher  capacities;  but  It  welcomes  all  to  Its  equal  hos- 
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pitable  board.     The   State,    imitating   the  devine   justice,    is   no   respector   of 
persons." 

In  1875  our  great  Congress,  as  a  preamble  to  an  act  which  became  law,  pro- 
claimed : 

"  Whereas  it  is  essential  to  just  government  we  recognize  the  equality  of 
all  men  before  the  law,  and  hold  that  it  is  the  duty  of  government  in  its 
dealings  with  the  people  to  mete  out  equal  and  exact  justice  to  all,  of  whatever 
nativity,  race,  color,  or  persuasion,  religious  or  political;  and  it  being  the 
appropriate  object  of  legislation  to  enact  great  fundamental  principles  into 
law :  Therefore     *     *     *." 

No  more  eloquent  language  is  to  be  found  in  defending  the  rights  of  the 
individual  than  are  to  be  found  in  the  opinions  of  the  United  States  Supreme 
Court.  In  1886  that  court  had  before  it  a  case  involving  the  rights  of  residents 
of  San  Francisco,  but  who  were  aliens  and  subjects  of  the  Emperor  of  China. 
The  court  held  that  their  rights  were  protected  by  the  Constitution  of  the 
United  States,  and  used  this  language: 

"  For  the  very  idea  that  one  man  may  be  compelled  to  hold  his  life,  or 
means  of  living,  or  any  material  right  essential  to  the  enjoyment  of  life,  at 
the  mere  will  of  another,  seems  to  be  intolerable  in  any  country  where  freedom 
prevails,  as  being  the  essence  of  slavery  itself." 

In  1921  that  same  court,  speaking  through  Chief  Justice  Taft,  and  on  the 
subject  of  the  Constitution,  said : 

"  It.  of  course,  tends  to  secure  equality  of  law  in  the  same  sense  that  it  makes 
£  required  minimum  of  protection  for  everyone's  right  of  life,  liberty,  and  prop- 
erty, which  the  Congress  or  the  legislature  may  not  withhold.  Our  whole 
system  of  law  is  predicated  on  the  general  fundamental  principle  of  equality 
of  application  of  the  law.  'AH  men  are  created  equal  before  the  law ' ;  '  This  is 
a  government  of  laws,  and  not  of  men ' ;  '  No  man  is  above  the  law ' — are  all 
maxims  showing  the  spirit  in  which  legislatures,  executives,  and  courts  are 
expected  to  make,  execute,  and  apply  laws." 

If  you  have  red  blood  in  your  veins,  it  has  been  quickened  in  its  flow  by 
the  reading  of  the  foregoing  excerpts.  But  wherein  is  the  reader  concerned? 
Among  the  many  provisions  contained  in  the  Osage  act  of  February  27,  1925, 
is  the  following: 

"  No  contract  for  debt  hereafter  made  with  a  member  of  the  Osage  Tribe 
of  Indians  not  having  a  certificate  of  competency  shall  have  any  validity  unless 
approved  by  the  Secretary  of  the  Interior." 

You  say  that  the  above  concerns  the  Osages  and  not  you !  Yes,  but  the 
next  law  may  require  bald-headed  men  to  stay  off  the  streets,  and  then  you 
will  live  in  fear  of  losing  your  hair.  Another  "  complex."  Note  again  the 
reading.  Not  that  his  lands  shall  be  exempt  from  the  payment  of  his  debts — 
that  would  not  be  unusual — but  that  his  word  of  honor  is  made  void  by  con- 
gressional enactment.  He  was  made  a  citizen  of  this  great  Government  by  the 
enabling  act  for  the  admission  of  Oklahoma  as  a  State;  was  drafted  under 
section  2  of  the  draft  act,  and  with  honor  served  his  country  in  France;  then 
received  his  master  degree  of  citizenship  by  the  act  of  1921 ;  but  from  February 
27,  1925,  until  he  meets  his  God  in  heaven,  his  word  is  made  void  by  solemn 
law.  Will  it  be  void  when  he  meets  Saint  Peter?  The  physician  who  cares  for 
the  ill,  the  merchant  who  supplies  the  table  with  food,  the  dentist  who  takes 
care  of  the  teeth  and  the  health  of  the  Indian,  the  laborer  who  works  by  the  day 
or  the  month  in  tilling  the  soil  for  the  Indian,  and  everyone  with  whom  this 
particular  citizen  contracts  must  have  the  approval  of  another.  All  authority 
rests  with  the  local  superintendent  to  say  what  the  merchant  shall  receive  for 
his  goods;  the  physician,  dentist,  laborer,  and  others,  for  their  services  and 
leaves  with  him  the  authority  to  say  with  whom  this  particular  class  of  citizens 
shall  or  shall  not  transact  business.  Does  the  Osage  w^ho  does  not  have  a 
certificate  of  competency  approve  of  this?  Ask  him,  and  then  allow  the  Supreme 
Court  to  answer  in  more  beautiful  language :  "  For  the  very  idea  that  one  man 
may  be  compelled  to  hold  his  life,  or  the  means  of  living,  or  any  material  right 
essential  to  the  enjoyment  of  life,  at  the  mere  will  of  another,  seems  intolerable 
in  any  country  where  freedom  prevails,  as  being  the  essence  of  slavery  itself." 

And  why  should  men  inveigle  and  procure  from  Congress  this  character  of 
legislation?  Did  the  Secretary  of  the  Interior  desire  it?  If  you  have  read 
newspaper  reports  of  his  recent  report  on  Indian  matters,  you  are  sure  that  he 
knew  nothing  of  this  "  contract  provision."  Did  the  Osages  who  are  affected 
by  the  law  desire  it?     No.     Then,  who,  and  why?     Only  that  one  man  might 
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complete  an  undertaking  started  years  ago  for  power  and  authority,  and  that 
unlimited ;  that  he  might  satisfy  the  desires  and  cravings  of  a  Simon  Legree 
gone  mad  with  authority  that  he  may  punish  those  with  whom  he  does  not 
agree,  and  reward  those  with  the  servile  knee.  To  such  man  there  is  no  Con- 
stitution, there  are  no  fundamentals,  other  than  "  My  word."  To  him  there  is 
no  such  person  as  "  man."  Some  would  profit  by  the  servile  knee  defend.  And 
why?     "  Verily,  verily,  we  say  unto  you,  they  receive  their  reward." 

The  Chairman.  I  also  have  an  original  letter  signed  by  General 
Pratt,  addressed  to  Senator  Spencer  under  date  of  December  29, 1921. 
Without  objection  it  is  ordered  that  this  may  also  be  placed  in  the 
record  following  the  correspondence  which  Mr.  Latimer  asked  to  be 
placed  in  the  record. 

(Said  correspondence  is  inserted  here,  as  follows:) 

Berkeley,  Calif,  Deceniber  29,  1921. 
Hon.  Selden  P.  Spencer, 

Chairman  Indian  AffaArs  Committee, 

United  States  Senate,  Washington,  D.  C. 

My  Deab  Senator:  My  National  Republican  says  you  are  the  new  chairman 
of  the  Senate  Indian  Affairs  Committee,  and  hope  springs  anew  within  me. 

The  old  order  must  change,  else  the  Government  Indian  poorhouse  system 
continues  perpetually.  The  Indian,  more  than  any  other  man,  is  entitled  to 
all  the  benefits  of  the  Declaration  of  Independence  and  our  Constitution  because 
he  is  the  original  native  inhabitant,  and  equity  and  humanity  demand  that  we 
give  him  fullest  chances  for  development  into  coequal  citizenship,  which  would 
not  only  be  our  best  amende-honorable,  but  would  glorify  instead  of  disgracing 
the  country  and  its  standards. 

The  very  best  chances  for  development  into  useful  citizenship  are  only  to  be 
had  in  fullest  environment  among  citizens  enjoying  all  their  opportunities  and 
amenable  to  all  their  obligations. 

The  guiding  principle  throughout  my  superintendency  of  Carlisle  w^as :  "  To 
civilize  the  Indian,  get  him  into  civilization;  to  keep  him  civilized,  let  him 
stay." 

Thus  immersed  in  our  American  life,  the  Indian  easily  and  quickly  becomes 
saturated  with  and  a  coequal  part  of  it,  escapes  all  need  for  special  supervision, 
and  is  transformed  from  the  consumer  to  the  producer  class.  On  the  other 
hand,  experience  shows  that  the  environment  of  bureau  methods,  most  intent 
on  producing  amenable  bureau  Indians,  keeps  him  perpetually  in  the  bureau- 
supervised  class,  ending  only  when  death  compels  he  be  dropped  from  its 
numerical  responsibilities. 

This  indurated  bureau  system  of  tribal  segregation  having  headquarters  re- 
mote from  him  in  Washington  controls  relentlessly  both  the  native  himself 
and  his  property,  fixing  arbitrarily  the  metes  and  bounds  of  his  liberty  and 
property.  It  minimizes  his  privileges  of  development  and  utilizes  even  his 
education  to  peri)etuate  bureau  purposes.  Congress  is  now  paying  the  bureau 
for  conducting  this  abomination  $15,000,000  a  year.  If,  on  the  contrary,  we 
allowed  the  Indian  to  retain  and  build  his  manhood  in  obedience  to  the  law  of 
necessity,  which  compels  labor  to  live,  and  opened  the  way  for  him  into  the 
same  full  opportunities  among  our  people  our  immigrants  have  to  develop  their 
powers,  he  would  just  as  quickly  and  inevitably  become  a  useful  producer  and 
contributor  to  the  Government  support  as  the  people  of  all  other  races. 

If  our  immigrants  were  herded  tribally  on  remote  reservations  under  agents, 
overlorded  by  a  Washington  bureau  just  as  our  Indians  are,  they  never  would 
Americanize.     Right  here  is  the  crux  of  the  whole  matter. 

I  lose  faith  in  Mr.  Burke  as  commissioner,  though  I  wrote  him  at  first  of 
my  confidence  in  his  success.  I  knew  him  only  as  a  member  of  the  Robinson 
committee  and  formed  my  judgment  then  from  what  that  committee  did  to  ferret 
out  the  abominations  of  Indian  administration.  Like  his  predecessors,  he  has 
caught  the  bureau  purpose  and  become  the  chief  overlord  of  its  self-perpetuating 
system.  This  is  skillfully  conducted  by  bureaucrats,  intrenched  through  our 
centralizing  civil-service  system,  who  run  in  on  him  daily  and  hourly.  The 
other  day  Mr.  Burke  declared,  "The  Indian  Bureau  will  have  to  control  the 
Indians  for  many  years  to  come."  Mr.  Snyder,  chairman  of  the  House  com- 
mittee, said  the  same  thing  before  that.  How  did  they  come  to  say  it?  Simply 
because  that  Is  the  bureau's  program  and  It  Is  good  bureau  tactics  to  lead  the 
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public  mind  bureau  way.  That  spirit  in  our  legislative  and  administrative 
authorities  dooms  the  Indian. 

I  send  you  a  leaflet  which  sums  up  a  part  of  the  census  of  1910,  showing  the 
industrial  progress  of  the  Indian.  Practically  all  of  the  substantial  civilized 
employments  were  obtained  through  the  nonreservation  school  methods,  follow- 
ing the  system  of  placing  their  pupils  out  in  the  public  schools  and  into  employ- 
ment among  our  people,  originated  and  most  energetically  promoted  at  the 
Carlisle  School.  These  figures  show  that  there  are  numerous  examples  of 
Indians  successfully  engaged  in  the  pursuits  of  civilized  life  as  individuals  and 
in  most  cases  as  competent,  competing,  productive  citizens.  If  you  want  states- 
men, lawyers,  doctors,  preachers,  manufacturers,  business  men,  skilled  mechanics 
in  all  lines,  these  statistics  prove  that  Indians  can  be  made  to  produce  them. 
What  further  demonstration  is  needed? 

Indians  are  beginning  to  fight  their  own  battles  and  are  meeting  with  success. 
I  inclose  copy  of  a  letter  from  one  of  my  graduates.  I  wish  also  I  could  send 
you  the  clippings  he  sent  from  a  Juneau,  Alaska,  newspaper,  giving  addresses 
at  their  brotherhood  meeting  by  prominent  citizens  of  Alaska,  led  by  the 
Governor  of  the  Territory,  all  favoring  their  contentions.  Note  by  the  heading 
of  this  letter  that  the  two  principal  ofllcials  have  the  same  name.  They  are 
brothers.  A  third  became  a  stenographer,  and  after  leaving  Carlisle  was  em- 
ployed by  Mr.  Littlefield,  a  Congressman,  and  was  his  secretary  a  good  part 
of  his  congressional  career.  Mr.  Littlefield  took  him  back  to  New"  York  into 
his  business,  and  he  has  remained  there.  This  brother  was  recently  sent  by  the 
Morgan  banking  interests,  of  which  Mr.  Littlefield  is  a  member,  to  Alaska  as 
their  representative  to  look  up  copper  interests.  His  brothers  have  tried  to 
persuade  him  to  come  to  Alaska  and  help  fight  the  great  battle  of  the  native 
people,  but  he  has  remained  at  his  post,  which  is  equally  important.  These 
three  boys  of  Indian  blood,  born  of  an  Indian  mother  and  a  white  father, 
came  to  Carlisle  from  the  Sitka  Mission  school.  They  all  graduated  from 
Carlisle  and  have  been  eflaciently  in  business  and  professional  life  as  a  part  of 
our  people  ever  since.  Had  they  remained  in  Alaska  under  the  best  instituted 
system  of  home  schools  of  the  Government  and  the  missions,  Louis  would  not 
be  the  capable  business  man  he  is  now,  nor  William  be  the  capable  lawyer  he 
is,  nor  Kendall  in  the  high  service  of  Mr.  Littlefield.  Race  or  mixture  of  blood 
cuts  no  figure.  Right  instruction  and  fullness  of  opportunity  solves  each  case. 
Drop  a  note  to  Mr.  Littlefield  and  ask  whether  Kendall  Paul  is  a  worthy 
citizen.  Ask  the  Governor  of  Alaska  or  the  Alaska  Representative  in  Congress 
whether  William  Paul,  of  Juneau,  and  Louis  Paul,  of  Wrangell,  are  good 
•citizens. 

The  Indian  Bureau  has  long  maneuvered  to  add  the  native  people  of  Alaska 
to  its  responsibilities.  If  that  should  come  up  for  congressional  action,  by  all 
means  prevent  it.  The  Educational  Bureau  now  in  herding  control  over  the 
Alaska  natives,  is  enforcing  racial  dividing  lines  and  limiting  citizenship  oj)- 
portunities  and  development  quite  as  effectively  as  the  Indian  Bureau  does  over 
all  other  Indans.  I  shall  get  word  to  William  Paul,  now  on  his  w^ay  or  in 
Washington,  to  see  you.     I  hope  you  will  aid  him. 

I  inclose  you  a  significant  clipping  from  our  San  Francisco  Chronicle.  I 
suggest  your  committee  refer  this  to  the  Government  Bureau  of  Ethnology  and 
require  its  views,  and  then  let  the  public  have  what  it  says.  For  years  the 
Bureau  of  Ethnology  has  worked  hand  in  glove  with  the  Indian  Bureau  to  per- 
petuate and  enlarge  itself  through  promoting  aboriginal  seclusion.  If  you  com- 
pel our  Government  ethnologists  to  give  answer  to  this  common  sense  wise 
foreigner  of  their  own  cloth,  it  might  weaken  and  even  end  their  working  to 
hold  the  Indians  together  tribally. 

I  also  inclose  you  a  paper  just  put  out  by  one  of  the  societies  interested  in 
Indian  welfare  here  in  this  State.  Quite  a  number  of  other  Indian  reserva- 
tions show  equally  bad  conditions  right  now.  That  these  conditions  are  con- 
tinuous, find  a  leaflet  of  the  Robinson  committee  issued  about  eight  years  ago 
containing  a  report  from  Senator  Lane,  a  member  of  that  committee,  and  also 
a  report  of  Indian  Inspector  Linnen,  both  showing  that  tlie  conditions  Mr. 
Schultz  reports  were  the  same  then  as  now. 

That  I  may  more  satisfactorily  g<^t  my  notions  before  you,  which  are  born 
of  more  than  54-years'  experience,  I  inclose  a  chapter  I  have  just  written  in 
the  book  of  experiences  which  I  hope  to  complete  this  spring.  Find  in  your 
committee  library  the  report  of  the  Commissioner  of  Indian  Affairs  for  1903, 
on  page  429,  and  read  my  last  report  to  the  Indian  Office.  For  these  two  papers 
I  especially  desire  your  thoughtful  consideration. 
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I  would  like  for  the  Hon.  Clyde  M.  Kelly,  of  the  House,  who  is  making  a  gal- 
lant fight  along  my  line,  to  have  a  copy  of  this  letter.  I  inclose  a  copy  herein 
in  an  envelope  addressed  to  him.  If  you  agree,  please  send  it  to  him.  I  am 
sending  him  hy  the  same  mail  as  this  the  other  inclosures  except  the  chapter. 
He  already  has  had  his  attention  called  to  my  report  of  1903. 

This  is  a  large  quantity  of  matter  to  place  before  you,  hut  I  do  not  see  just 
tiow  I  could  accomplish  otherwise  what  I  feel  to  be  a  duty  to  ray  Government 
because  of  the  conditions  and  of  my  experience.  If  I  did  not  feel  that  it  was 
most  worthy  of  your  consideration,  I  would  not  send  it. 

I  am  sending  this  marked  "  Purely  personal "  on  the  envelope  because  in 
jny  experience  the  congressional  Indian  Committee  clerks  are  sometimes  the 
most  powerful  lieutenants  of  the  bureau. 

With  kind  regards,  very  sincerely  yo;irs, 

R.  H.  Pratt. 

Grand  Camp  Alaska  Native  Brotherhood, 

Wrangell,   Alaska,  December  5,   1921. 
Gen.  R.  H.  Pratt,  United  States  Army,  retired, 

Stanford  University,  Calif. 

My  Dear  Friend:  It  has  been  a  long  time  since  I  last  wrote  you,  but  you 
have  ever  been  in  my  thought.  Especially  so,  because  our  work  as  an  organi- 
zation is  founded  upon  the  "  Carlisle  idea."  Self -education ;  self-help  ;  develop- 
ment of  individual  Indian  character ;  citizenship,  with  all  its  duties  and  obliga- 
tions as  well  as  rights  and  privileges.  We  are  succeeding  in  a  very  large 
measure,  and  that  success  is  in  the  support  we  are  receiving  from  the  people 
of  the  Territory  (whites  and  natives)  as  well  as  from  the  officials  in  the 
Territory.  Washington  as  yet  is  a  long  way  off,  but  we  have  our  eyes  on  that 
city  for  future  legislation.  With  the  help  of  the  many  friends  we  are  making 
here  we  hope  that  something  definite  will  develop  before  many  more  years. 

Our  organization  now  covers  the  whole  of  the  southeastern  Alaska  Territory 
with  the  exception  of  the  Matlakatla  people.  They  derive  certain  benefits  by 
claiming  to  be  wards  of  the  Government  and  to  be  residents  of  a  reservation 
while  our  whole  program  is  opposed  to  any  system  of  governmental  paternal- 
ism. Until  they  realize  the  worth  of  our  program  they  will  not  enter  with 
us  upon  our  w^ork.    We  are  now  reaching  westward. 

Mr.  Marsden,  from  whom  we  expected  much  help,  owning  to  his  influential 
position  with  his  people  and  his  years  of  contact  with  your  idea,  has  been  a 
great  disappointment  to  us.  He  constantly  advises  his  people  to  wait  until 
something  develops  and  not  to  be  too  hasty  in  taking  any  step  that  will  in  the 
future  affect  his  people,  beneficial  or  otherwise.  I  was  very  sorry  for  him 
during  our  recent  convention,  for  he  lost  all  the  influence  he  might  have  with 
the  people  (Indian)  outside  of  his  town,  the  Protestant  ministers  and  the 
Bureau  of  Education.  His  support  of  the  cannery  system  in  their  desires  for 
special  legislation  for  canneries  does  not  carry  with  it  any  amount  of  support 
or  respect  from  the  cannery  interests.  So,  all  the  years  of  missionary  work 
that  he  has  had  to  his  credit  as  an  influence  upon  the  people  seems  to  be  lost 
in  his  loss  of  prestige. 

I  am  mailing  you  copies  of  the  papers  covering  our  convention  at  Douglas 
and  also  a  program.  My  big  regret  is  that  the  reports  must  necessarily  be 
brief,  as  the  newspapers  could  give  us  only  a  limited  space.  But  as  it  is,  it 
is  considerable  more  than  we  had  expected.  I  will  not  go  into  detail  here 
other  than  to  say  that  we  have  had  the  most  successful  convention  in  our 
short  history.  We  have  succeeded  in  awaking  the  minds  of  the  whole  popula- 
tion of  Alaska  to  the  needs  and  desires  of  our  people,  and  the  fairness  of  the 
American  i^eople  is  vindicated  in  the  general  attitude  of  the  public  and  officials 
of  the  Territory. 

My  brother  is  one  of  the  attorneys  representing  the  Tertritory  in  the  case 
of  the  Territory  v.  Annette  Island  Packing  Co.  and  Secretary  Fall,  of  the  De- 
partment of  the  Interior,  for  the  ixiople  of  Annette  Island  or  Matlakatla.  In  this 
case  the  company  and  the  department  is  trying  to  establish  as  a  fact  that  Annette 
Island  is  a  reservation  and  the  people  thereon  are  wards  of  the  Government. 
This  is  not  the  desire  of  the  people  of  Matlakatla  as  a  majority,  because  it  was 
from  just  this  condition  that  they  migrated  from  British  Columbia.  But  a  few  of 
the  leaders  having  the  education  are  able  or  have  been  able  to  mislead  the 
people  of  that  town.  Opposition  to  the  program  is  now  being  made  amongst 
themselves.  The  case  was  tried  before  the  district  court  of  this  division  and 
decision  was  rendered  against  the  Territory.    The  court  decided  that  Annette 
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Island  was  a  reservation.  The  case  is  now  on  appeal  to  the  Court  of  Appeals 
of  tlie  San  Francisco  division.  Attorney  General  of  Alaska,  John  Kustgard, 
secured  the  services  of  Judge  James  Wickersham  and  also  asked  my  brother 
to  represent  the  Territory  on  the  appeal.  William  has  prepared  a  brief  which 
in  the  opinion  of  the  best  attorneys  of  the  Territory  is  conclusive  as  against 
the  reservation  idea  and  that  the  people  of  Matlakatla  are  citizens  and  not 
wards  of  the  Government.  The  higher  courts  deciding  against  the  Territory 
might  have  adverse  effect  upon  the  other  Indians  of  the  Territory;  therefore 
William  is  there  to  represent  all  other  people  who  are  absolutely  opposed  to 
the  reservation  system. 

One  of  the  first  things  that  we  learned  at  Carlisle  was  that  segregation  of 
races  was  un-American  in  principle  and  was  not  tried  upon  any  other  race  or 
nationality  than  the  American  Indian. 

The  second  idea  we  secured  from  Carlisle  was  that  "  To  civilize  the  Indian, 
get  him  into  civilization  to  keep  him  civilized,  and  let  him  stay."  In  other 
words,  the  process  is  not  by  maintaining  tribal  ideas  and  languages,  but  by 
individual  effort,  as  is  true  of  every  other  race. 

The  third  principle  Carlisle  developed  was  secured  through  the  whole  sys- 
tem— academic,  industrial,  or  athletic — character  development. 

Those  are  the  lines  along  which  our  organization  is  working,  and  as  time 
progresses  we  are  able  to  secure  more  followers  of  the  old  "  Carlisle  idea." 
I  was  talking  recently  with  Henry  Phillips,  the  first  boy  from  Alaska  to  enter 
Carlisle,  and  he  said,  "The  Indian  Bureau  tried  to  kill  General  Pratt's  (he 
said  '  Captain  Pratt's ' )  idea  and  the  Carlisle  idea  by  their  subsequent  actions. 
They  succeeded  in  a  measure  in  delaying  the  working  of  the  idea.  But  they 
never  thought  that  Captain  Pratt's  idea  would  secure  the  measure  of  success 
it  has  in  Alaska.  The  last  people  to  be  represented  and  the  farthest  removed 
from  Carlisle.  I  wish  the  bureaucrats  of  his  time  could  be  at  our  convention 
in  order  that  they  might  see  for  themselves  how  futile  their  efforts  were  to 
destroy  the  work  of  that  noble  man."  And  as  our  convention  progressed,  and 
the  ideas  instilled  in  our  minds  were  assimilated  by  every  town  in  southeastern 
Alaska,  I  could  not  help  but  quote  your  very  words  in  order  that  your  work 
and  your  idea  might  be  vindicated. 

My  brother  is  leaving  for  Washington  about  the  first  of  the  year,  where  he 
is  to  appear  before  the  Committee  on  Merchant  Marine  and  Fisheries  as  the 
voice  of  the  Indians  of  the  Territory  and  other  fishermen.  He  has  a  long  and 
hard  fight  before  him,  as  it  is  against  the  monied  interests  of  the  Territory 
and  with  men  who  have  in  all  their  business  dealings  been  unprincipled.  I  do 
not  know  just  when  he  is  to  appear  before  the  court  of  appeals  in  San  Fran- 
cisco.   No  doubt  he  will  look  you  up  when  he  is  in  your  section  of  the  country. 

Mother  and  our  family  all  join  in  wishing  you  many  returns  for  the  coming 
new  year  and  wish  you  continued  health  and  strength  to  carrj'  on  your  great 
work.  We  wish  to  be  especially  remembered  to  Mrs.  Pratt  and  extend  to  her 
the  same  good  wishes  for  continued  good  health.  She  is  to  our  minds  the 
mother  of  the  "  Carlisle  idea." 
Sincerely  yours, 

Louis  F.  Paul. 

The  Chairman.  I  am  in  receipt  of  a  letter  from  Mr.  Judson  King, 
director  of  the  National  Popular  Government  League,  with  copies  of 
some  correspondence  he  has  had  on  the  Flathead  power  question 
with  Secretary  Wilbur.  He  requests  that  his  letter  and  accompany- 
ing copies  of  these  other  letters  be  placed  in  the  record.  It  all  bears 
on  this  subject,  and  I  think  it  perfectly  proper  that  this  correspond- 
ence go  in  the  record. 

(Mr.  King's  letter  and  accompanying  correspondence  are  printed 
here,  as  follows:) 

National  Popular  Government  League, 

Washington,  D.  C,  April  9,  1930. 
Hon.  Lynn  J.  Fraziee, 

Chairman  Senate  Committee  on  Indian  Affairs, 

Washington,  D.  C. 
Dear  Senator:  Confined  to  my  bed  under  doctor's  orders,  I  am  unable  to 
make  the  statement  to  your  committee  which  I  desire.     In  lieu  thereof  I  re- 
spectfully   request    that    this    letter    and    accompanying    correspondence    with 
Secretary  Wilbur  be  admitted  to  the  record  and  the  letter  read. 


3532     SUE\^Y  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

It  is  my  firm  conviction  that  the  best  interest  of  the  Flathead  Indians,  the 
people  of  Montana,  and  of  the  United  States  will  be  best  served  if  every  legiti- 
mate influence,  including  that  of  your  committee,  is  brought  to  bear  to  prevent 
the  Federal  Power  Commission  as  now  constituted  from  leasing  the  Flathead 
power  site.  This  on  the  presumption  and  in  the  hope  that  the  new  commission 
contemplated  by  the  Couzens  bill  would  obey  the  law,  play  in  the  open,  deal 
fairly  with  contending  applicants,  and  guard  the  public  interest  instead  of 
giving  the  appearance  of  a  political  machine  paying  campaign  debts  as  the 
commission  does  under  the  direction  of  Secretary  Wilbur  at  the  present  time. 

The  indictment  against  the  present  commission  is  not  that  it  opposes  public 
ownership.  That  was  to  be  expected.  But  that  it  refuses  to  obey  the  plain 
letter  and  spirit  of  the  law  and  countenances  practices  on  the  part  of  its  oflBcials 
that  are  an  open  disgrace. 

It  has  smashed  the  "  preferential  clause "  of  the  Federal  power  act  in  its 
handling  of  the  Boulder  Dam  matter.  It  has  thus  far  countenanced,  or  at  least 
failed  to  condemn  the  disgraceful  padding  of  costs  in  the  capitalization  of  a 
large  number  of  private  companies  leasing  sites  running  into  millions  of  dollars ; 
it  has  countenanced  the  persecution  by  Mr.  Bonner,  its  executive  secretary,  of 
three  honest  and  able  oflBcers  of  the  commission,  viz,  Mr.  King,  Mr.  Russell,  and 
Mrs.  Ward,  and  it  is  to-day  keeping  from  the  public  germane  facts  regarding 
the  lease  of  the  Flathead  site  to  which  the  public  and  contending  applicants 
are  entitled  under  the  law.  These  facts  are  so  notorious  as  to  destroy  public 
confidence  in  the  commission. 

If  it  be  argued  that  the  welfare  of  the  Indians  and  the  people  of  Montana 
requires  a  speedy  lease  of  this  site,  the  answer  is  that  an  honest  lease  could 
have  been  secured  long  ago,  and  that  dishonest  transactions  of  this  kind 
throughout  American  history  have  been  always  put  through  speedily  under  the 
guise  of  early  serving  the  public  interest.     A  thief  is  always  in  a  hurry. 

As  direct  proof  of  the  anxiety  of  Secretary  Wilbur  to  keep  from  the  public 
the  inside  facts  of  the  lease  he  has  been  endeavoring  to  close  with  the  Montana 
Power  Co.,  I  attach  herewith  copies  of  my  recent  correspondence  with  him. 

The  outstanding  feature  of  this  correspondence  is  the  denial  of  the  Secretary 
that  there  was  in  existence  any  set  of  figures  which  will  enable  us  to  know 
what  it  would  cost  the  United  States  Government  to  develop  the  Flathead  site 
and  what  would  be  the  actual  cost  per  kilowatt-hour  of  generating  electricity 
under  Government  operation — a  denial  made  when  there  had  been  on  file  with 
the  Indian  Bureau  for  three  years  a  set-up  by  a  Government  engineer  of  the 
kind  requested.  Such  data  is  necessary  as  a  base  from  which  to  estimate  a 
just  rental  to  a  private  concern.  But  now  when  confronted  with  the  fact  that 
his  executive  secretary,  Bonner,  was  either  incompetent  or  deceptive  to  his 
chief,  Mr.  Wilbur  gives  as  a  further  excuse  for  keeping  this  matter  in  the  dark 
that  the  public  might  be  confused.  That  is,  of  course,  nonsense,  but  if  it  be 
granted,  what  excuse  remains  that  the  data  is  denied  to  your  committee,  to 
Members  of  Congress,  engineers,  and  publicists  who  are  as  capable  of  gaging 
these  figures  as  the  men  who  made  them? 

There  is  but  one  conclusion.  There  is  something  rotten  in  Denmark,  or  the 
gentlemen  bent  on  handing  this  great  plum  to  the  Electric  Bond  &  Share  Co. 
would  not  fear  the  light. 


Respectfully  yours, 


JUDSON  King,  Director. 


National  Popular  Government  League, 

Washington,  D.  C,  March  12,  1930. 
Hon,  Lyman  Wilbur, 

Secretary  of  the  Interior, 

Washington,  D.  C. 
Dear  Mr.  Secretary:  Apropos  of  the  proposed  lease  on  the  Flathead  power 
site  in  Montana,  I  understand  that  Assistant  Commissioner  Scattergood,  of 
the  Indian  Bureau,  had  made  an  estimate  of  what  it  would  cost  to  develop 
this  site  by  the  Government  and  what  would  be  the  approximate  cost  of 
generating  electricity  and  delivering  it  to  the  switchboard  per  kilowatt-hour 
under  such  financing  and  operation. 

This  was  undertaken  with  a  view  to  ascertaining  what  a  fair  rental  might 
be  expected  by  the  Government  from  a  private  lessee. 


SURVEY  OF   CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3533 

I  should  appreciate  it  very  much  if  I  might  be  furnished  this  set-up  in 
detail.  It  is  a  matter  of  public  interest  and  public  concern.  Such  set-ups 
were  available  from  an  early  date  in  respect  to  tJje  Boulder  Dam  project.  It 
would  be  interesting  to  note  how  the  Flathead  development  would  compare 
with  that  of  Boulder  Dam. 
Respectfully  yours. 

JuDSON  King,  Director. 


The  Secretary  of  the  Interior, 

Washington,  March  13,  1930. 
Mr,  JuDSON  King, 

Director  National  Popular  Government  League, 

Washington,  D.  C. 

Dear  Mr.  King  :  At  a  later  date  we  anticipate  giving  a  complete  picture  of 
the  financial  set-up  of  the  Flathead  project.  The  subject  is  not  yet  ripe  for 
such  action.  When  the  figures  become  available,  I  will  be  glad  to  put  them  in 
your  hands. 

Very  truly  yours. 

Ray  Lyman  Wilbur, 


National  Popular  Government  League, 

Washington,  D.   C,   March  Uf,   1930. 
Hon.  Ray  Lyman  Wilbur, 

Secf^etary  of  the  Interior,  Washington,  D.  C. 

Dear  Mr.  Secretary  :  I  have  yours  of  the  13th  stating :  "At  a  later  date  we 
anticipate  giving  a  complete  picture  of  the  financial  set-up  of  the  Flathead 
project.  The  subject  is  not  yet  ripe  for  such  action.  When  the  figures  become 
ava  lable,  I  will  be  glad  to  put  them  ui  your  hands." 

This  does  not  answer  my  question  as  to  whether  there  has  been  made  a  set-up 
of  the  cost  of  developing  this  site  by  the  Government  with  a  resultant  estimate 
of  the  cost  per  kilowatt-hour  of  delivering  energy  at  the  bus  bar  assumedly  as 
in  the  case  of  Boulder  Dam  on  an  amortization  basis  wh  ch  will  return  to  the 
Government  the  entire  cost  of  the  plant,  say,  in  the  course  of  30  years. 

A  similar  letter  addressed  to  Assistant  Commissioner  Scattergood,  of  the 
Indian  Bureau,  on  February  19  likewise  failed  to  answer  this  question.  He 
said  under  date  of  February  20: 

"  The  Secretary  of  the  Interior  now  has  under  consideration  the  whole 
matter  of  leasing  Flathead,  and  it  has  passed  out  of  the  hands  of  this  bureau. 
We  shall,  therefore,  not  be  in  position  to  supply  any  figures  until  the  Secretary 
has  d  sposed  of  the  matter,  when  it  is  to  be  presumed  that  all  the  figures  will 
be  available." 

From  this  it  would  seem  to  appear,  first,  that  you  decline  to  disclose  whether 
or  not  you  have  before  you  the  set-up  of  figures  concerning  which  I  inquired, 
and,  second,  in  any  event  such  figures,  or,  perhaps  any  other  figures,  are  not  to 
be  made  available  to  the  public  until  after  the  lease  has  been  made.  I  should 
be  happy  to  be  informed  if  this  -s  the  procedure  contemplated. 
Respectfully  yours, 

JuDSON   King,   Direotor. 


Department  of  the  Interior, 

Washington,  March  15,  1930. 
Mr.  JuDSON  King,  Washington,  D.  C. 

My  Dear  Mr.  King  :  Your  letter  of  March  14  at  hand.  I  know  of  no  figures 
such  as  you  indicate  showing  the  set-up  of  the  cost  of  developing  the  Flathead 
site  by  the  Government.  Upon  inquiry  I  find  that  no  such  figures  have  been 
drawn  up  either  by  the  Federal  Power  Commission  or  the  Ind  an  Office. 
Certain  figures  regarding  the  Flathead  site  have  in  one  way  or  another  been 
made  available  to  the  public.  A  number  of  d  fferent  propositions  with  wide 
variables  are  being  cons  dered.  It  would  only  add  to  that  confustion  which  now 
exists  to  offer  more  in  the  way  of  figures.  These  figures  are  mere  estimates 
made  by  different  individuals  from  somewhat  different  standpoints.  The  com- 
mssion  is  making  a  careful  study  of  all  of  them. 
Very  sincerely  yours, 

Ray   Lyman   Wilbltr. 
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National  Popular  Government  League, 

Washington,  D.  C,  March  21,  1930. 
Hon.  Ray  Lyman  Wilbur, 
Secretary  of  the  Interior, 

Washinyton,  D.  C. 

My  Dear  Me.  SECEEn-ARY:  Delay  in  answering  your  letter  of  March  14  is 
due  to  being  run  down  by  an  automobilist  and  confinement  to  my  bed  and  house 
since.     You  say  in  part : 

"  I  know  of  no  figures  such  as  you  indicate  showing  the  set-up  of  the  cost  of 
developing  the  Flathead  site  by  the  Government.  Upon  inquiry  I  find  that  no 
such  figures  have  been  drawn  up  either  by  the  Federal  Power  Commission  or 
the  Indian  Office." 

I  am  astonished  at  this  statement.  Since  receiving  your  letter  I  discover 
that  there  has  been  on  file  with  the  Indian  Bureau  for  over  three  years  an 
official  engineer's  report  containing  the  set-up  of  figures  which  I  requested. 
Further,  that  this  entire  report  was  made  a  part  of  the  official  record  of  the 
hearings  on  the  Flathead  site  before  the  Federal  Power  Commission  last 
October-November. 

Mr.  F.  E.  Bonner,  executive  secretary  of  the  Federal  Power  Commission,  had 
charge  of  the  records  of  the  hearing,  and  if  your  inquiry  was  addressed  to 
this  gentleman,  as  seems  normal  and  likely,  his  failure  to  produce  the  document 
would  seem  to  be  evidence  either  of  gross  incompetency  or  deliberate  deception 
of  his  chief  and  affords  one  more  reason  to  the  many  already  existing  why 
his  resignation  should  be  requested  at  once. 

This  report  referred  to  was  made  under  date  of  January  28,  1927,  to  the 
Commissioner  of  Indian  Affairs  by  Edwin  L.  Rose,  assistant  engineer  of  the 
Indian  field  service,  through  W.  S.  Hanna,  suix^rvising  engineer,  Billings,  Mont., 
direct  to  the  Commissioner  of  Indian  Affairs.  Further,  the  survey  and  esti- 
mate was  ordered  made  by  E.  B.  Meritt,  Assistant  Commissioner  of  Indian 
Affairs,  on  September  14,  1926. 

I  have  before  me  a  photostat  copy  of  the  entire  document,  and  even  a  brief 
reading  discloses  reasons  why  all  efforts  to  obtain  a  copy  of  or  examine 
this  report  for  the  past  two  years  have  been  refused  by  public  officials 
playing  the  game  of  the  Power  Trust.  The  cold  engineering  set-up  made  by 
a  man  not  at  all  favorable  to  public  ownership  discloses  the  pitiful  return  to 
the  Government  and  the  Flathead  Indians  to  be  made  by  the  Montana  Power 
Co.  as  against  the  stupendous  profits  to  be  made  out  of  the  lease  on  the  terms 
demanded  by  the  company.  It  further  discloses  the  economic  and  industrial 
injustice  to  the  people  of  Montana  which  would  flow  from  the  proposed 
terms. 

It  further  discloses  the  economic  absurdity  of  Congressman  Cramton's 
scheme  for  an  8,000  horsepower  development  at  the  Flathead  and  likewise 
beyond  wisdom,  to  say  the  least,  of  his  statesmanship  in  approving  and 
becoming  a  party  to  the  Montana  power  scheme  of  that  time  and  since. 

I  am  well  aware  that  the  set-up  does  not  cover  the  five  or  six  possible 
sites  that  concerns  itself  with  the  Newell  site  at  the  foot  of  Flathead  Lake — 
the  key  site  governing  all  the  rest.  Here  is  an  arresting  sentence  which 
should  challenge  your  attention  as  a  protector  of  the  public  interest : 

"  The  power  that  would  be  developed  at  the  Newell  site  alone  would  cost  the 
power  company  about  $600,000  per  year  for  the  133,000  horsepower,  and  if 
sold  at  the  existing  average  rate  of  0.7  cent  per  kilowatt  would  bring  (with 
a  load  factor  of  75  per  cent,  which  is  approximately  the  present  load  factor 
of  this  company)  approximately  $4,000,000  to  $5,000,000,  yielding  in  all  an  excess 
of  $3,400,000  to  $4,400,000  from  which  distribution  and  merchandizing  expenses 
would  have  to  be  deducted." 

Later  changes  in  set-up  will  not  greatly  effect  the  stupendous  financial 
plum  asked  at  the  hands  of  the  Government. 

In  conclusion  I  desire  to  enter  an  emphatic  protest  against  the  method 
employed  by  yourself  of  conducting  at  least  a  part  of  these  negotiations  Id 
secret  and  the  withholding  from  the  people  of  the  Nation  the  engineering  and 
financial  facts  to  which  they  are  entitled  until  after  you  have  disposed  of  the 
site  and  signed  the  lease  and  the  judgment  of  an  informed  public  opinion  can 
have  no  influence. 

Yours  very  truly, 

JuDSON  Kino,  Director. 
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National  Popular  Government  League, 

Washington,  D.  C,  March  22,  1930. 
Hon.  Lynn  J.  Frazier, 

Chairman  Committee  on  Indian  Affadrs,  Washington,  D.  C. 
Dear  Senator  Frazier  :  I  inclose  herewith  copy  of  a  letter  I  sent  to  Secretary 
Wilbur  yesterday  for  your  information  and  any  use  you  may  desire  to  make 
of  it. 

I  think  it  is  sufficiently  self-explanatory.  It  is  an  amazing  thing  that  the 
Secretary  of  the  Interior  should  deny  to  an  American  citizen  the  fact  that  there 
was  in  existence  the  set-up  of  figures  asked  for. 

Such  figures  are  absolutely  essential  to  straight  thinking  and  to  arrive  at  an 
estimate  of  what  rental  should  be  charged  for  the  use  of  the  Flathead  site  or 
any  site,  but  they  have  been  kept  secret,  and  doubtless  the  intention  was  to 
keep  them  secret  as  much  as  possible. 

It  seems  to  me  that  if  your  committee  goes  into  the  fashion  in  which  this 
Flathead  lease  has  been  handled,  the  attempt  of  the  department  to  keep  all  the 
germane  data  in  its  own  hands  until  after  the  lease  is  made  should  be  exposed 
and  condemned. 

Yours  sincerely, 

JUDSON  King,  Director. 


Department  of  the  Interior, 

Washington,  March  25,  1930. 
Mr.  JuDSON  King, 

Director  National  Popular  Govcrnmeid  League, 

Washington,  D.  C. 
My  Dear  Mr.  King  :  Your  letter  here.  Upon  receipt  of  your  former  commu- 
nication I  inquired  of  Mr.  F.  E.  Bonner,  executive  secretary  of  the  Federal 
Power  Commission,  and  Mr.  Rhoads,  of  the  Indian  Office.  They  both  informed 
me  that  no  figures  of  the  type  you  mentioned  had  been  prepared.  They  consid- 
ered tlie  report  of  Mr.  Rose  out  of  date  and  incomplete.  It  was  prepared 
some  years  ago  under  different  conditions,  so  was  not  considered  as  a  part  of 
the  present  material  before  us  in  connection  with  the  Flathead  project.  The 
figures  given  are  quite  out  of  line  with  those  that  have  been  produced  by  the 
several  careful  studies  now  under  consideration.  I  think  it  Vv'ould  be  well  for 
you  before  giving  publicity  to  the  Rose  figures  to  have  them  reviewed  by  an 
engineer  and  brought  up  to  date. 

I  note  your  protest  against  conducting  negotiations  in  secret.  Naturally,  I 
am  interested  to  know  to  what  negotiations  you  refer.  We  have  endeavored 
through  months  of  study  to  handle  this  question  as  accurately  and  openly 
as  possible.  To  confuse  the  public  with  a  series  of  different  sets  of  figures, 
with  different  emphasis  on  variables,  would  in  no  way,  as  far  as  I  can  see,  be 
helpful. 

Sincerely  yours, 

Ray  Lyman  Wilbur. 


National  Popular  Government  League, 

Washington,  D.  C,  March  21,  1930. 
Hon.  Ray  Lyman  Wilbur, 

Secretary  of  the  Interior,  Washington,  D.  C. 

My  Dear  Mr.  Secretary  :  l^ours  of  March  25.  I  do  not  share  your  apprehen- 
sions in  respect  to  confusing  the  public.  Granted  that  the  general  public  lacks 
technical  training  and  information,  it  still  remains  true  that  the  general  public 
has  an  uncanny  capacity  of  determining  whether  a  proposed  solution  of  a  key 
problem  is  in  the  public  interest  or  in  the  interest  of  private  monopoly. 

But  waving  this  aside,  there  is  a  minority  public  of  educated  men  quite  as 
capable  of  understanding  the  set-ups  involved  in  this  problem  as  the  men  who 
made  them ;  yet  even  these  men  deny  the  data.  I  understand  you  even  denied 
the  data  to  Senator  Frazier's  committee. 

Why  should  I  employ  an  engineer  to  check  up  on  the  Rose  figures  when  I 
have  public  servants  supposed  to  being  doing  that  for  me? 

But  waving  j^our  fears  aside,  I  suggest  that  it  would  not  be  confusing  to 
anybody  to  make  public  what  it  will  cost  the  Government  to  develop  the  Newell 
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site  at  the  flathead  project,  and  what  the  cost  per  kilowatt-hour  of  delivering 
energy  to  the  hus  bar  would  be  under  such  development.  I  grant  you  that  this 
would  reveal  the  approximate  profits  which  the  Montana  Power  Co.  will  make 
net  out  of  any  settlement  arrived  at,  but  is  not  the  public  entitled  to  know 
such  facts?  Your  Mr.  Bonner  apparently  is  of  the  opinion  they  are  not,  and 
that  the  Federal  Power  Commission  is  an  agency  to  deal  privately  with  the 
private  power  concerns — and  this  with  public  property. 
Very  truly  yours, 

JuDSON  King,  Director. 

The  Chairman.  The  first  witness  is  Mr.  Benjamin  C.  Marsh. 

STATEMENT  OF  BENJAMIN  C.  MAESH,  EXECUTIVE  SECRETARY 
PEOPLE'S  LOBBY,  WASHINGTON,  D.  C. 

The  Chairman.  Please  give  your  full  name  and  address. 

Mr.  Marsh.  My  full  name  is  Benjamin  C.  Marsh.  I  am  executive 
secretary  of  the  People's  Lobby,  of  which  Prof.  John  Dewey  is 
joresident,  with  offices  here  in  the  Bliss  Building. 

I  wish  to  make  a  statement,  Mr.  Chairman  and  members  of  the 
committee,  as  to  the  opposition  which  we  have  met  in  our  eiforts 
to  block  the  granting  of  any  license  or  permit  which  would  in  any 
way  permit  the  development  of  the  Flathead  power  sites  until  we 
can  get  a  reorganization  of  the  Federal  Power  Commission  and 
amendments  of  the  power  act  so  that  the  public  will  be  protected. 

In  January  of  this  year,  seeing  what  the  situation  w^as,  I  drafted 
a  resolution  that  it  was  the  sense  of  the  Senate  that  no  further 
action  should  be  taken  by  the  Power  Commission  until  these  changes 
had  been  made,  particularly  until  the  Senate  Committee  on  Inter- 
state Commerce,  of  which  Senator  Couzens  is  chairman,  had  com- 
pleted their  investigation  of  conditions  in  the  Federal  Power  Com- 
mission and  of  the  activities  of  the  executive  secretary,  Mr.  Bonner. 
I  drafted  this  resolution,  and  I  asked  a  Senator  to  introduce  it.  I 
did  not  ask  either  of  the  Montana  Senators  to  introduce  it  because 
I  was  very  much  afraid  that  the  Montana  Power  Co.  and  the  Ana- 
conda Copper  Co.,  which  seems  to  be  a  sort  of  alibi  for  some  of 
the  things  the  Montana  Power  Co.  is  doing,  and  is,  as  I  understand, 
under  the  same  control,  would  get  them. 

Back  in  1922  I  campaigned  across  the  State  of  Montana,  part  of 
the  time  with  Mr.  Wheeler  and  part  of  the  time  alone,  for  Mr. 
Wheeler  for  the  United  States  Senate,  both  in  the  primaries  and  in 
the  finals,  and  my  plea  was  to  elect  Mr.  Wheeler  Senator  in  order 
that  he  might  deliver  the  State  of  Montana  from  the  strangle  hold 
of  the  Montana  Power  Co.  and  the  Anaconda  Copper  Co.  And  that 
seemed  to  be  the  sentiment  of  the  people  out  there  in  the  State,  that 
it  should  be  done,  as  evidenced  by  the  election  of  Mr.  Wheeler  to 
the  United  States  Senate.  But  I  did  feel  that  it  would  be  coiu'teous 
lo  shf)w  Senator  Walsh  this  resolution  which  I  drafted,  and  I  was 
perfectly  astounded  when  he  told  me  that  he  would  oppose  this 
resolution  to  prevent  the  giving  out  of  any  license  or  to  further  the 
^application  oi  the  Montana  Power  Co.  or  any  other  applicant  for 
power  sites  out  there.  I  said,  "  On  what  ground,  Senator  AValsh  ? 
T  am  very  much  surprised  " — I  can't  repeat  my  conversation  exactly, 
but  that  was  the  substance  of  it.  He  said,  in  effect,  that  the  Indians 
iiad  been  waiting  30  years  to  get  something  from  the  power  sites 
out  there  tliat  they  owned.    Then  Senator  Walsh  said  very  frankly, 
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*'  I  shall  oppose  this  resolution  on  the  floor  of  the  Senate."  I  said, 
"All  right;  then  I  shall  fight  you.  I  can  see  no  reason  why  anyone 
should  oppose  this  effort  to  protect  the  people  of  Montana,  which 
is  our  primary  consideration,  and  to  get  a  sound  basis  for  the  devel- 
opment of  the  power  sites.'' 

Then  I  went  to  several  Senators.  Every  one  of  them  declined  to 
put  the  resolution  in  unless  it  was  agreed  to,  or  at  least  it  was  indi- 
cated there  would  be  no  opposition  to  it  on  the  part  of  the  two  Mon- 
tana Senators;  and,  of  course,  I  was  forced  to  the  conclusion  that 
Senator  Walsh  was  acting  undoubtedly  completely  within  his  rights, 
and  conscientiously,  or,  shall  I  say,  from  fear,  as  a  lobyist  for  the 
Montana  Power  Co.  would  have  acted.  I  was  astounded  at  his  atti- 
tude in  view  of  the  fact  that  he  had  taken  a  leading  part  in  securing 
the  adoption  of  a  resolution  for  an  investigation  of  the  Power  Trust 
or  the  power  combine,  whatever  the  resolution  designated  it,  which 
is  in  control  of  our  power  development  to-day.  And  I  understand 
that  about  four  or  five  people,  through  their  banking  organizations, 
control  nearly  nine-tenths  of  the  output  of  the  electric  energy  in 
the  United  States. 

I  was  blocked.  Finally  I  went  to  Senator  Couzens,  two  or  three 
times,  in  fact,  once  after  he  had  made  the  statement  that  he  did — I 
can't  quote  him  literally — to  the  effect  that  he  had  never  seen  such 
a  rotten  mess  in  Government;  and  I  said  to  Senator  Couzens  in 
effect 

The  Chairman  (interrupting).  What  was  he  referring  to? 

Mr.  Marsh.  He  was  referring  to  the  conditions  in  the  Federal 
Power  Commission. 

That  statement  was  made  after  Mr.  Bonner  had  been  a  witness  be- 
fore the  Senate  Committee  on  Interstate  Commerce;  and  I  want  to 
say  this,  Mr.  Chairman,  I  have  been  here  12  years,  in  Washington, 
as  a  lobyist,  and  I  have  never  made  a  statement  of  any  private  con- 
versation with  a  Senator,  a  Cabinet  member,  the  President,  or  any- 
one else.  I  am  here  under  subpoena  to  tell  what  I  know  or  to  give 
what  information  I  have,  and,  therefore,  I  am  mentioning  these  facts. 
And  as  to  the  Senators,  I  have  told  both  of  the  Senators  whom  I 
have  quoted  what  I  was  going  to  do. 

I  will  continue  now,  having  answered  your  question,  Mr.  Chair- 
man, with  reference  to  my  conversation  with  Senator  Couzens.  I 
asked  Senator  Couzens  if,  in  view  of  his  characterization  of  the  con- 
■  ditions  in  the  Federal  Power  Commission,  he  could  see  any  logic  in 
permitting  them  to  give  out  a  permit  for  such  an  important  develop- 
ment as  the  Flathead  power  sites  in  Montana.  He  said  "  That  is  a 
wrong  idea."  I  am  quoting  him  from  memory,  and  if  I  am  doing 
him  any  injustice  I  Avill  correct  it  later.  Senator  Couzens  said,  "  We 
have  created  the  Federal  Power  Commission  and  told  them  to  do 
something,  and  we  can  not  be  interfering  with  them  after  we  have 
assigned  a  job  to  them." 

I  told  him  that  that  was  an  utterly  fallacious  position  to  take, 
and  completely  illogical.  "  No  Senator  or  Government  official  could, 
with  the  opinion  you  had  of  the  Federal  Power  Commission,  consider 
for  a  moment  permitting  the  Federal  Power  Commission  to  give  out 
a  license.     Anyone  who  would  favor  tying  up  any  power  sites  under 
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those  conditions  is  particeps  criminis  in  the  wrong-doing  of  the 
Power  Commision." 

The  Federal  Power  Commission  is  the  creature  of  the  Congress 
and  Congress  has  the  right  and  the  duty  to  see  that  it  functions 
correctly.  May  I  state  an  analogous  situation.  Senator  Couzens 
has  since  that  time  introduced  a  joint  resolution  to  block,  as  I  under- 
stand the  purport  of  it,  any  railroad  consolidation  until  changes 
have  been  made  as  to  the  issuance  of  stock  and  capitalization  of 
such  mergers  and  holding  companies.  I  am  convinced  that  Senator 
Couzens's  position,  which  seems  to  be  that  of  some  other  Senators, 
is  logical  with  respect  to  railroad  mergers,  and  equally  convinced  that 
it  is  as  illogical  to  permit  the  Power  Commission  to  issue  any  licenses 
for  power  development  under  the  existing  conditions. 

In  our  first  resolution  we  wanted  to  make  this  prohibition  general. 
Now^,  I  assume  that  you  don't  want  to  have  me  outline  the  principles 
which  we  think  should  obtain  with  respect  to  power  development, 
though  if  you  care  to  have  me  I  shall  be  glad  to  do  so,  but  I  will  say 
this,  if  I  may  be  permitted,  that  the  bill  introduced  by  Senator 
Couzens  to  amend  the  Federal  water  power  act  includes  many  of 
the  principles  which  we  have  been  advocating  to  govern  development 
of  the  power  resources  of  the  United  States.  But  I  found  further 
opposition.  I  showed  this  resolution  to  Assistant  Commissioner 
Scattergood,  of  the  Indian  Affairs  Bureau,  and  he  begged  me  not 
to  introduce  a  resolution  to  prevent  the  giving  of  licenses  to  develop 
these  power  sites.  He  said  it  woud  be  a  great  mistake.  I  am  quot- 
ing from  memory  a  conversation  some  two  months  ago,  that  they 
would  be  able  to  get  more  out  of  it  for  the  Indians  from  the  Mon- 
tana Power  Co.  than  they  would  otherwise.  It  is  my  impression  that 
he  showed  the  resolution  to  Commissioner  Rhoads,  who  is  here  now, 
and  that  Commissioner  Rhoads  agreed  with  him.  In  any  event,  as 
we  left  the  committee  room  Commissioner  Scattergood  again  urged 
me  strongly  not  to  press  that  resolution,  and  I  am  informed  that  he 
tried  to  get  other  people  to  call  me  off.  That  isn't  done.  And  I 
continued  to  press  for  that  resolution  because,  it  seems  to  me,  we 
have  to  recognize  the  fact  that  it  isn't  the  Indians  alone  that  are 
involved,  but  it  is  a  question  of  what  is  going  to  be  the  future 
development  of  power  in  the  United  States. 

The  conditions  revealed  before  the  Interstate  Commerce  Commit- 
tee investigating  the  Federal  PoAver  Commission,  and  the  facts 
brought  out  by  your  committee,  seem  to  me  to  make  it  mandatory 
that  Congress  shall  prevent  the  giving  out  of  licenses  for  the  de- 
velopment of  any  more  power  sites  until  we  get  this  power  industry 
and  the  Federal  Power  Commission  on  a  reasonable  basis  which 
would  protect  the  American  people. 

I  am  not  qualified  to  say  what  rental  should  be  paid  the  Indians, 
but  I  think  it  peculiar  that  Stone  &  Webster  can  get  licenses  for 
development  of  water  power  across  the  line  in  Washington  for  a 
rental  of  25  cents  per  horsepower  and  the  Indians  should  ask  $3 
or  $4.  I  am  not  considering  their  desires,  primarily,  but  the  stand- 
point of  the  public. 

You  will  recall  that  the  Interstate  Commerce  Comimssion  has 
been  making  a  valuation  of  the  railroads  in  pursuance  of  the  action 
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of  Congress  initiated  at  the  instance  of  the  late  Senator  La  Follette. 
We  got  into  that  after  most  of  the  mules  and  horses  were  stolen  out 
of  the  stables.  That  valuation  may  be  now  of  some  help,  but  it  will 
be  limited.  We  are  practically  at  the  inception  of  the  development 
of  water  power  in  the  United  States.  Only  about  one-fourth  of  the 
potential  water  power  of  the  Nation  has  been  developed.  I  present 
these  facts  to  your  committee  because  the  Federal  PoAver  Commis- 
j^ion,  I  regret  to  say,  declines  to  take  action  to  prevent  the  giving  of 
any  licenses.  I  am  not  prepared,  as  I  say,  to  suggest  what  should 
be  the  rental  per  horsepower  to  be  paid  the  Indians,  but  it  is  evi- 
dent, as  Mr.  John  Collier  pointed  out  to  you  at  a  recent  hearing, 
and  he  has  further  evidence  to  offer,  that  these  leases  are  tainted  with 
fraud  and  corruption. 

I  am  not  charging  venality  on  the  part  of  any  senator — far  from 
it — nor  of  any  official  in  the  Federal  Power  Commission,  nor  any 
of  the  staff,  nor  on  the  part  of  the  Commissioner  or  Assistant  Com- 
missioner of  Indian  Affairs.  It  isn't  a  question  of  venality;  it  is  a 
question  of  whether  the  men  who  are  placed  in  public  offices  to 
protect  the  public  are  going  to  have  courage  or  gutless  inactivity, 
if  I  may  use  this  language.  It  is  the  lack  of  guts  we  are  deploring 
in  this  fight  with  the  unscrupulous  power  combine. 

I  call  your  attention  to  another  fact:  The  Montana  Power  Co., 
an  applicant  for  the  development  of  these  power  sites,  is  practically 
controlled  by  the  Electric  Bond  &  Share  Co.,  a  company  which,  after 
the  Senate  has  adopted  a  resolution  directing  the  Federal  Power 
Commission  to  investigate  it,  goes  into  the  courts  and  defies  Congress 
and  defies  the  Federal  Trade  Commission  to  make  such  investigation, 
and  challenges  the  right  of  the  Federal  Powder  Commission,  acting 
under  instructions  of  the  Senate,  to  examine  its  books.  "  There  is  a 
reason,"  as  the  old  adage  goes,  and  we  all  know  Avhat  that  reason  is. 
The  Montana  Power  Co.  and  this  little  "  fly-by-night "  alibi  dummy, 
the  Rocky  Mountain  Power  Co.,  and  the  Electric  Bond  &  Share  Co., 
are  chalfenging  the  authority  of  the  Senate  of  the  United  States. 
HoAv  any  senator,  or  any  Government  official,  in  the  face  of  this 
anarchistic  defiance  by  the  Electric  Bond  &  Share  Co.,  can  suggest 
or  sanction  the  granting  of  any  permit  to  develop  poAver  sites  to  any 
company  controlled  by  the  Electric  Bond  &  Share  Co.  passes 
comprehension. 

Unless  the  Senate  is  suffering  from  a  severe  loss  of  that  manhood 
which,  as  representatives  of  the  public,  it  professes,  it  will  not  permit 
the  Power  Commission  to  grant  any  license  for  the  development 
of  power  sites  until  the  books  of  the  Electric  Bond  &  Share  Co. 
have  been  examined  by  the  Federal  Trade  Commission,  and  until  the 
bill  introduced  by  Senator  Couzens  to  amend  the  Federal  power  act 
has  become  a  law.  Congress  should  call  a  halt  to  this  supergovern- 
ment  which  is  now  running  the  Federal  Power  Commission.  In  a 
democracy  cowardice  is  almost  as  fatal,  when  it  comes  to  protecting 
the  public,  as  either  petty  or  grand  larceny. 

That  is  perhaps  a  sufficient  statement.  I  can  enlarge  upon  it,  but 
I  think  I  have  given  the  essential  points. 

The  Chairman.  Mr.  Collier,  do  you  wish  to  make  a  statement? 

Mr.  Collier.  Yes,  Mr.  Chairman. 
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STATEMENT  OF  JOHN  COLLIER,  EXECUTIVE  SERCETARY  AMERI- 
CAN  INDIAN  DEFENSE  ASSOCIATION 

Mr.  Collier.  Mr.  Chairman,  I  wish  to  give  some  continuing 
testimony  which  follows  the  testimony  that  I  gave  at  your  March 
25  hearing. 

There  have  been  four  rental  plans  affecting  the  Flathead  site 
prepared  by  the  Federal  Power  Commission,  the  Interior  Depart- 
ment, and  the  War  Department.  Of  these  four  plans,  plan  No.  3 
became  public.  The  two  prior  plans,  prepared  by  the  Assistant 
Commissioner  of  Indian  Affairs  and  the  Secretary  of  the  Federal 
Power  Commission,  have  not  become  public  and  have,  I  under- 
stand, been  denied  to  Members  of  the  Senate.  On  March  25  I 
analyzed  the  rental  proposal  prepared  by  the  engineers  of  the 
War  Department,  prepared  by  them  at  the  request  of  the  Secre- 
tary of  the  Interior,  these  engineers  being  the  engineers  of  the 
Federal  Power  Commission  and  being  the  engineers  who  have  had 
charge  of  the  Flathead  matter  throughout  the  years. 

Mr.  Chairman,  while  these  set-ups  are  technical  and  the  dis- 
cussion of  them  is  not  particularly  interesting,  they  are  more 
fundamental  to  the  Indian  interests  than  anything  else. 

In  my  testimony  before  you  dealing  with  the  War  Department 
rental  set-up  I  showed  that  it  was  crammed  with  false  data  and 
erroneous  assumptions,  among  which  were  the  inflation  of  the 
estimated  capital  investment  by  nearly  a  mi^ion  dollars,  with 
corresponding  adverse  effect  upon  the  Indian  rental;  the  diminish- 
ment  of  the  estimated  Indian  acreage  within  the  project  by  about 
half,  with  corresponding  adverse  effect  upon  the  Indian  rental;  the 
fiction  of  an  identical  transmission  iuA^estment  for  kilowat  loads 
of  220,000,000,  and  of  690,000,000;  and  the  assumption  of  a  selling 
price  at  the  end  of  the  transmission  line  which  excluded  the  huge 
excess  profits  to  be  derived  by  the  Montana  Power  Co.  I  will 
refer  to  that  item  again. 

I  did  not  in  my  sworn  testimony  point  out,  but  I  did  later  point 
out  in  a  public  document,  that  this  same  War  Department  set-up 
more  than  doubled  the  estimated  transmission  losses — the  losses 
of  current  from  the  Flathead  site  to  Anaconda — with  adverse  ef- 
fect upon  the  Indian  rental  of  more  than  $54,000  a ,  year,  one 
of  the  interesting  juggleries  of  that  report. 

Now,  when  I  testified  it  was  suggested  that  this  War  Depart- 
ment set-up  had  no  great  significance  because  it  was  only  ad- 
visory and  not  binding  upon  the  Secretary  of  the  Interior  or  the 
Federal  Power  Commission,  although  it  was  the  third  of  three 
set-ups  and  was  prepared  by  the  engineers  of  the  Federal  Power 
Commission. 

Now  the  fourth  set-up  is  before  us.  It  is  a  rental  proposal 
representing  the  Secretary  of  the  Interior's  office  as  a  whole,  pre- 
pared since  your  hearing  of  the  25th  of  March.  This  fourth  set-up 
and  proposal  has  been  laid  before  the  Montana  delegation  in 
Congress.  It  has  been  submitted  as  a  proposal  of  the  Montana 
Power  Co. 

This  new  and  authoritative  rental  proposal  takes  into  account  the 
criticisms  which  I  made  with  re&pect  to  some  of  the  false  data  and 
false  computations  of  the  War  Department  set-up,  and  it  corrects 
some  of  the  grotesque  but  secondary  errors  in  that  earlier  set-up, 
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errors  of  secondary  importance  in  that  War  Department  set-up,  but 
it  preserves  the  really  serious  wrongs  of  the  War  Department  set-up, 
and  it  makes  them  worse. 

The  new  rental  proposal  was  exhibited  to  me  by  Secretary  Wilbur 
on  Monday  of  this  week,  without  any  injunction  of  confidence,  and 
with  his  consent  I  copied  it  in  his  office.  Under  these  circumstances, 
and  inasmuch  as  it  is  properly,  in  any  event,  a  public  document,  I 
deem  it  right  to  offer  the  new  proposal  for  the  record  and  do  offer  it. 
I  may  say  that  I  copied  its  terms  only  up  to  85,000  horsepower,  of 
used  power  at  the  site,  that  being  far  more  than  the  Montana  Power 
Co.  intends  to  use.  And  I  have  copies  here  to  lay  before  the  members 
of  the  committee  as  I  talk.  While  it  is  not  an  interesting  subject, 
in  a  way  it  is  an  absolutely  necessary  thing  that  certain  features 
of  this  new  proposal  be  exhibited  for  what  they  are. 

Senator  Pine.  This  computation  or  set-up  was  made  by  what 
department  ? 

Mr.  Collier.  By  the  Department  of  the  Interior. 

Senator  Pine.  By  what  man  in  the  department,  do  you  know? 

Mr.  Collier.  That  I  do  not  know,  but  I  know  it  was  laid  before 
the  Montana  delegation  in  Congress  by  the  Secretary  of  the  Interior, 
and  has  been  transmitted  to  the  Montana  Power  Co.  by  the  depart- 
ment, the  Secretary  of  the  Interior  acting  in  his  capacity,  be  it  un- 
derstood, of  guardian  of  the  Indians,  not  that  of  chairman  of  the 
Federal  Power  Commission. 

I  understand,  Mr.  Chairman,  that  this  rental  proposal  has  been 
admitted  in  the  record. 

The  Chairman.  I  see  no  objection  to  admitting  it. 

Senator  Pine.  I  ask  that  this  rental  set-up  be  inserted  in  the 
record. 

The  Chairman.  Without  objection  the  proposal  or  rental  set-up 
may  be  admitted  as  part  of  the  record. 

(Said  rental  proposal  is  inserted  here,  as  follows:) 


Capacity  developed 


60,000  horsepower  =  392,100,000 
kilowatt-hours 

65,000  horsepower  =  427,775,000 
kilowatt-hours 

68,000  horsepower  =  444,380,000 
kilowatt-hours . 


Return  to  company 


Revenue 
at  $18 
(2.75 
mills) 


$1, 080, 000 

1, 117,  000 

1, 224, 000 
1, 260, 000 


70,000  horsepower  =  475,450,000 
75,000  horsepower  =  490,000,125 

kilowatt-hours 1.350,000 

80,000  horsepower  =  522,800,000  , 

kilowatt-hours |  1,440,000 

85,000  horsepower  =  555,475,000 

kilowatt-hours 1, 530, 000 


Based  on  $7,555,400  develop- 
ment cost 


Opera- 
tion 1 


$352, 662 
352,  662 


''r"*^'""!^ 


$104, 400  $622, 938 
104,40o|  712,938 


8.24 
9.44 


352.662  104,400  766,938'  10.15 
121,212;  786,126;  10.40 


352,  662 
352,  662 
352,  662 
352,  662 


167,056!  835,282!  11.05 
202,900  844,438j  11.71 
243.  744   933,  594    12.  35 


Based  on  $8,000,000  develop- 
ment cost 


Opera- 
tion 


$366, 000 

366,000 

366,000 
366,000 


Rent- 


Return 


$104, 400  $609, 600 

104,400   699,600 

104, 40o'  753,600 
772,788 


121,  212 
366,0001  162,056 


366,000 
366,000 


202,900 
343, 744 


821,944 
871, 100 
920, 256 


Per 
cent 


7.42 

8.74 

9.42 
9.66 

10.27 

10.39 

11.50 


>  Operating  charges  include — 

Operation  and  maintenance $63,000 

Overhead _ _ --    63,000 

Taxes,  2  per  cent 151,108 

Depreciation,  1  per  cent - - - 75, 554 

Total - I. - - - 352,662 
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Capacity  developed 


60,000  horsepower =392, 100,000 

kilowatt-hours 

65,000  horsepower =427,775,000 

kilowatt-hours 

68,000  horsepower =444,380,000 

kilowatt-hours 

70,000  horsepower =475,450,000 

kilowatt  hours 

76,000  horsepower=490,000,125 

kilowatt-hours 

80,000  horsepower =522,800,000 

kilowatt-hours 


85,000  horsepower =555,475,000 

kilowatt-hours 

90,000  horsepower 

95,000  horsepower 

100,000  horsepower 


Cost  to  company,  including  rental  and 
8  per  cent  return 


Based  on  $7,555,400 
development  cost 


Amount 


$1, 


061,494 

061,494 

061,494 

061,494 

078, 306 

119, 150 

159, 994 
241,081 


Based  on  $8,000,000 
development  cost 


Per  kilo- 
watt   i  Amount 
hour    I 


$2.71 

2.60 

2.39 

2.36 

2.28 

2.22 

2.16 
2.06 


$1, 110, 400 

$1, 110, 400 

$1,110,400 

1, 127,  212 

1, 168,  056 

1, 208, 900 

1,  249,  744 
1,  331, 431 


Per  kilo- 
watt 
hour 


Indian  rental 


Fixed 
charge 


$2.81 

2.61 

2.49 

2.46 

2.38 

2.31 

2.25 
2.14 


$104, 400 

$104, 400 

$104, 400 

$104, 400 

$104,400 

$104, 400 

$104, 400 
104,400 
104,400 
104.400 


Energy 
charge 
atlJi 
mills 


16, 812 

67, 656 

98,500 

139, 344 
180, 187 
221, 031 
261, 875 


Total 


$104, 400 

104,400 

104,400 

121,  212 

162, 056 

202, 900 

243,  744 
284,587 
325, 431 
366,  275 


Per 
horse- 
power 


$1.74 

1.60 

1.63 

1.73 

2.16 

2.54 

2.87 
3.16 
3.43 


Mr.  Collier.  It  is  the  rental  proposal  of  the  Interior  Department 
that  is  now  being  discussed.  This  new  proposal  is  much  more 
unfavorable  to  the  Indians  than  was  the  earlier  and  now  discredited 
proposal  made  by  the  War  Department. 

The  Chairman.  Much  more  unfavorable? 

Mr.  Collier.  Much  more  unfavorable.  It  not  only  holds  down 
the  Indian  rental  to  less  than  one-third  of  the  proper  figure,  as 
derived  from  the  sworn  testimony  before  the  Federal  Power  Com- 
mission, to  which  I  will  refer  to  later,  but  goes  further  and  requires 
that  the  Montana  Power  Co.  pay  $31,600  less  in  rental,  direct  and 
indirect,  than  the  company  stated  under  oath  that  it  was  able  and 
prepared  to  pay — under  oath  before  the  Federal  Power  Commission. 
It  cuts  the  Indian  rental  for  the  amount  of  power  which  the  Montana 
Power  Co.  will  use,  in  the  amount  of  $20,600  a  year  below  the  figure 
named  by  the  War  Department. 

Among  the  major  wrongs  which  were  contained  in  the  War 
Department  set-up  and  which  are  preserved  in  the  new  rental  pro- 
posal of  the  Interior  Department,  is  the  fiction  that  the  Rocky 
Mountain  Power  Co.,  which  is  a  dummy  of  the  Montana  Power  Co., 
is  the  only  element  to  be  considered  by  the  Government  in  fixing 
the  rental  or  in  regulating  the  use  of  the  power  site.  I  shall  explain 
how  this  fiction  makes  possible  an  enormous  slash  in  the  Indian 
rental,  and  incidentally  damages  the  public  as  well  as  the  Indians. 

In  another  respect  the  new  proposal  goes  much  further  than  the 
War  Department  proposal  went  against  the  Indians'  interests.  In 
its  discrimination  against  the  competing  applicant,  and  its  penalty 
on  the  full  development  of  the  sites,  it  is  more  extreme  than  was  the 
proposal  of  the  War  Department.  While  going  to  a  still  lower 
ngure  as  regards  the  rental  which  the  Montana  Power  Co.  would  pay 
for  the  amount  of  power  it  proposes  to  generate,  the  new  scheme 
increases  bj^  25  per  cent  the  energy  charge,  to  begin  at  68,000  horse- 
power, which  only  the  competitor,  Walter  H.  Wheeler,  would  have 
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to  pay.  Under  this  new  proposal  the  Montana  Power  Co.  would 
be  charged  only  $1,54  per  horsepower  for  all  the  power  it  would 
generate,  while  the  competitor  would  be  charged  $8.16  for  every 
horsepower  above  the  Montana  Power  Co.'s  maximum  generation 
figure.  He  will  be  charged  that  in  addition  to  being  required  to  pay 
the  same  fixed  charge  as  the  Montana  Power  Co.  for  the  power 
generated  below  68,000  horsepower. 

I  must  now  proceed  to  justify  these  statements,  because  if  they 
be  borne  out,  they  are  inevitably  very  serious  charges  indicating 
that  this  committee  should  in  some  way  register  a  protest. 

Now,  first,  I  have  stated  that  this  rental  set-up,  this  proposal, 
gives  the  Montana  Power  Co.  a  rental  figure  lower  by  more  than 
$31,600  than  the  company  four  months  ago  swore  that  it  was  prepared 
to  pay.  I  do  not  refer  to  the  memorandum  of  February  17,  1927, 
devised  by  the  Indian  Bureau  and  signed  by  the  Montana  Power  Co., 
which  proposed  a  split  up  of  $1  per  horsepower  rental  between  the 
Indians,  the  whites,  and  the  Government. 

I  do  not  propose  to  refer  to  that  earlier  memorandum.  I  refer 
to  the  company's  undertakings  and  statements  at  the  power  com- 
mission's hearings  in  November  and  December  last.  I  have  brought 
with  me  the  voluminous  hearings,  but  I  will  refer  to  them  by  pages. 
This  is  new  material  in  this  committee's  record,  and  is  decidedly 
interesting,  I  think.  On  page  1338  of  the  hearings  it  is  testified  by 
Mr.  Cochrane,  chief  engineer  of  the  Montana  Power  Co.,  that  $18 
is  to  be  the  switchboard  cost  at  Flathead,  including  interest,  allowed 
return  rentals  totaling  $2.  One  dollar  is  included  for  the  Indians, 
and  $1  rental  in  a  slightly  disguised  form  for  the  white  settlers  in 
the  irrigation  district.  This  $1  rental  to  the  whites  is  the  cost  of 
furnishing  cheap  power  to  the  district.  The  rental  total  is  cate- 
gorically set  forth  in  the  company's  Exhibit  12,  and  in  the  testimony 
on  page  1643  of  the  record  hearings.  The  total  of  $1  to  the  Indians, 
plus  $1  to  the  white  settlers,  is  $136,000.  If  there  be  any  doubt  on 
this  subject  it  is  settled  by  the  company's  testimony  through  Mr. 
Cochrane,  its  chief  engineer,  on  page  1413  of  the  hearings.  There 
the  expenses  for  the  Flathead  site  are  stated  by  the  company  under 
oath,  and  the  first  item  is  as  follows : 

Lease  of  power  site,  $136,000. 

These  are  the  company's  words.  Mr.  Kelly,  attorney  for  the  com- 
pany, asks : 

That  $136,000  is  based  upon  the  70  per  cent  efficiency  figure  and  85  per  cent 
utilization  factor,  as  referred  to  in  your  [Mr.  Cochrane's]  testimony  yesterday? 

Mr.  Cochrane  answered: 

Yes ;  and  is  as  shown  at  the  top  of  the  sheet,  Exhibit  12. 

This  70  per  cent  efficiency  figure  and  85  per  cent  utilization  factor 
result  in  the  ultimate  average  of  68,000  of  used  horsepower,  which 
in  a  score  of  places  through  the  hearings  was  established  by  the 
Montana  Power  Co.  as  its  maximum  of  regular  output,  now  or  here- 
after, at  the  Flathead  site. 

Senator  Wheeler.  You  say  that  they  established  that  as  their 
maximum  ? 

Mr.  Collier.  As  their  maximum. 


3544     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Senator  Wheeler.  Where  did  you  get  that  figure? 

Mr.  Collier.  I  am  coming  to  that. 

Senator  Wheeler.  That  isn't  my  understanding  from  the  Indian 
Bureau,  and  it  isn't 

Mr.  Collier  (interrupting) .  It  is  not  my  understanding  from  the 
Secretary  of  the  Interior  or  the  Indian  Bureau ;  but  it  is  not  only  the 
conclusion  that  follows  from  the  record,  but  it  is  the  forced  conclu- 
sion established  by  the  Montana  Power  Co.,  not  only  by  statement 
but  by  an  elaborate  and  intelligent  argument,  which  I  shall  quote 
in  a  few  minutes.  Of  course,  it  is  an  extremely  critical  point.  The 
used  horsepower  is  more  vital  to  the  Indians  than  the  rental  per 
horsepower  unit,  because  rental  is  per  used  horsepower  rental. 

Senator  Wheeler.  Of  course,  if  they  develop^  for  instance — all  I 
know  about  the  figures  is  what  I  gather  from  the  Indian  Bureau — 
but  if,  as  claimed,  the  68,000  horsepower  would  be  the  minimum 
amount,  then  even  if  they  would  have  to  pay  a  higher  charge  above 
that,  if  they  develop  more  than  that  68,000  horsepower,  wouldn't  it 
be  to  their  benefit  to  develop  all  that  they  could  there  ? 

Mr.  Collier.  That  depends  on  the  engineering  plan  and  on  the 
company's  need  for  power. 

Senator  Wheeler.  Let  me  ask  you  this:  They  first  have  the  cost 
of  building  the  plant,  whatever  that  would  be,  and  then  they  next 
have  the  cost  of  constructing  their  lines,  their  transmission  lines, 
then  they  have  to  buy  their  rights  of  way,  in  some  instances  from 
the  farmers,  and  so  on.  Now,  their  first  cost  would  be  their  installa- 
tion of  the  plant.    That  would  be  the  high  cost. 

Mr.  Collier.  Yes.    That  would  be  their  capital  cost. 

Senator  Wheeler.  I  am  informed  that  up  to  68,000  horsepower 
they  practically  wouldn't  make  any  money. 

Mr.  Collier.  That  isn't  correct. 

Senator  Wheeler.  Wait  until  I  finish  my  statement.  I  am  in- 
formed, by  the  figures  given  by  the  engineering  department,  and  the 
Power  Commission,  that  they  wouldn't  make  any  money  under 
68,000  horsepower  on  the  figures  that  they  would  have  to  pay  the 
Indians,  and  so  on.  Now,  if  that  is  true,  that  they  wouldn't  make 
any  money  under  68,000  horsepower,  it  would  be  to  their  interest 
to  go  ahead  and  develop  as  much  as  they  could  with  this  plant,  above 
the  68,000  horsepower? 

Mr.  Collier.  Yes. 

Senator  Wheeler.  If  they  were  making  money  from  it. 

Mr.  Collier.  Yes ;  all  of  that,  of  course.  I  am  going  to  cover  that 
in  just  a  moment.  You  have  stated  the  way  it  looks  until  you  go  into 
details. 

Senator  Wheeler.  I  am  stating  the  way  it  has  been  given  to  me 
by  the  Indian  Bureau  and  by  the  department. 

Mr.  Collier.  I  have  had  the  same  statement  from  them. 

Senator  Wheeler.  I   understand   that   that  is   their   contention. 

Mr.  Collier.  That  is  their  contention. 

Senator  Wheeler.  You  claim  that  the  War  Department  is  wrong 
about  it,  and,  likewise,  the  Indian  Bureau  is  wrong  about  it,  and, 
likewise,  that  the  Power  Commission  is  wrong  about  it? 

Mr.  Collier.  I  claim  that  they  are  wrong  about  it.  They  are 
wrong  about  it  now.    They  were  not  wrong  at  the  time  the  informa- 
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tion  was  given  by  the  Montana  Power  Co.,  and  they  can  not  sustain 
their  position  at  all,  if  they  attempt  to  connect  it  with  the  sworn 
facts  developed  at  the  hearings. 

I  am  going  to  skip  over  what  I  had  prepared  dealing  with  another 
point  and  come  to  this  at  once,  because  it  is  entirely  fundamental — 
the  question  of  whether  the  Montana  Power  Co.  will  or  will  not  go 
above  68,000  horsepower  of  used  power.    In  the  first  place 

Senator  Wheeler  (interrupting).  Can  you  tell  me  why  they 
shouldn't  go  above?  I  can't  understand  why  they  shouldn't.  If  it 
cost  them  more  to  develop  the  first  68,000  horsepower,  and  there 
was  150,000  horsepower  there,  or  100,000  horsepower  there,  it  seems 
to  me  logical  that  they  should  go  ahead  and  develop  the  larger 
horsepower. 

Mr.  Collier.  Let  me  answer  this  first.  It  is  understood  that  they 
are  going  to  install  full  capacity. 

Senator  Wheeler.  Yes. 

Mr.  Collier.  That  would  be  a  150,000-horsepower  installation,  or 
three  50,000-horsepower  units.  One  unit  is  held  in  reserve  for  safety. 
They  are  proposing  a  utilization  factor  which  is  high,  a  general 
industrial  and  domestic  system,  but  we  are  resting  on  that.  We 
accept  their  85  per  cent  use  factor. 

Senator  Wheeler.  That  is,  if  they  install  a  plant  up  to  100,000 
horsepower  they  would  use  85,000? 

Mr.  Collier.  They  would  use  85  per  cent  of  what  they  could  gen- 
erate. Their  theoretical  generating  capacity  would  be  100,000.  No 
plant  actually  generates  its  theoretical  horsepower — no  plant  in  the 
world.  The  percentage  of  the  theoretical  horsepower  normally  real- 
ized is  called  the  efficiency  factor. 

I  may  say  that  this  subject  is  discussed  through  at  least  50  pages 
of  the  hearings  by  all  parties,  and  I  am  convinced  that  any  one 
reading  the  hearings  will  believe  that  the  Montana  Power  Co.  has, 
at  least  in  this  portion  of  its  testimony,  adhered  to  its  engineering 
experts'  advice,  and  its  experience,  and  that  the  company  could  have 
had  no  motive  in  misrepresenting,  certainly  not  in  misrepresenting 
in  the  downward  direction.  Their  motive  would  have  been  to  mis- 
lead the  other  way,  if  they  were  going  to  mislead,  because  they 
would  have  made  a  stronger  case  for  obtaining  the  license. 

Now,  to  proceed  in  the  terms  of  the  record,  I  may  say  that  the 
statement  that  the  Montana  Power  Co.  would  develop  more  than 
68,000  horsepower  has  alwaj'S  been  made  off  the  record  and  in- 
formally, and  never  in  any  record.  But  as  for  record  testimony,  on 
page  1332  and  forv/ard  we  find  Mr.  Cochrane  testifying.  He  is  the 
chief  engineer  of  the  Montana  Power  Co.: 

We  have  68,000-horsepower  as  saleable,  continuous  power. 

On  page  1347  and  forward,  the  question  is  debated  at  length  as  to 
why  that  85  per  cent  utilization  factor  could  not  be  increased,  and 
thereby  increase  the  68,000  average  of  used  horsepower.  The  ques- 
tion was  raised  because  in  one  year  it  appeared  from  the  records 
that  use  factor  for  the  company's  entire  system  had  been  actually  99 
per  cent,  an  impossible  high  figure.  The  Montana  Power  Co.  argued 
at  length  as  to  why  it  could  not  be  done,  and  finally  on  page  1429  we 
have  this  dialogue  between  attorney  Forbes  for  Walter  H.  Wheeler, 
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and  Chief  Engineer  Cochrane  of  the  Montana  Power  Co.  summariz- 
ing many  pages  of  discussion : 

Mr.  Forbes.  You  would  not  expect  to  sell  more  than  68,000  horsepower  from 
that  site? 

Mr.  Cochrane.  Not  on  the  average  over  an  extended  period  of  years.  In 
some  years  we  might. 

Continuing  in  that  discussion  on  this  subject,  page  1497,  Mr.  Ely, 
of  the  Interior  Department,  is  examining  Mr.  Cochrane.  Mr. 
Cochrane  specifically  combats  certain  inferences  which  might  be 
drawn  from  the  used  horsepower  of  the  year  1928.  I  quote  from 
this  dialogue: 

Mr.  Cochrane.  The  low-water  capacity  at  Flathead,  of  the  Montana  Power 
Co.,  is  80,000  horsepower. 

Mr.  Ely.  And  what  output  in  horsepower-years  do  you  expect  to  produce? 
Mr.  Cochrane.  Sixty-eight  thousand  on  the  average. 

Then  Mr.  Cochrane,  under  Mr.  Ely's  questioning,  proceeds  to 
restate  the  85  per  cent  use  factor  as  being  all  they  can  expect  to 
achieve  at  the  Flathead  site. 

Senator  Wheeler.  This  has  just  been  handed  to  me  by  the  secre- 
tary [indicating  the  rental  proposal  previously  admitted  to  the 
record] . 

Mr.  Collier.  This  is  the  last  rental  proposal. 

Senator  Wheeler.  What  do  you  mean  "  last  "  ? 

Mr.  Collier.  The  one  presented  to  the  Montana  delegation  by 
the  Secretary  on  April  1.    I  obtained  this  from  the  Secretary. 

Senator  Wheeler.  Now,  if  they  stand  by  this  last  proposal;  that 
is,  if  this  is  their  last,  then  the  Indians  would  be  getting  for  the 
first  68,000  horsepower  that  is  developed  $1.35  per  horsepower;  is 
that  correct? 

Mr.  Collier.  Yes. 

Senator  Wheeler.  If  they  develop  only  60,000  horsepower  that 
would  be  $1.74,  and  if  they  develop  only  65,000  horsepower  it 
would  be  $1.60. 

Mr.  Collier.  It  doesn't  run  below. 

Senator  Wheeler.  And  if  they  develop  68,000  horsepower  it 
would  be  $1.53;  is  that  correct? 

Mr.  Collier.  Yes;  that  is  the  fixed  charge  prorated  over  68,000 
horsepower — $1.53. 

Senator  Wheeler.  Yes;  for  the  minimum  development  below 
68,000  horsepower. 

Mr.  Collier.  Then  comes  the  energy  charge. 

Senator  Wheeler.  Energy  charge  of  1^4  mills,  is  that  it? 

Mr.  Collier.  That  is  $8.16  per  horsepower,  beginning  at  68,000 
horsepower. 

Senator  Wheeler.  And  if  they  develop  70,000 

Mr.  Collier  (interposing).  They  would  be  paying  the  energy 
charge  above  68,000  plus  the  fixed  charge  of  $1.53  a  thousand  below 
68,000. 

Senator  Wheeler.  And  if  they  develop  75,000  hoi-sepower  the 
fixed  charge  is  $104,400  and  the  energy  charge  is  $57,656,  making  n 
total  of  $162,056. 

Mr.  Collier.  Yes. 

Senator  Wheeler.  Or  $2.16  per  horsepower? 

Mr.  Collier.  Yes. 
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Senator  Wheeler.  Now,  if  they  develop  80,000  horsepower- 


Mr.  Collier.  Eighty  thousand  horsepower  gives  an  energy  charge 
of  $95,500,  total  charge  of  $202,900— $2.54  per  horsepower-year. 

Senator  Wheeler.  An  energy  charge  of  $95,500,  or  a  total  to  the 
Indians  of  $202,900.    Each  horsepower  at  $2.54? 

Mr.  Collier.  Correct. 

Senator  Wheeler.  Now,  if  they  develop  83,000  horsepower  they 
would  have  an  energy  charge  of  $139,344,  or  a  total  for  the  Indians 
of  $243,744. 

Mr.  Collier.  Per  horsepower,  $2.87.  This  is  carried  on  up  to 
95,000  horsepower.  This  copy  gives  the  total  Indian  rental  as 
$366,275  for  100,000  used  horsepower.  They  had  it  up  to  11,000 
or  120,000,  but  this  is  all  I  copied  because  we  are  going  beyond  the 
reality  of  either  plant. 

Senator  Wheeler.  If  they  develop  100,000  horsepower,  under  this 
proposal  they  would  have  to  pay  the  Indians  $366,275  ? 

Mr.  Collier.  In  brief,  for  every  horsepower  above  68,000  they  add 
$8.16.    That  is  the  energy  charge. 

Senator  Wheeler.  In  addition  to  the  fixed  charge  which  has 
been  absorbed  below  the  68,000? 

Mr.  Collier.  Yes.  Now,  the  essential  point  is  this :  The  Montana 
Power  Co.  is  utilizing  this  power,  or  proposing  to  utilize  it,  in  their 
general  system,  the  system  with  its  miscellaneous  services.  The  com- 
petitor is  proposing  to  supply  only  industries  and  to  supply  them 
on  a  flat  rate  arrangement  whereby  they  would  contract  to  pay  $15 
per  horsepower  per  year  whether  they  used  it  or  not.  Actually,  the 
industries  working  night  and  day  would  use  it.  In  other  words, 
a  strictly  industrial  use  ftiay  be  maintained  on  a  100  per  cent  load 
factor,  and  the  mixed  use  falls  below  that  in  varying  degrees. 

Senator  Wheeler.  According  to  what  information  I  have,  and  I 
have  relied  upon  the  figures  given  me — I  mean  what  has  been  given 
me  by  the  department — I  take  it  for  granted  that  they  were  telling 
me  the  truth  about  it,  and  I  am  still  assuming  that  it  is  correct. 
Let  me  ask  you  this:  If  they  want  to  have  a  development  abov^ 
68,000  horsepower,  wouldn't  the  Montana  Power  Co.  be  making  mor> 
money  by  an  increased  development,  after  they  got  the  machinery  all 
in  there,  and  their  first  fixed  charge,  wouldn't  they  be  making  more 
money  by  an  increased  development? 

Mr.  Collier.  They  would  make  more  money  if  they  could  use 
the  power. 

Senator  Wheeler.  It  seems  to  me  it  would  be  only  logical,  looking 
at  it  from  their  own  selfish  interest,  that  they  would  want  to  use  all 
the  power  that  they  could  possibly  develop  there. 

Mr.  Collier.  It  would.  They  would  be  making  money  even  in 
the  face  of  this  heavy  energy  charge.  But  it  would  be  a  question 
as  between  paying  this  charge  and  generating  the  power  at  other 
sites,  already  owned  by  them,  where  they  would  have  no  rent  to  pay 
and  no  long  transmission  haul,  as  at  the  Flathead  with  their  mini- 
mum haul  of  140  miles. 

Senator  Wheeler.  My  understanding  is  that  they  are  going  to  use 
most  of  this  power  in  Anaconda. 

Mr.  Collier.  They  testified  that  they  are  not.  It  goes  into  their 
general  system.     There  have  been  statements  off  the  record,  for  a 
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term  of  years.  For  example,  that  the}-  w^re  contracting  for  various 
amounts  with  the  Anaconda  Copper  Co. — 4:0,000  horsepower  for  a 
new  zinc  plant. 

Senator  Wheeler.  That  has  always  been  my  understanding. 

Mr.  Collier.  And  yet  the  Montana  Power  Co.,  after  all  these  years, 
coming  fully  prepared  to  the  hearings  and  testifying  for  11  days, 
fails  to  assert  anything  of  the  kind  and  asserts,  on  the  contrary,  that 
the  Flathead  power  is  to  be  fed  into  the  general  system  for  miscel- 
laneous distribution. 

Senator  Wheeler.  Well,  practically  the  great  bulk  of  their  power 
in  Montana  is  used  for  industrial  purposes. 

Mr.  Collier.  Not  at  Anac(5nda,  but  all  over  the  State. 

Senator  Wheeler.  It  is  used  all  over  the  State. 

Mr.  Collier.  They  supply  industrial  and  other  markets  all  over. 

Senator  Wheeler.  Their  big  industrial  plants  are  in  Butte  and 
Anaconda. 

Mr.  Collier.  Great  Falls  is  nearer  Butte. 

Senator  Wheeler.  Great  Falls  is  nearer  Butte  than  this  ? 

Mr.  Collier.  Than  the  Flathead,  for  transmission  purposes. 

Senator  Wheeler.  I  understand  otherwise.  I  know  the  distance 
by  road.     From  Butte  to  Poison  it  is  135  miles. 

Mr.  Grorud.  It  is  200  miles. 

Senator  Wheeler.  But  you  cut  across  there  a  long  distance.  From 
Butte  to  Great  Falls  it  is  about  220  miles,  isn't  that  correct  ? 

Mr.  Grorud.  No;  about  ITO  miles. 

Senator  Wheeler.  It  is  75  miles  from  Butte  to  Helena,  and  it  is 
120  miles  by  automobile  road  from  Butte  to  Great  Falls.  I  am 
talking  about  automobile  road. 

Mr.  Grorud.  One  hundred  and  fourteen  miles. 

Senator  Wheeler.  One  hundred  and  fourteen  and  75 

Mr.  Grorud  (interrupting).  Seventy  miles  from  Helena. 

Senator  Wheeler.  Well,  my  automobile  registers  75.  Fi^om  Mis- 
oula  to  Butte  it  is  about  135  miles  by  automobile  road — 135  to  140, 
and  from  Misoula  to  Poison  it  is 

Mr.  Grorud  (interposing).  Seventy  miles. 

Senator  Wheeler.  My  thought  about  the  matter  is,  because  of  the 
fact  that  you  cut  right  straight  across,  that  Poison  was  nearer  Butte 
and  Anaconda  than  Great  Falls  was.     I  am  not  sure. 

Mi".  Collier.  Their  transmission  plant  dumps  the  power  at  the  end 
of  the  transmission  plant  at  Anaconda.  Hence,  whatever  the  dis- 
tances, it  would  be  long-circuited  to  Butte  by  their  plan. 

Senator  Wheeler.  My  judgment  is  that  it  would  be  nearer  Butte 
from  Anaconda  and  Poison  than  it  would  be  from  Great  Falls. 

Mr.  Collier.  That  may  be,  but  in  any  event 

Senator  Wheeler  (interrupting).  I  would  think  considerably 
shorter;  I  am  not  sure  about  that. 

Mr.  Collier.  It  is  in  any  event  admitted  that  the  industrial  ratio 
of  power  use  is  unusually  heavy — perhaps  heavier  than  in  anv  other 
State. 

Senator  Wheeler..  The  great  big  bulk  of  it  is  used  in  Butte  and 
Anaconda. 

Mr.  Collier.  Now,  it  is  on  the  basis  of  their  experience  with  the 
use  factor  for  this  industrial  load  that  the  Montana  Power  Co.  have 
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arrived  at  68,000  horsepower  for  the  ultimate  average  output  from 
the  Flathead  site.  That  is  the  way  they  worked  it  out  through  the 
hearings.  I  can't  conceive  of  any  motive  that  they  would  have  for 
perjuring  themselves. 

Senator  Wheeler.  Let  me  ask  you  this,  just  for  my  information: 
Notwithstanding  the  fact  that  they  would  have  to  pay  this  rental 
to  the  Indians,  isn't  the  cost  of  producing  power  at  Poison  cheaper 
than  it  would  be  at  Great  Falls,  by  reason  of  the  fact  that  they  have 
this  areat  basin,  and  by  reason  of  that  fact  they  have  got  other 
conditions  at  Poison  which  would  make  the  production  of  energy 
there  cheaper  than  it  is  at  any  place  else  in  Montana  ? 

Mr.  Collier.  That  I  can  not  answer.  We  must  assume  so,  be- 
cause  

Senator  Wheeler  (interrupting).  I  was  talking  with  one  of  the 
representatives  of  the  Indian  Bureau  and  he  said  that  that  was  so. 
And  they  were  figuring  that,  because  of  that  fact,  they  would  de- 
velop power  at  Poison  to  the  fullest  extent  that  they  could. 

Mr.  Collier.  I  presume  that  may  be  admitted  for  the  sake  of  argu- 
ment. And  if  the  Montana  Power  Co.,  in  its  system  or  otherwise, 
could  use  the  80,000  horsepower  instead  of  68,000,  and  could  generate 
it  with  their  efficiency  factor  and  with  their  proposed  storage  total^ 
I  think  they  could. 

Senator  Wheeler.  Yes. 

Mr.  Collier.  But  it  happens  that  they  have  elaborately  demon- 
strated that  they  can  not  and  will  not. 

Senator  Wheeler.  You  mean  that  they  can  not  develop  that? 

Mr.  Collier.  That  they  can  not  use  on  an  average  more  than  68,000 
of  energy  from  their  proposed  installation  because  of  the  nature  of 
their  load  factor. 

Senator  Wheeler.  Why  is  that  so  ?  This  is  something  like  Greek 
to  me.  Let  me  ask  you  this :  If  Walter  Wheeler  can  develop  or  use 
80,000  horsepower,  is  it  not  a  certainty  that  anybody  can  do  it  ? 

Mr.  Collier.  Yes;  anybody  can  develop  it. 

Senator  Wheeler.  If  he  can  use  it  why  can't  they  use  it  ? 

Mr.  Collier.  Because  his  plan  is  exclusively  industrial;  theirs  is 
not. 

Senator  Wheeler.  Theirs  is  not.  Of  course,  you  are  assuming 
that  he  would  use  it  if  he  could  get  it  in  there. 

Mr.  Collier.  And  the  others  would  do  it.  I  would  say  this.  Sena- 
tor, about  all  this:  I  have  myself  discussed  this  A^ery  matter  at 
length  with  the  Secretary  of  the  Interior  and  Mr.  Scattergood  only 
the  other  day.  There  are  record  hearings  in  which  days  were 
devoted  to  this  subject.  The  Montana  Power  Co.'s  engineers  stated 
the  maximum  of  what  they  were  going  to  do.  I  suggest  that  it  is 
wholly  improper  for  the  Federal  Power  Commission  or  the  Secretary 
of  the  Interior,  off  the  record,  and  after  closing  the  record,  to  be 
putting  the  record  aside  as  though  it  were  of  no  weight  and  proceed- 
ing on  the  basis  of  an  entirely  new  set  of  assumptions  which  conflict 
with  the  record. 

Senator  Wheeler.  I  am  not  sure  that  I  can  agree  with  you  on 
that.  After  all,  the  Secretary  of  the  Interior  and  the  Federal  Power 
Commission  are  there  as  a  jury,  or  judges.  Now,  if,  for  instance^ 
a  man  comes  in  and  testifies  that  such  and  such  is  the  fact,  they 
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dodi't  have  to  find  it  as  a  fact  because  he  says  so.  The  Muntana 
Power  Co.  might  say,  in  order,  perhaps,  to  get  it  as  cheaply  as  they 
can:  "All  we  can  develop  here  is  68,000  horsepower."  If,  however, 
the  department  should  find  from  their  own  engineers  that  instead 
of  being  able  to  develop  68,000  horsepower,  they  could,  as  a  matter 
of  fact,  develop  and  use  100,000  horsepower,  you  wouldn't  say,  of 
course,  that  they  should  take  the  figures  given  by  the  Montana 
Power  Co.,  providing  they  find,  as  a  matter  of  fact,  that  the  Mon- 
tana Power  Co.'s  figures  as  submitted  were  not  correct,  would  you? 

Mr.  Collier.  I  would  say  this.  Senator 

Senator  Wheeler  (interrupting).  That  is  what  every  judge  and 
every  jury  would  do. 

Mr.  Collier.  In  a  case  of  this  character,  and  especially  where  so 
large  a  question  of  Indian  property  rights  and  of  the  public  interest 
is  involved,  decisions  ought  to  be  reached  on  the  basis  of  facts  and 
considerations  capable  of  being  put  on  paper,  and  should  not  rest 
on  mere  opinions,  particularly  when  those  opinions  go  exhaustively 
against  sworn  testimony — against  the  testimony  of  the  very  men 
who  are  going  to  benefit  by  those  informal,  unsupported  opinions. 

Senator  Wheeler.  Suppose,  for  instance,  that  the  Montana  Power 
Co.  and  Mr.  Walter  H.  Wheeler  went  up  there.  One  says,  ''  I  will 
develop  100,000  horsepower  " ;  and  the  other  says,  "  The  most  that 
can  be  developed  there  would  be  68,000  horsepower  " ;  and  the  Secre- 
tary of  the  Interior  says  neither  one  of  these  people  is  right  about  it : 
"  My  own  experience,  my  own  engineers,  regardless  of  either  one 
of  these  men,  says,  as  a  matter  of  fact,  they  can  develop  and  can 
use  68,000  horsepower  " ;  should  he  not  be  guided  by  impartial  ex- 
perts that  have  no  interest  one  way  or  another  ? 

Mr.  Collier.  At  the  hearing  all  these  experts  were  present  and 
were  cross-examined.  A  lot  of  the  evidence  was  built  up  by  Gov- 
ernment witnesses.  It  is  strange  they  didn't  find  out  any  of  this 
until  after  the  hearings  were  closed.  Besides,  who  are  the  experts? 
Are  they  the  experts  who  prepared  that  War  Department  set-up 
which  has  been  completely  destroyed  by  criticism? 

•Senator  Wheeler.  I  am  assuming,  at  least,  that  the  Army  engi- 
neers are  not  crooks,  that  they  are  honest,  and  that  they  know  their 
profession.  Now,  if  you  start  out,  of  course,  by  assuming  that  the 
Army  engineers  are  dishonest  or  incapable,  then  I  would  say,  of 
course,  that  you  ought  to  disregard  them,  but,  on  the  other  hand, 
if  they  are  honest  and  capable,  then  I  would  prefer  to  take  the  views 
of  disinterested  persons  tnan  I  would  take  the  evidence  of  somebody 
whose  judgment  might  be  influenced  by  his  employer  one  way  or 
another. 

Mr.  Collier.  Then,  I  should  say  that  if  the  Army  engineers  are 
giving  this  advice — have  adopted  this  changed  view — they  must  have 
made  some  report  to  that  effect;  and  if  they  made  a  report  to  that 
effect  it  would  be  a  report  that  could  be  looked  at  from  the  point 
of  view  of  seeing  what  is  in  it.  That  would  be  one  of  the  documents 
for  this  committee  to  get. 

Senator  Wheeler.  But,  as  a  matter  of  fact,  this  committee  hasn't 
got  the  decision  of  the  matter. 

Mr.  Collier.  It  has  the  power  to  subpoena  documents. 
Senator  Wheeler.  Yes;  of  course.     I  don't  see  any  reason  why 
there  should  be  any  secrecy  about  this  thing.     I  think  it  ought  to  be 
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perfect!}^  frank  and  open  for  anybody  to  know  what  is  going  on  in 
one  of  the  departments  of  the  Government. 

Mr.  Collier.  If  they  made  such  a  report,  contradicting  the  Mon- 
tana Power  Co.'s  engineering  plans  and  sAvorn  evidence,  it  has  not 
been  referred  to  in  any  conversation  that  I  have  heard.  But  assum- 
ing that  the  department  has  a  report  of  the  Army  engineers  contro- 
verting the  record  testimony,  and  alleging  that  the  Montana  Power 
Co.  is  going  to  us,  say,  80,000  horsepower,  not  68,000,  I  would  say 
that  the  mere  existence  of  such  an  opinion  by  them  had  no  persua- 
sive value.  As  sufficient  argument  I  remind  you  of  that  rental  set-up 
prepared  by  them  and  discussed  here  on  the  25th  of  March.  It  is 
now  admitted  that  the  criticisms  made  against  that  set-up,  of  its 
false  data  and  erroneous  computations,  was  accurate.  There  is  not 
necessarily  any  question  of  the  dishonesty,  there  is  the  proved  fact 
of  amazing  and  reckless  incompetency  on  the  part  of  these  official 
engineers. 

Senator  Wheeler.  You  have  either  got  to  say  one  or  the  other ;  you 
have  either  got  to  say  incompetence,  or 

Mr.  Collier  (interrupting).  Well,  incompetence,  I  Avould  say.  The 
engineers  who  have  been  in  charge  for  a  term  of  years,  who  submit 
a  proposal  to  the  Secretary  of  the  Interior  called  for  by  him,  called 
for  by  one  of  the  Montana  Senators — Senator  Walsh  asked  for  it — • 
are  incompetent.  I  could  mention  their  blunder,  so  damaging  to  the 
Indian  rental  claim,  in  the  important  matter  of  transmission  losses. 
They  jumped  these  from  7.4  per  cent  to  19.4  per  cent,  or  more  than 
doubled  up  the  transmission  losses,  thus  reducing  the  Indian  revenue 
by  $54,000  a  year.  They  have  made  amateurish  assumptions  and 
imparted  false  data  which  they  can  not  and  will  not  defend. 

Another  example :  Thev  estimated  an  identical  transmission  line 
investment  for  220,000,000  kilowatt-hours  and  for  690.000,000  kilo- 
watt-hours of  energy.     High-school  boys  would  do  better. 

Senator  Pine.  Why  should  losses  on  the  transmission  lines  be  con- 
sidered at  all  in  determining  the  value  of  this  site  ? 

Mr.  Collier.  Because  in  the  War  Department  set-up  thej^  were 
working  back  from  the  revenue  derived  by  the  company  at  the  end 
of  the  transmission  line  in  Anaconda  after  transmitting  the  power 
140  miles. 

Senator  Pine.  Why  not  determine  the  value  of  the  power  at  the 
site  ? 

Senator  Wheeler.  That  is  what  they  have  attempted  to  do  here. 

Mr.  Collier.  Another  item.  They  arbitrarily  boosted  the  capital 
investment  of  the  company  by  nearly  a  million  dollars,  thus  increas- 
ing the  fixed  charges  and  cutting  the  Indian  revenue. 

Senator  Wheeler.  If  what  you  say  about  the  Army  engineers  is 
correct,  I  think  we  ought  to  have  some  different  engineers  there. 

Mr.  Collier.  That  is  evident.  Another  item.  They  devised  a 
scheme  for  determining  the  Indian  rentals  by  acreage,  and  then  they 
said  that  the  Indian  acreage  is  only  25  per  cent  of  the  project.  It 
is  now  admitted  at  the  department  that  the  Indian  acreage  is  more 
than  46  per  cent  of  the  project,  and  this  new  rental  proposal  is  predi- 
cated on  46  per  cent,  but  the  Army  engineers  predicated  their  scheme 
on  25  per  cent,  thus  cutting  down  still  further  the  rental  to  the 
Indians. 
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Senator  Wheeler.  I  understand  that  the  Secretary  of  the  Interior 
has  stated  that  he  will  not  grant  permits  on  any  of  the  sites  except- 
ing on  the  first  site ;  at  any  rate,  not  at  this  time. 

Mr.  Collier.  I  don't  know  about  that. 

Senator  Wheeler.  My  understanding  is,  that  no  matter  who  gets 
it  he  will  only  grant  a  license  upon  the  first  site.  Now,  Mr.  Wheeler's 
proposal  was  $1.12i/^.  What  was  his  testimony  in  the  record  as  to 
how  much  he  would  use  ? 

Mr.  Collier.  Two  hundred  and  fourteen  thousand  horsepower  on 
the  five  sites. 

Senator  Wheeler.  On  the  first  site  ? 

Mr.  Collier.  One  hundred  and  five  thousand  horsepower  on  the 
first  site. 

Senator  Wheeler.  One  hundred  and  five  thousand  horsepower  on 
the  first  site.  If  he  developed  105,000  horsepower  on  the  first  site 
at  $1,121/^,  and  the  others  developed  105,000,  or  whoever  developed 
105,000,  according  to  this,  would  have  to  pay  in  the  neighborhood 
of  $400,000  for  the  first  site  alone. 

Mr.  Collier.  Yes.  I  am  coming  to  that  now.  Although,  I  may 
say.  Senator,  that  the  so-called  bid  by  each  person — the  Montana 
Power  Co.  at  $1,  and  the  Wheeler  bid  at  $1.1214,  to  the  Indians, 
were  merely  initial  proposals.  Mr.  Wheeler,  according  to  his  testi- 
mony here,  has  never  been  consulted  about  improving  his  bid.  While 
the  Montana  Power  Co.  has  been  in  almost  continuous  conference, 
in  executive  session  and  off  the  record,  as  to  what  readjustments  it 
would  make,  he  has  never  been  called  into  conference. 

Senator  Wheeler.  My  understanding  with  reference  to  that,  and 
I  have  talked  with  some  in  the  department,  is  that  if  Mr.  Wheeler 
had  any  other  proposal  to  make  the  department  would  be  only  too 
glad  to  hear  it,  but  they  say  he  hasn't  made  any  other  proposal. 

Mr.  Collier.  I  am  not  endeavoring  to  argue  his  case  at  all.  But 
I  want  to  go  on  now,  and  here  we  are  forced  into  consideration  of 
competing  bids.  I  repeat  the  controlling  fact :  The  record  hearings 
exhaustively  establish  that  68,000  is  the  ultimate  average  which  the 
Montana  Power  Co.  under  its  present  operating  conditions  can 
develop. 

Senator  Wheeler.  You  don't  mean  can  develop,  but  can  use? 

Mr.  Collier.  Can  use.  Generate  and  use.  If  there  be  new  data 
upsetting  that  testimony,  such  data  ought  to  be  laid  before  the  inter- 
ested parties,  and  ought  not  to  be  merely  a  thing  remote  and  arbitrary 
judgment  in  the  department.  If  the  data  has  been  furnished  by 
Army  engineers,  the  record  does  not  give  one  a  very  strong  confidence 
in  its  value. 

Senator  Wheeler.  With  reference  to  that — you  assumed  a  moment 
ago,  and  stated  you  would  take  it  as  a  fact,  that  if  they  could  develop 
more  it  would  be  to  their  interest  to  use  it. 

Mr.  Collier.  They  can  develop  more. 

Senator  Wheeler.  Then  it  would  be  to  their  interest  to  use  it, 
wouldn't  it? 

Mr.  Collier.  Not  if  their  system  can't  absorb  it. 

Senator  Wheeler.  Of  course,  if  they  haven't  got  the  industries  to 
use  it,  they  couldn't  use  it.  On  the  other  hand,  unless  Mr.  Wheeler 
can  come  in  and  bring  in  some  industries,  then  he  couldn't  use  any 
e<  it. 
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Mr.  Collier.  That  is  the  essential  question,  of  course,  as  between 
the  competitors. 

Senator  Wheeler.  Yes;  but  as  between  the  two  competitors,  it 
seems  to  me  that  that  is  the  vital  question  involved. 

Mr.  Collier.  I  will  say  this,  that  if  the  Montana  Power  Co. 
has  in  fact  laid  before  the  department  a  totally  new  scheme  that  has 
changed  this  factor,  and,  in  consequence,  has  changed  the  revenue 
factor — if  they  have  done  that  and  have  departed  from  the  record, 
then  it  is  indefensible  for  the  department  to  adjudicate  the  matter 
without  first  reoj^ening  the  case,  rehearing  it,  and  incorporating  the 
new  facts,  if  they  be  facts,  in  some  public  record.  What  was  the 
purpose  of  the  hearings?  They  cost  a  lot  of  money  to  all  parties. 
The  Montana  Power  Co.  didn't  come  into  them  unprepared;  they 
had  been  preparing  for  years.  They  had  spent  over  $200,000  getting 
ready  for  these  hearings.  They  came  in  and  laid  before  the  Federal 
Power  Commission  and  the  Secretary  of  the  Interior  what  they  w^ere 
going  to  do,  how  much  money  they  were  going  to  spend  and  how 
much  money  they  were  going  to  make,  and  everything  relevant. 
And  they  argued  it  for  2.000  pages,  and  it  would  be  preposterous  for 
them  thereafter,  off  the  record,  to  change  the  whole  basis — and  to  be 
allowed  secretly  to  change  it,  and  on  secret  facts  to  get  the  license. 
That  is  one  of  the  essential  evils  of  this  whole  situation.  It  is  a  star- 
chamber  procedure. 

These  new  Government  officials  appear  to  have  no  idea  of  what  is 
proper  for  public  officials.  Their  methods  appear  to  be  as  whimsical 
and  arbitrary  as  if  they  were  dealing  with  their  own  private  prop- 
erty. The  results  which  are  appearing  are  what  you  would  expect 
from  such  methods. 

Senator  Wheeler.  I  think  some  criticism  would  probably  be  justi- 
fied. What  I  am  interested  in  is  not  what  they  testified  to,  nor  what 
Walter  Wheeler  testified  to.  I  am  not  interested  as  much  in  that 
as  I  am  in  the  ultimate  fact.  I  don't  care  for  the  conclusions  of  the 
statements  of  those  fellows;  what  I  am  interested  in  is  what  is  the 
actual  fact,  how  much  can  be  developed,  how  much  is  going  to  be 
used,  and  how  much  rental  are  the  Indians  going  to  get  out  of  it. 

Senator  Pine.  But  the  record,  as  I  understand  it,  shows  that  in 
their  judgment  they  can  use  68,000  horsepower  and  no  more. 

Mr.  Collier.  No  more. 

Senator  Pine.  That  is  their  opinion  at  this  time,  and  they  are  the 
best  judges  of  what  they  can  utilize.  If  a  contract  is  made  with 
them  it  must  be  made  on  that  basis.  Then  it  would  be  hard  to 
compel  them  to  use  more  than  68,000. 

Senator  Wheeler.  But  they  would  have  to  use  68,000,  or  pay  for 
68,000. 

Senator  Pine.  They  would  pay  for  it  whether  they  used  it  or  not. 

Senator  Wheeler.  They  would  pay  for  68,000  whether  they  used 
it  or  not. 

Senator  Pine.  And  they  say  that  that  is  their  limit. 

Senator  Wheeler.  They  say  that  is    the  limit  they  can  use. 

Senator  Pine.  And  if  they  are  granted  a  contract  or  license,  they 
are  licensed  on  that  record. 

Senator  Wheeler.  No;  it  is  not  necessary  for  the  department  to 
license  them  on  that  record  at  all. 
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Senator  Pine.  What  would  bind  them,  then  ? 

Senator  Wheeler.  The  department  isn't,  as  a  matter  of  fact,  neces- 
sarily guided  by  the  testimony  of  either  one  of  these  parties. 

Senator  Pine.  What  is  the  record  for  ? 

Senator  Wheeler.  They  say  they  can  only  use  68,000  horsepower, 
but  assuming  they  can  possibly  develop  85,000  horsepower,  we  will 
say,  and  according  to  Mr.  Wheeler,  and  according  to  everybody,  they 
can  develop  85,000  horsepower,  it  is  to  their  interest  to  use  it,  because 
above  the  68,000  horsepower  they  are  going  to  make  more  money 
than  by  just  operating  at  68,000  horsepower. 

Senator  Pine.  Now,  I  assume  that  they  know  their  interests  better 
than  I  do,  and  if  they  could  use  more  than  68,000  horsepower,  I  as- 
sume that  they  would  say  so. 

Senator  Wheeler.  But  assuming  ihat  you  build  a  dam,  or  I  build  a 
<Iam,  and  say  w^e  can  use  only  68,000,  but  assuming  that  we  can  develop 
.85,000,  wouldn't  it  be  to  our  interest  to  use  85,000  rather  than  68,000  ? 

Senator  Pine.  Under  certain  conditions,  it  would  l)e,  and  under 
cei-tain  conditions  it  might  not  be.  I  don't  know  the  conditions,  but 
they  do,  and  it  seems  to  me  that  if  they  could  use  more  than  68,000 
horsepower  they  would  say  so. 

Senator  Wheeler.  They  are  not  running  an  eleomosynary  institu- 
tion. If  they  can  make  more  money  by  using  85,000  horsepower, 
they  are  going  to  use  85,000.  That  is  common  horse  sense.  If  you 
.drill  an  oil  well  and  100  barrels  a  day  come  in,  I  assume  that  you 
are  not  going  to  say  you  can  use  only  68,000  barrels.  Suppose  you 
say  to  the  department,  "  I  want  a  permit.  I  can  use  30.000  barrels 
of  oil."  You  drill  a  well.  The  well  comes  in  with  60,000  barrels. 
You  are  not  going  to  throAv  away  30,000  barrels  of  oil.  If  you  can 
make  more  money  from  using  the  other  30,000  barrels  you  are  going 
to  make  it. 

Senator  Pine.  They  can  probably  produce  this  power  at  some 
other  point  at  less  cost. 

Senator  Wheeler.  I  understand  not.  That  isn't  their  contention, 
at  least.  The  contention  of  everybody  is  that  that  is  the  cheapest 
development  in  the  whole  State  of  Montana. 

Mr.  Collier.  Leaving  out  the  transmission  factor. 

Senator  Wheeler.  Yes;  leaving  out  the  transmission  factor. 

Mr.  Collier.  It  has  a  long  haul.  I  am  going  to  try  to  conclude 
quicklv  now.  I  want  to  resume  by  stating  sharply  why  I  have  tried 
to  make  this  issue  about  the  68,000  horsepower,  and  I  will  put  it  in 
this  way:  That  I  assert  or  charge  that  the  new  rental  set-up  holds 
down  the  rent  that  the  Montana  Power  Co.  will  have  to  pay  to  a 
figure  $31,600  below  what  the  Montana  Power  Co.  four  months  ago 
said  it  was  ready  and  able  to  pay. 

Senator  Wheeler.  How  do  you  figure  that? 

Mr.  Collier.  That  I  covered  before  you  came  in. 

Senator  Wheeler.  You  said  they  were  ready  and  willing  to  pay 
more. 

Mr.  Collier.  $136,000  a  year  rent  for  68,000  horsepower. 

Senator  Wheeler.  Thej  testified  to  that? 

Mr.  Collier.  They  testified  to  that — that  the  rent  was  going  to  be 
<?plit  between  the  whites  and  the  Indians — a  dollar  each. 

Senator  Wheeler.  They  testified  to  that? 

Mr.  Collier.  Yes. 
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Senator  Wheeler.  I  didn't  know  that. 

Mr.  Collier.  The  whites  have  been  quietly  dropped  out  of  this 
situation,  tee-totally,  so  far  as  the  data  in  this  new  rental  proposal 
indicates.  This  new  rental  proposal  doesn't  make  any  provision 
for  losses  through  furnishing  cheap  power  to  the  irrigation  district. 
The  Indian  rental  has  been  pushed  up  beyond  the  dollar,  and  the 
whites  have  been  put  out  of  the  picture,  but  the  net  amount  that  the 
company  said  it  was  going  to  pay  was  $2 — $1  for  the  Indians,  and 
$1  for  the  whites. 

Senator  Wheeler.  You  say  the  whites  have  been  completely 
pushed  out  of  the  picture.  That  isn't  my  understanding  with  refer- 
ence to  that.  My  understanding  is. that,  as  a  matter  of  fact,  the 
Montana  Power  Co.,  or  whoever  gets  the  license,  is  going  to  be  com- 
pelled to  give  the  white  settlers  out  there  what  they  actually  ask. 

Mr.  Collier.  That  is  a  very  interesting  statement. 

Senator  AVheeler.  That  statement  has  been  made  to  me  by  the 
Secretary  of  the  Interior,  and  I  am  assuming  that  he  is  telling  me 
the  truth.  You  say  they  have  been  pushed  out  of  the  picture.  He 
says  they  have  not. 

Mr.  Collier.  Let  me  show"  you.  Your  information  brings  us  to 
the  main  evil  of  this  whole  deal  as  proposed.  The  whites  are  pushed 
out  of  the  picture  in  this  rental  set-up.  This  rental  set-up  figures  the 
total  income,  the  total  rent,  the  total  fixed  charges  of  all  kinds,  the 
total  interest,  and  the  total  return.  It  all  Avorks  out  exactly  and 
there  is  not  a  cent  for  the  settlers,  not  a  cent  for  loss  through  sup- 
plying cheap  power  to  the  settlers.  Such  is  the  rental  set-up  for 
power  site  Xo.  1. 

Senator  Wheeler.  The  rental  set-up  for  power  site  Xo.  1. 

Mr.  Collier.  Now,  then,  in  this  rental  set-up  there  is  no  pro- 
vision  

Senator  Wheeler  (interrupting).  Of  course,  the  contention  of  the 
Secretary  of  the  Interior  and  of  the  Indian  Bureau  with  reference  to 
that  is  that  by  reason  of  the  development  of  site  No.  1  they  will  get 
some  benefits  on  their  Thompson  Falls  site,  and  that  the  Montana 
Power  Co.  agrees  to  give  the  settlers  out  of  the  Thompson  Falls  site 
the  increased  amount  of  energy  that  the.v  would  get. 

Mr.  Collier.  Does  the  Rocky  Mountain  Power  Co.  get  any  money 
out  of  Thompson  Falls  ? 

Senator  Wheeler.  No. 

Ivlr.  Collier.  Who  gets  it  ? 

Senator  Wheeler.  The  Montana  Power  Co.  gets  it. 

Mr.  Collier.  This  is  absolutely  crucial.  I  want  to  get  clear  first 
that  this  set-up,  Avhich  deals  with  the  Rocky  Mountain  Power  Co., 
makes  no  provision  for  the  settlers.  And  the  next  point  is  this, 
that  this  set-up  adopts  a  revenue  figure  which  is  the  assumed  sales 
price  the  Rocky  Mountain  Powder  Co.  is  to  get  from  the  Montana 
Power  Co.  The  profit  on  the  Flathead  power  is  here  assumed  to  be 
only  the  profit  that  the  Rocky  Mountain  Power  Co.  makes  on  the 
Plathead  by  selling  to  the  Montana  Power  Co.,  its  owner.  They 
have  eliminated  from  the  computation  and  from  the  determination 
of  the  Indian  rentals  the  profit  which  the  Montana  Power  Co.  will 
make  on  the  Flathead  power.  This  is  crucial.  The  record  hearings 
l^efore  the  Power  Commission  show  the  officers  of  the  Government 


3556     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES  ' 

insisting,  without  one  deviation,  upon  the  fact  that  the  Government 
is  dealing  with  the  Montana  Power  Co.,  and  not  just  with  a  dummy, 
and  that  the  Government  is  duty  bound  to  consider  the  revenue 
made  by  the  Montana  Power  Co.  from  the  operations  at  the  Flat- 
head site.  The  reason  why  the  Assistant  Commissioner  of  Indian 
Affairs  covered  himself  with  glory  and  made  the  Montana  Power 
Co.  angry  was  that  he  compelled  them  to  bring  into  the  record,  and 
helped  Accountant  King,  of  the  Federal  PoAver  Commission,  to  bring 
into  the  record,  the  facts  as  to  what  the  Montana  Power  Co.  was 
going  to  make  out  of  this  Flathead  power,  and  he  insisted  that  the 
Indian  rental  should  be  a  fraction  of  the  excess  profit  made  by  the 
Montana  Power  Co.  from  the  Flathead  site.  That  excess  profit  is 
$10.31  on  each  horsepower  developed. 

Senator  Wheeler.  Above  what  figure  ? 

Mr.  CoixiER.  At  the  used  power  level  of  68,000,  the  figure  around 
which  all  these  hearings  as  affecting  the  Montana  Power  Co.  re- 
volved. 

Now,  what  is  the  Kocky  Mountain  Power  Co.?  It  is  a  dummy 
created  by  the  Montana  Power  Co.  Its  capital  stock  is  $500,000; 
paid  in  capital,  $1,000.  The  Montana  Power  Co.'s  president  is 
John  D.  Ryan.  The  same  officers,  the  same  directors;  and  in  the 
record  is  found  a  letter,  or  the  substance  of  a  letter — I  do  not  remem- 
ber which — which  states  that  the  Montana  Power  Co.  Avill  finance 
the  Rocky  Mountain  Powder  Co.  on  the  condition  that  the  Rocky 
Mountain  Power  Co.  sells  all  its  power  to  the  Montana  Power  Co. 
on  terms  approved  by  its  president,  Mr.  Ryan,  who  is  the  president 
of  the  Montana  Power  Co.  Now,  there  has  been  no  pretense  at  any 
time  that  the  Rocky  Mountain  Power  Co.  was  anything  but  a  book- 
keeping device  and  a  dummy. 

Now,  look  what  they  have  done.  Mr.  Scattergood's  record  has  been 
turned  absolutely  upside  down.  The  officials  now  restrict  the  reve- 
nue and  the  net  earnings  to  that  fictitiously  low  revenue  and  net 
income  of  the  Rocky  Mountain  Power  Co.  to  be  paid  through  a  book- 
keeping transaction  with  the  Montana  Power  Co.  That  is  what  they 
do  when  the  Indian  rental  is  being  transferred  to  John  D.  Ryan's 
pocket.  But  when  they  are  dealing  with  the  white  settlers  whose 
political  support  is  needed  they  discover  the  Rocky  Mountain  Power 
Co.  and  they  find  that  they  have  an  authority  and  a  duty  to  top 
that  company's  excess  profits.  At  the  Power  Commission  hearings 
Mr.  Scattergood  insisted  that  $200,000  of  increased  revenue  from 
Thompson  Falls  should  be  considered  a  factor  in  determining  Indian 
rentals.  The  excess  profit  is  Montana  Power  Co.  profit.  Now,  he 
and  the  whole  Interior  Department  insist  that  the  Thompson  Falls 
profits  are  beyond  Government  reach  or  consideration  for  Indian 
purposes.  But  now  we  find  outside  of  the  set-up  and  not  revealed  in 
it  an  arrangement  negotiated  by  officers  of  the  Government  predi- 
cated on  the  Montana  Power  Co.  earnings  from  Thompson  Falls. 

I  here  raise  the  question  of  whether  Assistant  Commissioner  Scat- 
tergood, who  insisted  that  the  profits  and  excess  profits  of  the  Mon- 
tana Power  Co.  must  be  considered  and  were,  for  rental  fixing  and 
otherwise,  within  the  reach  of  the  Government,  has  reversed  his 
position.  He  has  reversed  it  in  conversation  with  me.  Has  he 
officially  abandoned  his  record?     If  he  has  not  abandoned  his  posi- 
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tion  and  has  not  adopted  this  absolutely  changed  position,  namely, 
that  the  dummy  is  the  be-all  or  the  end-all,  then  is  this  reversal  being 
put  into  effect  against  his  protest  ? 

In  any  event,  whether  he  has  or  has  not  abandoned  his  earlier 
record,  this  new  official  position  is  indefensible.  It  is  outrageous 
to  restrict  the  Indian  rental  to  a  fraction  of  that  purely  bookkeeping 
profit  which  the  Rocky  Mountain  Power  Co.  is  estimated  to  receive 
from  the  Montana  Power  Co. 

Senator  Wheeler.  I  can  see  your  point  very  clearly. 

Mr.  Collier.  It  is  a  difference  of  $200,000  rental  a  year  at  the 
minimum,  adverse  to  the  Flathead  tribe. 

Senator  Wheeler.  Yes;  I  understand  that.  But  isn't  it  the  duty 
of  the  department  to  get  the  best  figure  they  can  for  the  Indians? 
Now,  suppose,  for  instance,  that  there  are  two  bidders  there,  as  there 
are  in  this  case,  and  both  of  them  should  say  that  they  couldn't 
afford  to  pay  and  wouldn't  pay  more  than  so  much;  what  is  the 
attitude  of  the  proper  department  ? 

Mr.  Collier.  The  departi)ient  would  choose  between  delaying  the 
issuance  of  the  license  and  accepting  what  price  it  could  get.  But 
I  insist  that  it  is  not  the  duty  of  the  department  to  precipitate  the 
Indians  into  an  irrevocable  50-year  arrangement  to-day,  under  con- 
ditions extremely  unfavorable  to  the  Indians  and  the  public,  if  there 
is  a  chance  of  getting  a  more  favorable  result  next  year. 

Senator  Wheeler.  But  suppose  they,  after  all,  have  to  decide  on 
something,  and  they  say,  ''  This  is  the  very  best  we  can  get."  Isn't 
it  the  duty  of  the  department  under  these  circumstances,  in  view  of 
the  fact  that  the  site  has  lain  idle,  to  rent  it  for  the  very  best  price 
they  can  get,  instead  of  getting  nothing  at  all  ? 

Mr.  Collier.  I  should  say  that  it  is  the  duty  of  the  department  to 
act  publicly,  and  exhaust  all  negotiations,  and  then  to  decide  as 
wisely  as  it  can,  and  not  to  abuse  its  discretion. 

Senator  Wheeler.  That  is  what  I  am  assuming  they  are  doing. 

Mr.  Collier.  That  would  seem  to  me  to  be  axiomatic,  and  they  are 
not  doing  it.  Understand,  Senator,  all  this  rental  that  we  are  talking 
about  is  being  paid  on  profits  above  the  allowed  return. 

Senator  Wheeler.  I  agree  with  you  entirely.  I  think,  as  a  mat- 
ter of  fact,  that  they  can  pay  more,  notwithstanding  that  Mr. 
Wheeler  felt  that  he  couldn't  pay  any  more.  That  is  what  I 
gathered  from  my  conversation  with  him,  that  he  couldn't  pay  this 
figure.  If  that  is  true,  in  saying  that  he  couldn't,  or  wouldn't,  and 
if  the  Montana  Power  Co.  says,  "  We  will  pay  you  this,  and  this  is 
all  we  will  pay,"  then  it  seems  to  me  that  the  department  would 
have  to  decide  on  the  facts  as  it  knows  them. 

Mr.  Collier.  No,  not  yet.  Senator,  because  this  is  the  situation — 
if  they  are  going  to  let  out  this  site  under  the  conditions  they 
contemplate,  using  only  68,000  horsepower,  then  surely  their  duty 
would  be  not  to  go  out  and  get  a  rental  even  below  what  the  ap- 
plicant has  offered,  but  on  the  contrary  to  do  what  they  insisted 
they  were  going  to  do — to  ascertain  and  take  into  account  the 
actual  excess  profits,  and  if  need  be  to  take  a  longer  time  to  nego- 
tiate, and  to  hunt  for  competition  instead  of  outlawing  competi- 
tion, and  to  secure  a  decent  share  of  these  excess  profits  to  the 
Indians.  Assuming  that  whole  thing  is  going  to  be  determined 
on  the  acreage  basis 
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Senator  Wheeler  (interrupting).  This  is  not  on  the  acreage 
basis.     This  is  on  the  amount  of  power  they  develop. 

Mr.  Collier.  This  new  proposal,  like  the  War  Department  pro- 
posal, uses  the  acreage  basis — estimated  acreage  46  per  cent ;  Indian 
share  of  the  profits,  46  per  cent. 

Senator  Wheeli:r.  That  isn't  my  understanding. 

Mr.  Collier.  What  is  your  understaJnding — that  they  are  to 
give  all  the  excess  profits  to  the  Indians  ? 

Senator  Wheeler.  No,  if  they  fix  a  minimum  above  $104,000, 
then  above  that  if  they  figure  out  the  profits  of  the  Montana  Power 
Co.,  or  the  Rocky  Mountain  Power  Co.,  or  both  of  them,  wdiatever 
it  is — I  have  assumed  that  they  were  dealing  with  the  Montana 
Power  Co.,  and  that  thev  were  figuring  wdiat  is  the  best  they  can 
get  above  $104,000. 

Mr.  Collier.  They  are  figuring  on  the  best  they  can  get — 46 
per  cent  of  the  diminished  profits  of  the  Rocky  Mountain  Power 
Co.  dummy. 

Senator  Wheeler.  If  they  are  figuring  that  way,  then  I  would 
say  they  are  figuring  wrong.  But  I  am  assuming  that  what  they 
are  doing  is  simply  figuring  wdiat  is  the  best  they  can  get  above 
this  figure  on  the  amount  of  horsepower  that  is  being  used. 

Mr.  Collier.  No,  they  are  taking  the  assumed  switchboard  reve- 
nue of  the  Rocky  Mountain  Power  Co.  From  that  figure,  less  costs, 
interest  and  profit,  they  are  deriving  a  figure  that  ought  to  be  paid 
to  the  Indians  on  the  46  per  cent  of  acreage  basis.  They  are  not 
taking  the  Montana  Power  Co.'s  revenue,  but  the  Rocky  Mountain 
Power  Co.'s  revenue.  This  is  a  straight  computation  from  data — 
it  is  not  bargaining.  It  is  a  figure  derived  from  absolute  figures 
which  are  assumed,  and  correctly  assumed  as  long  as  we  limit  our- 
selves to  the  Rocky  Mountain  Power  Co. 

Senator  Wheeler.  I  don't  think  you  are  correct  about  it.  I  think 
that  is  just  a  bargaining  proposition. 

Mr.  Collier.  If  that  is  the  situation,  then  these  rental  set-ups  are 
all  one  big  humbug.  For  what  purpose  is  this  rental  proposal,  work- 
ing across  to  certain  rental  figures  from  certain  objective  data?  Is  it 
meant  simply  to  create  a  false  belief  that  the  officials  are  going  on 
the  basis  of  fact,  that  the  rental  is  derived  from  an  $18-horsepower 
revenue  that  the  Rocky  Mountain  Power  Co.  will  get  at  Flathead, 
as  sworn  to  by  the  company  at  the  hearings,  and  from  the  considera- 
tion of  operating  and  fixed  charges  as  stated  here  in  the  set-up  and 
then  from  the  application  of  the  ratio  basis  derived  from  an  esti- 
mated acreage  owned  by  the  Indians  within  the  project,  all  of  which 
would  be  defensible  except  for  the  first  great  falsehood  of  substitut- 
ing the  Rocky  Mountain  Power  Co.  revenue  for  the  Montana  Power 
Co.'s  revenue,  and  then  of  abandoning  the  position  taken  at  the  hear- 
ings and  of  cutting  out  at  least  two-thirds  of  the  rental  which  they 
the  Indians  ought  to  get?  That  is  the  pretense  of  the  set-up — this 
proposal.  Is  it  all  a  humbug  to  conceal  an  arbitrary  low  rental  based 
on  a  deal? 

Senator  Wheeler.  If  the  Montana  Power  Co.  gets  what  you  say 
would  be  in  the  neighborhood  of  $10.21,  and  the  department  should 
figure  that,  and  should  take  a  certain  proportion  of  that.  Avhat  ])r()- 
portion  do  you  figure  they  should  take? 
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Mr.  Collier.  The  set-up  figures  show  46  per  cent  of  the  acreage 
considered  as  Indians'  by  a  46  per  cent  fraction  of  the  profits  design 
nated  to  the  Indians. 

Senator  Wheeler.  Then,  if  they  went  on  the  basis  of  46  per 
cent 

Mr.  Collier  (interposing).  It  would  be  $319,000  a  year  for  68,000 
horsepower,  according  to  the  data  of  the  sworn  record.  It  would  be 
$400,000  if  the  Thompson  Falls  excess  profit  is  likewise  considered. 
I  am  referring  to  the  Montana  Power  Co.  proposal  and  its  68,000 
horsepower  and  to  the  gigantic  excess  revenue  of  the  Montana  Power 
Co.  As  for  the  Wheeler  proposal,  it  is  evident  that  a  lower  horse- 
power rental  for  214,000  horsepower  development  might  be  better 
for  the  public  and  for  the  Indians.  The  public  would  get  cheaper 
power  and  the  Indians  would  get  more  profit  because  of  the  enor- 
mously greater  number  of  used  horsepower. 

Senator  Wheeler.  You  mean  if  he  paid  46  per  cent  of  his  excess 
profits  ? 

Mr.  Collier.  If  his  excess  profits  were  not  as  high  as  the  Montana 
Power  Co.'s  and  if  the  Indians  were  getting  $200,000,  or  any  figure 
comparable,  then  obviously  the  Indians  are  far  better  off  than  under 
this  rental  proposal  and  the  consumer  is  far  better  off. 

Senator  Wheeler.  Of  course,  you  are  assuming  that  he  has  got  a 
market  ? 

Mr.  Collier.  I  am  not  attempting  to  argue  that. 

Senator  Wheeler.  I  agree  with  you  that  if  Mr.  Wheeler  should 
show  that  he  actually  had  a  market  it  would  be  better  for  the  Indians 
to  give  it  to  him  at  a  lower  charge  than  to  give  it  to  the  Montana 
Power  Co.,  because  it  would  bring  in  new  industries  that  would  help 
the  community,  and  it  would  help  increase  the  value  of  the  Indians' 
land. 

Mr.  Collier.  And  their  gross  income  would  be  more. 

Senator  Wheeler.  Their  gross  income  would'nt  be  more  if  they 
applied  the  same  rule  to  the  Montana  Power  Co.  that  they  apply  to 
Mr.  Wheeler. 

Senator  Pixe.  Has  that  ever  been  determined  by  anybod}^?  Has 
any  official  ever  attempted  to  determine  whether  Mr.  Wheeler  can 
develop  this  property  and  sell  this  power  ? 

Senator  Wheeler.  Well,  of  course,  the  fact  about  the  matter  is 
this,  that  Mr.  Wheeler  honestly  and  sincerely  feels  that  he  can  get 
some  industries  in  there,  but  the  fact  about  the  matter  is  that  he  is 
not  able  to  show  either  this  committee  or  anybody  else  that  he  has  a 
market  for  the  power.  Now,  he  thinks  he  can;  but,  as  I  say,  there 
isn't  a  fact  in  the  record,  not  a  fact  in  the  record,  made  here  or  by 
the  department,  that  he  actually  has  a  contract  whereby  he  can  sell 
the  power. 

Senator  Pine.  Well,  that  is  a  determinable  matter.  That  is  a  mat- 
ter that  can  be  covered  by  a  guarantee,  and  it  seems  to  me  that 
nobody  has  ever  attempted  to  determine  that  in  this  case. 

Senator  Wheeler.  I  don't  think  that  is  a  correct  statement — that 
they  haven't  ever  determined.  I  am  frank  to  say  to  you,  I  think  the 
department  .has  absolutely  come  to  the  conclusion  that  Mr.  Wheeler 
hasn't  any  market  for  it,  and  that  he  wants  a  permit  so  that  he  can 
go  out  after  he  gets  his  permit  to  attempt  to  sell  the  power  and  to  get 
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contracts.  Now,  Mr.  Wheeler  takes  the  position  here  that  nobody 
would  sign  a  definite  contract  with  him  until  he  gets  a  permit,  but 
the  department  is  put  in  this  position — on  the  one  hand,  they  have 
people  who  absolutely  have  got  the  ability  and  are  responsible  and 
agree  to  pay  at  least  $104,000.  If  they  give  it  to  Mr.  Wheeler  on  a 
permit,  he  may  or  may  not  be  able  to  get  a  contract  from  anybody 
to  go  in  there  and  develop.  Now,  one  is  a  certainty,  and  the  other 
is  an  uncertainty.  I  can  appreciate  the  disadvantages  that  he  has 
had,  and  I  can  readily  understand  that  nobody  is  going  to  come 
out  very  readily  and  say,  "  I  will  give  you  a  contract  before  I  know 
that  you  are  going  to  get  a  permit." 

Senator  Pine.  The  Rocky  Mountain  Power  Co.,  as  I  understand, 
has  a  paid  in  capital  of  $1,000. 

Senator  Wheeler.  Everybody  knows  that  the  Rocky  Mountain 
Power  Co.  is  simply  a  subsidiary  of  the  Montana  Power  Co. 

Senator  Pine.  Everybody  may  know  it,  but  nobody  is  bound  by 
a  contract  signed  by  such  a  corporation. 

Senator  Wheeler.  I  am  assuming  that  the  contract  they  sign  will, 
of  course,  be  acceptable  to  the  department,  or  that  the  license  that 
is  given  them  will  protect  the  Indians.  That  can  easily  be  done.  I 
don't  think  there  is  a  question  of  doubt  about  that  phase  of  it. 

Mr.  Collier.  I  think  it  is  fair  to  report  a  conversation  I  had  three 
days  ago  with  the  Secretary  of  the  Interior  on  this  subject.  I  asked 
this  question — I  pointed  out  first  that  the  Montana  Power  Co.  had 
been  after  this  site  since  1921,  that  they  had  spent  in  excess  of 
$200,000  in  the  attempt  to  get  it— $181,000  before  1929—1  pointed 
out  the  advantages  of  this  site  in  cheapened  power,  its  permanent 
desirability  to  the  Montana  Power  Co.,  which,  of  course,  everybody 
realizes,  then  I  said  : 

Inasmuch  as  all  parties  are  agreed  that  if  Walter  Wheeler  can  come  in  there 
and  show  a  market  and  can  develop  a  market  for  horsepower,  and  can  cheapen 
the  sales  price  of  power  and  can  pay  the  Indians  a  gross  amount  greater  than 
the  Montana  Power  Co.  will  pay  for  68,000  horsepower,  then  the  public  and  the 
Indian  advantage  will  be  great. 

I  said : 

Why  not  give  Walter  Wheeler  a  restricted  prepermit,  restricted  from  the 
point  of  view  of  time,  giving  him  a  term  of  months,  at  least,  so  that  he  can  go 
with  that  preliminary  permit  in  his  hands  and  show  whether  he  can  sj<;n  up 
with  customers? 

In  whatever  event  no  permittee  can  start  construction  until  next 
winter. 

Senator  Wheeler.  Why  can't  he? 

Mr.  Collier.  On  account  of  the  flood  season ;  at  least,  that  was  the 
testimony  of  the  Montana  Power  Co.  They  testified  that  unletss 
they  obtained  the  license  by  January  they  could  do  no  work  till  next 
winter. 

Senator  Wheeler.  The  flood  season  doesn't  last  all  summer.  I 
can't  conceive  why  the  flooc^  season  in  Montana  requires  delay  until 
next  winter.  The  flood  season  will  probably  be  in  June.  It  isn't 
in  August,  I  don't  care  what  the  sworn  testimony  is.  The  flood 
season  is  only  in  June,  or  earlv  in  July.  There  isn't  any  flood  season 
m  Montana  the  latter  part  oi  July  or  August. 

Mr.  Collier.  The  reply  was  this,  that  if  Mr.  Wheeler  failed  to  get 
his  market,  having  obtained  a  preliminary  permit,  and  therefore 
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had  to  fade  out  of  the  picture,  then  the  Montana  Power  Co.  would 
not  have  a  competitor,  and  it  would  be  harder  to  obtain  from  it  good 
terms  for  the  Indians.  That  was  the  answer.  To  which  I  suggested 
this  answer: 

In  the  first  place,  the  Montana  Power  Co.  wants  this  site,  and  has  wanted 
it  for  a  long  time,  and  it  has  made  extreme  efforts  to  get  it.  Second,  the  rental 
proposals,  one  and  all,  including  this  last  one,  do  not  indicate  any  disposition 
to  get  much  money  out  of  the  Montana  Power  Co.  They  represent  the  minimum, 
and  not  the  maximum  demands  on  the  company. 

Frankly,  it  seems  to  me,  Mr.  Chairman,  that  that  argument  is  just 
what  one  calls  rationalization;  that  is,  it  is  a  reason  given  when  they 
have  another  reason.  Fundamentally,  the  officials  seem  to  be  incur- 
ably skeptical  about  Walter  H.  Wheeler  or  any  other  person  develop- 
ing a  large  market  in  Montana.  I  think  that  is  the  underlying  preju- 
dice in  their  minds.  The  only  wa}^  to  convince  them  otherwise  would 
be  to  deliver  the  goods,  and  the  only  way  to  deliver  the  goods  would 
be  through  a  restricted  preliminary  permit,  for  a  number  of  months 
at  least.  And  that  means  of  convincing  them  is  what  they  refuse 
to  Mr.  Wheeler. 

Mr.  Wheeler.  I  gathered  from  his  statement  here  the  other  day, 
he  wouldn't  be  willing,  on  the  first  site,  to  pay  these  figures. 

Mr.  Collier.  I  will  put  it  this  way 

Senator  Wheeler  (interrupting).  Let  me  ask  right  now:  Mr. 
Wheeler,  will  you  be  willing  to  pay  the  figure  which  is  set  forth  here 
for  the  first  site? 

Mr.  Wheeler.  As  to  that,  I  can't  say  anything  about  figures 
until  taking  it  up  with  the  financial  people,  or  the  people  who  are 
going  to  use  the  power. 

Senator  Wheeler.  That  isn't  any  answer  at  all,  Mr.  Wheeler, 
with  reference  to  it,  because  you  have  seen  the  figures  and  studied 
them.    You  have  studied  the  proposition  quite  thoroughly. 

Mr.  Wheeler.  The  figures  were  never  presented  to  me.  This  set- 
up was  never  presented  to  me. 

Senator  Wheeler.  I  am  simply  asking  you  now,  if  the  depart- 
ment said  to  you,  "  Mr.  Wheeler,  we  will  give  you  a  license  on  the 
first  site,  and  here  are  the  figures.  Now,  will  you  take  a  license  upon 
that  site  on  those  figures  "  ?    What  would  you  say  ? 

Mr.  Wheeler.  I  would  say  I  would  have  to  consult  with  the 
financial  people,  and  the  people  who  are  going  to  use  the  power. 

Mr.  Collier.  Without  having  heard  from  Mr.  Wheeler  on  this  I 
think  I  can  answer  the  question. 

Senator  Wheeler.  Why  not  let  Mr.  Wheeler  answer  it? 

Mr.  Collier.  He  couldn't  pay  this  proposed  energy  charge  with- 
out raising  his  base  rate  for  the  sale  of  power.  This  proposed  energy 
charge  of  $8.16  a  horsepower  above  68,000  horsepower  could  be  paid 
and  allowed  return  still  be  earned,  only  by  the  Montana  Power  Co. 
or  some  other  company  earning  an  enormous  excess  profit  that 
couldn't  exist  if  the  Montana  Public  Service  Commission  were  any 
good. 

Senator  Wheeler.  I  will  agree  with  3^ou.  I  have  never  yet  been 
in  agreement  with  the  Montana  Public  Service  Commission. 

Mr.  Collier.  You  have  stated  the  essential  trick  of  this  rental 
proposal.  The  Montana  Power  Co.  will  never  generate  power  at 
the  energy  charge  level ;  they  have  so  sworn  and  proved.    They  will 
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never  pay  that  energy  charge ;  they  will  never  pay  anything  but  the 
fixed  charge,  and  that  is  all  the  Indians  will  ever  get  out  of  the 
license  if  it  is  issued  to  the  Montana  Power  Co. 

Senator  Wheeler.  I  am  inclined  to  think  3^ou  are  probably  cor- 
rect on  it.    I  haven't  anything  to  base  it  on. 

Mr.  Collier.  It  is  all  in  the  record.  Any  competitor  that  comes 
in  there  must  begin  by  selling  power  to  industries,  and  the  only  way 
he  can  come  in  as  a  competitor  is  to  sell  that  power  very  cheap.  He 
can  make  his  allowed  return,  but  he  can  not  make  4  or  5  per  cent 
above  the  allowed  return.  No  competitor  coming  into  that  situation 
can  pay  this  energy  charge  of  over  $8  a  year  for  a  large  development. 
A  competitor  who  came  in  and  was  able  to  enter  the  entire  Montana 
market  and  compete  through  the  whole  State  at  the  beginning  might 
undersell  the  Montana  Power  Co.  and  still  pay  the  enei-gy  charge 
for  146,000  horsepower.    But  that  manifestly  is  impossible. 

In  other  words,  what  this  proposal  does  is  to  petrify  the  Indian 
rental  at  that  figure  represented  by  the  fixed  charge  for  68.000 
horsepower  and  it  confronts  any  independent  person  who  comes  in 
there  with  a  practical  impossibility.  It  strikes  him  right  in  the 
mid-ribs  and  out  he  goes,  and  I  assert  that  nothing  else  can  be  the 
real  reason  for  such  a  rental  proposal.  The  Montana  Power  Co.  is 
not  going  to  puj  an  energy  charge  at  all.  If  any  competitor  is  to 
pay  it  he  must  sell  his  power  dear,  as  the  Montana  Power  Co.  does 
to  the  industrial  corporations  of  the  State  other  than  the  Anaconda 
Copper  Co. 

This  whole  rental  proposal  is  a  piece  of  camouflage.  The  Gov- 
ernment engineers  have  proved  themselves  very  incompetent  indeed. 
But  some  clever  person  showed  them  how  to  work  from  the  figure 
68,000  backward  and  forward  in  a  way  ideally  suitable  to  the  Mon- 
tana Power  Co.,  and  ideally  discouraging  to  any  competitor  w^hom- 
soever,  including  the  United  States  Government,  if  the  Government 
should  undertake  to  develop  this  power  and  to  pay  rental  to  the 
Indians.  The  Government  couldn't  pay  that  energy  charge  without 
mulcting  the  consumers. 

Senator  AYheeler.  The  Government  couldn't  pay  that  price  to 
the  Indians  and  sell  the  power  in  competition. 

Mr.  Collier.  Exactly. 

Senator  Wheeler.  Then  what  you  would  be  arguing  for  would  be 
that  they  should  give  the  power  site  to  Walter  Wheeler  at  a  cheaper 
rate  than  what  they  would  give  it  to  the  Montana  Power  Co.  for  ? 

Mr.  .Collier.  No;  I  would  say  this,  that  if  Walter  Wheeler  or 
Uncle  Sam  or  anybody  should  develop  over  200,000  horsepower, 
paying,  let  us  say,  only  a  dollar  a  year  per  used  horsepower,  then  the 

fross  return  to  the  Indians  would  be  three  times  as  large  as  the 
[ontana  Power  Co.  is  offering.  I  don't  suggest  that  even  so  one 
dollar  would  be  enough. 

Senator  Wheeler.  When  you  say  "gross,"  you  are  taking  the 
total? 

Mr.  Collier.  The  total. 

Senator  Wheeler.  But  the  attitude  taken  by  Mr.  Wilbur  is  that 
they  haven't  any  figures  at  all  upon  which  to  base  what  they  should 
charge  for  the  other  power  sites.  . 

Mr.  Collier.  They  could  adopt  another  formula— that  of  fixing 
a  low  basic  price  for  every  used  horsepower  and  then  splitting  the 
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excess  profits.    Anyway,  they  have  one  man  who  is  offering  $1.12% 
for  the  whole  horsepower. 

Senator  Wheeler.  The  other  offer  isn't  much  less. 
Mr.  Collier.  One  dollar  is  what  the  Montana  Power  Co.  is  offer- 
ing for  68,000  horsepower.     Mr.  Wheeler  is  offering  $1.12y2   for 
214,000.      This   rental   proposal   entails   $1.53    per   horsepower    for 
68,000  horsepower. 

Senator   Wheeler.  But  this  is   just   one   power   site.     You   are 
assuming  now  when  you  make  that  statement — and  we  shouldn't 
confuse  it,  this  is  on  one  power  site — ^there  will  still  be  left  there 
four  power  sites  which  can  be  leased  to  some  one ;  isn't  that  true  ? 
Mr.  Collier.  Theoretically. 

Senator  Wheeler.  Well,  not  theoretically,  but  practically. 
Mr.  Collier.  Not  practically. 

Senator  Wheeler.  When  I  say  "  practically  "  I  am  simply  taking 
the  word  of  the  department  for  it. 

Mr.  Collier.  The  Montana  Power  Co.  say  that  they  wouldn't  use 
the  other  sites  if  another  company  had  site  No.  1.  Mr.  Wheeler  on 
his  part  says  the  same  thing.  These  are  their  sworn  statements  in 
the  record  hearing.  Leaving  their  testimony  aside,  this  can  be  said. 
At  site  No.  1  the  Montana  Power  Co.  would  generate  for  their  system 
as  a  whole.  The  load  factor  is  absolutely  different  for  a  mixed  use 
and  a  strictly  industrial  use.  I  have  covered  that  fact  already.  The 
top  sites  control  the  other  sites. 

Senator  Wheeler.  And  the  department  disagrees  with  you  again 
with  reference  to  that. 

Mr.  Collier.  The  department  expresses  the  opinion  that  perhaps 
it  would  regulate  the  flow  from  site  No.  1  in  the  license,  and  provide 
enough  flow  for  a  100  per  cent  load  factor  down  the  stream.  That 
is  in  conflict  wdth  the  evidence.    It  is  an  opinion. 

Senator   Wheeler.  Yes;    an   opinion 

Mr.  Collier  (interrupting).  But  it  is  the  record,  that  the  Mon- 
tana Power  Co.,  using  the  top  site,  would  store  for  only  80,000  horse- 
power and  would  carry  an  85  per  cent  loan  factor,  fluctuating  with 
hours  and  seasons,  and  it  is  the  record  that  the  other  applicant  would 
use  a  .100  load  factor  per  cent  all  the  time. 

Senator  Wheeler.  But  the  department  states  that  they  intend  to 
put  in  a  provision  there  so  that  it  will  give  the  man  who  develops 
the  other  power  sites  a  definite  load  factor  at  all  times. 

Mr.  Collier.  If  they  put  in  a  provision  insuring  a  100  per  cent 
load  factor  all  the  time  at  the  power  sites,  then  they  must  require  a 
100  per  cent  load  factor  at  site  No.  1.  By  so  doing  they  woul(? 
knock  into  smitherines  the  Montana  Power  Co.'s  plan.  Has  the 
official  record  no  use  at  all  ?  Here  is  another  of  these  indefinite  state- 
ments— I  know  the  officials  are  making  it — another  informal  con- 
versation off  the  record.  When  we  find  the  solemn  record,  made  as 
in  this- case  dealing  with  the  Montana  Power  Co.,  and  made  by  these 
very  same  officials,  treated  by  these  officials  as  of  no  account,  what 
hope  is  there  that  new  and  improbable  undertakings  casually  made 
by  them  off  the  record  will  be  adhered  to  ? 

^  Senator  Wheeler.  Suppose  we  take  this  first  power  site  and  you 
develop  that  at  68,000  or  70,000  horsepower.  We  have  down  there 
four  other  power  sites.  I  am  not  an  engineer  and  may  be  pardoned 
if  I  don't  understand  these  things  correctly,  but  it  seems  to  me  as 
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just  a  matter  of  common  sense  that  there  is  a  certain  fall  there  and 
a  certain  amount  of  water  coming  over  it,  and  that  that  would  deter- 
mine the  amount  of  power. 

Mr.  Collier.  With  a  general  service  load  there  are  fluctuations  in 
the  rate  of  release  of  water. 

Senator  Wheeler.  If  they  fixed  it  at  68,000? 

Mr.  Collier.  If  they  fixed  a  flow  for  a  constant  85  per  cent  factor, 
then  they  would  have  handicapi)ed  the  industrial  user  of  the  other 
sites  in  the  amount  of  15  per  cent  at  least,  and  handicapped  every 
industry  that  comes  in  which  desires  to  operate  its  machinery  24 
hours  a  day. 

Senator  Wheeler.  I  can't  see  that  at  all.  If  you  develop  68,000 
horsepower  or  70,000  horsepower 

Mr.  Collier  (interrupting).  That  is  an  average.  Senator,  not  a 
constant.     That  is  an  average. 

Senator  Wheeler.  No;  but  if  they  fixed  a  minimum  which  they 
will  have  to  deliver  at  all  times  of  68,000  horsepower. 

Mr.  Collier.  That  many  horsepower  at  all  hours  throughout  each 
year  ? 

Senator  Wheeler.  Yes;  that  many  horsepower  in  a  year,  regard- 
less of  the  load  factor.  I  understand  that  they  can  develop  68,000 
horsepower  there  at  all  times  of  the  year. 

Mr.  Collier.  That  is  low  water. 

Senator  Wheeler.  That  will  develop  68,000.  If  you  could  at  low 
water  develop  68,000  horsepower,  then,  surely,  you  can  figure  out  the 
amount  that  they  can  develop  at  the  lower  sites. 

Mr.  Collier.  Of  course,  you  can  establish  a  minimum.  The  in- 
terested parties  can  say  how  much  the  downstream  plants  would 
lose.  I  believe  the  $15  sales  price  would  be  blocked  and  probably 
the  industrial  market  killed. 

I  mustn't  stay  before  you  longer,  but  I  do  w^ant  to  summarize  in 
this  way: 

In  the  first  place  I  desire  to  place  in  the  record  a  few  more  affi- 
davits from  Indians  showing  the  continued  activity  by  the  Montana 
Power  Co.'s  agents  on  the  Flathead  Reservation,  designed  to  create 
the  untrue  belief  that  the  Flathead  tribe  are  petitioning  that  this 
site,  be  given  to  the  Montana  Power  Co.  These  two  affidavits  deal 
with  the  activities  of  Ben  Cramer. 

The  Chairman.  Just  hand  them  to  the  reporter  to  be  inserted  in 
the  record. 

(The  said  affidavits  are  inserted  together  with  similar  affidavits 
inserted  in  the  hearing  held  on  March  25. ) 

Mr.  Collier.  Now,  taking  the  whole  record,  and  no  part  of  it  is 
so  impressive  as  the  last  two  set-ups,  it  demonstrates  that  since  record 
hearings  of  last  November  there  has  developed  in  the  Federal  Power 
Commission  and  in  the  Interior  Department  an  incorrigible  bias 
in  the  direction  of  granting  the  Flathead  site  to  the  Montana  Power 
Co.,  and  of  granting  it  at  a  minimum  rental,  and  of  framing  the 
rental  terms  in  such  a  fashion  as  to  outlaw  any  competitor,  not  only 
Walter  Wheeler  but  any  competitor  whomsoever,  and  reversing  the 
record — their  own  record — they  are  now  erecting  the  dummy,  the 
Rocky  Mountain  Power  Co.,  into  a  perpetual  self-contained  com- 
pany with  the  effect  of  slashing  the  Indian's  rental  and  hiding  from 
the  public  the  gigantic  excess  profits  that  are  to  be  made  by  the 
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dummy's  owner  from  the  Flathead  site.  These  excess  profits  will 
be  $692,000  a  year  plus  $200,000  of  the  Thompson  Falls  gain,  or 
$900,000,  on  an  investment  of  $7,500,000,  or  12  per  cent  excess  profits. 

With  respect  to  the  advantage  of  dealing  with  the  Rocky  Moun- 
tain Power  Co.,  there  are  bookkeeping  advantages — advantages  of 
simplicity  in  bookkeeping — and  that  is  all.  They  have  no  practical 
value.  The  regulation  of  the  capital  investment  of  the  Rocky  Moun- 
tain Power  Co.  by  the  Government  will  have  no  effect  in  view  of 
the  fact  that  the  Rocky  Mountain  Power  Co.  will  sell  exclusively 
to  its  owner,  the  Montana  Power  Co.,  on  terms  to  be  fixed  by  John 
D.  Ryan.  And  over  against  that  mere  advantage  of  simplified  book- 
keeping, giving  a  sort  of  artistic  pleasure  to  the  Federal  Power  Com- 
mission, has  to  be  weighed  the  rental  disadvantage  to  the  Indians, 
which  is  the  crushing  one,  and  the  effect  of  concealing  the  gigantic 
profits  from  the  Flathead  site  from  the  public  view. 

It  is  an  inexcusable  action  and  it  is  in  line  with  the  steadily  de- 
veloped determination  of  the  Federal  Power  Commission  and  Inte- 
rior Department  to  treat  this  power-site  negotiation  as  though  it 
were  a  friendly  and  confidential  transaction  between  private  parties, 
entitled  to  give  away  their  own  property  if  they  want  to,  and  not 
guardians  of  wards,  not  acting  in  the  fiduciary  capacity,  and  not 
representing  the  United  States  Government.  I  could  use  stronger 
words,  but  the  facts  are  strong  enough. 

I  have  an  analysis  of  the  new  rental  proposal,  which  develops  fully 
all  of  these  technical  points,  which  I  shall  be  glad  to  put  into  the 
record  if  it  will  be  permitted. 

Senator  Wheeler.  Surely,  I  think  it  should  go  into  the  record. 

The  Chairman.  Without  objection,  it  is  ordered  inserted  in  the 
record. 

(The  said  analysis  of  rental  proposal  is  inserted  here,  as  follows:) 

April  4,  1930. 

The  Flathead  Powee-Site  Decision  at  the  Verge  of  Iereparable  Injury  to 
THE  Public  and  the  Indians 

Public  and  Indian  interest  are  about  to  receive  a  crushing  blow  at  the 
hands  of  the  Federal  Power  Commission. 

On  April  1,  Secretary  Ray  Lyman  Wilbur,  chairman  of  the  commission, 
called  the  Montana  congressional  delegation  to  his  office.  He  exhibited  to  the 
Congressmen  a  rental  set-up,  understood  to  represent  the  joint  results  and 
agreement  of  all  the  branches  of  his  office.  He  asked  whether  the  Montana 
delegation  would  agree  to  the  issuance  of  the  license  to  the  Montana  Power 
Co.  on  these  terms. 

This  rental  set-up  has  not  yet  been  made  public.  Hence  its  details  can  not 
be  here  stated  or  criticized.  Its  results  are  definitely  understood  to  be 
practically  identical  with  those  of  the  War  Department  rental  set-up  of 
February  27,  last,  which  did  become  public. 

Results  practically  identical  with  those  of  the  War  Department  set-up  could 
be  achieved  only  through  the  use  of  false  facts,  fake  law  and  twisted  computa- 
tions like  those  of  the  War  Department  set-up,  or  equally  false  or  twisted. 

Hence  we  are  now  furnishing  a  description  and  criticism  of  the  War  Depart- 
ment rental  set-up. 

This  case  is  of  gigantic  importance  to  the  public  and  to  the  Indians. 
Assistant  Commissioner  Scattergood  of  the  Indian  Bureau  has  made  a  report 
on  rental  and  terms.  That  report  is  locked  up;  it  is  treated  as  a  secret. 
Secretary  Bonner,  of  the  Federal  Power  Commission,  has  made  a  report.  That 
report  is  locked  up.  It  is  kept  secret.  Negotiations  have  been  proceeding  off 
the  record  for  two  months  with  the  Montana  Power  Co.  The  public,  the 
Indians,  the  competing  applicant,  Walter  H.  Wheeler,  and  Congress  can  only 
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speculate  as  to  what  has  transpired.  But  it  is  known  to  what  end  the  negotia- 
tion is  moving.  The  negotiation  is  moving  to  an  instant  delivery  of  the 
Flatliead  sites  to  the  Montana  Power  Co.  under  conditions  fraught  with  injury 
and  wrong  to  the  public  and  the  Indians,  which  no  prior  administration  would 
have  had  the  temerity  to  execute. 

We  are  protesting  against  any  licensing  of  the  Flathead  sites  until  the 
Federal  Power  Commission  be  reorganized  as  sought  by  President  Hoover. 
No  emergency  exists,  and  absolutely  no  showing  of  public  interest  to  be  served 
was  made  by  the  Montana  Power  Co.  at  the  record  hearings. 

If  this  suspension  of  action  for  a  few  months  can  not  be  secured,  at  least  we 
protest  against  the  issuance  of  a  license  prior  to  the  making  public  of  the 
essential  documents  of  the  case  including  all  documentary  transactions  between 
the  Federal  Power  Commission  and  the  Electric  Bond  &  Share  Co.  and  its 
subsidiaries  and  the  Anaconda  Copper  Co.  since  December  1,  last. 

THE    IKREVOCABLK    CH>MMTTMENT 

A  commitment  irrevocable  for  ,*)(»  years  s  ;iboiit  to  be  made.  The  third  lasgest 
power  s.te  in  the  United  States  is  about  to  be  disposed  of  for  two  lifetimes. 
A  final  step  affecting  the  public  interest  through  a  vast  area  of  the  Northwest 
is  about  to  be  taken.  The  property  of  Indian  wards,  worth  to  them  not  less 
than  $10,000,000,  is  about  to  be  disposed  of  under  condit  ons  either  defens  ble  or 
indefensible. 

The  transaction  is  being  carried  out  by  a  supposedly  publ  c  agency  under  a 
general  statute  of  Congress. 

Yet  a  veil  of  systematic  privacy  is  thrown  over  every  material  fact.  Action 
will  have  been  completed,  and  the  fate  of  tliis  giant-power  site  will  have  been 
sealed  before  the  public  shall  be  allowed  to  know,  if  it  is  ever  allowed  to  know, 
the  facts  and  considerations  which  are  governing. 

It  is  hardly  less  disturbing  that  Congress,  possessing  as  it  does  the  authority 
to  force  the  surrender  of  the  concealed  correspondence  and  documents,  as  yet 
abstains  from  using  its  authority.  Why  does  not  the  Senate  act?  Will  the 
majority  of  the  members  of  the  Sei^te  Indian  invest. gating  committee  not 
agree  to  subpoena  the  correspondence  and  the  documents? 

MU.ST   THE   FLATHEAD  TRIBE   GO   INTO    COURT? 

Is  it  going  to  be  necessary  for  the  Flathead  Indian  Tribe,  through  court 
proceedings  by  injunction  or  otherwise,  to  force  the  light  upon  transactions 
whch  should  be  public  as  a  matter  of  course  and  which,  if  not  mside  public 
by  the  administrat.on,  should  be  dragged  into  the  light  by  the  Senate  of  the 
United  States? 

Tlie  terms  of  the  War  Department  set-up  are  given  in  the  attached  document. 
In  that  attached  document  are  shown  the  falsehoods  iucorporr.ted  in  the  set-up; 
the  conflicts  with  the  sworn  record  made  before  the  Federal  Power  Commission ; 
the  v'Xtreme  but  not  accidental  blunders  of  computation ;  and  the  outright 
repu<liation  of  the  record  made  by  the  Government  officials,  particularly  Assist- 
ant Commissioner  Scattergood  of  the  Indian  Bureau,  at  the  public  hearings  of 
the  Federal  Power  Commission,  with  respect  to  the  prospective  earnings  of  the 
Montana  Power  Co.,  the  proper  amount  of  Indian  rental,  and  the  proper  method 
of  fixing  rental. 

Tlie  main  consequences  of  the  War  Department  set-up  are  listed  immediately 
below,  because  they  are  equally  the  consecpiences  of  the  new  final  joint  set-up 
reported  to  have  been  laid  before  the  Montana  delegation  April  1  by  the  chair- 
man of  the  Federal  Power  Commission.  According  to  one  of  the  Montana 
Congressmen,  Commissioner  Scattergood  is  stated  to  have  .concurred  in  the 
set-up  laid  before  the  Congressmen  April  1.  According  to  another,  he  is  stated 
not  to  have  concurred.  His  concurrence,  if  given,  will  have  been  a  reversal  of 
his  record  as  made  at  the  Federal  Power  Commission  hearings  November  an<l 
December,  1929. 

THE  THINGS   WHICH   THE  SET-UP  DOES 

(1)  The  set-up  cuts  the  Indian  rental  fnmi  the  right  fignro  of  not  less  than 
$347,500  a  year  for  (J8,(MM)  generated  liorsei>ower  (oi-  one-half  of  the  profit  above 
allowed  return)  to  a  maximum  of  $125,000  a  year  for  (JS.tMM)  generated  horse- 
power (the  minimum  rental  here  named  l>eing  one-hnlf  of  tlie  company's 
profit  from  the  Flathead  site,  above  allpwed  return,  as  estal)lished  by  tlie 
Government  witnesses  and  the  Montana  Power  Co.  witnesses  at  the  hearings). 
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(2)  The  st't-iip  makes  opeiMtive  ai::iiiist  tlie  itul)lie.  as  well  as  against  the 
Indians,  the  fraud  of  a  dummy  coipoiarion  (  Kdcky  Mountain  Power  Co.)  sell- 
ing at  below  cost  to  its  owner  (Montaiia  INiwer  Co. )  which  will  resell  at  a  huge 
profit,  under  no  requirement  that  il  shall  pass  the  advantage  along  ^o  the  rate 
payers,  under  no  undertaking  by  it  that  it  shall  do  so,  and  in  the  face  of  its 
statement  in  the  rei'ord  hearings  that  it  would  not  do  so.     (See  footnote.) 

(3)  The  set-up  contemi)lates.  and  proYid(\s  for  the  perpetuation  ot  the  Ana- 
conda Copper  Co.'s  nion<)i)()ly  in  Montana,  thi-ough  preparing  for  a  continued 
extortionate  rate  for  industrial  power  to  all  competitors  of  that  company 
while  that  company,  interlocked  witli  tlie  Montana  Power  Co.,  enjoys  cut  rates. 

(4)  The  set-up  immunizes  from  paying  a  just  rental,  and  in  the  other  re- 
spects noted  gives  advantage  to,  that  applicant  for  the  licen.se  who  has  sworn 
that  he  does  not  intend  to  develop  more  than  68,000  horsepower,  or  31  per  cent 
of  the  potential  power  ;  and  loads  upon  the  applicant  who  swears  that  he  will 
develop  all  of  the  214,000  horsepower,  a  rental  more  than  twice  as  large  per 
horsepower  if  only  site  No.  1  be  contemplated,  and  more  than  three  times  as 
large  if  sites  No.  2,  No.  3,  No.  4,  and  No.  5  be  contemplated. 

(5)  The  set-up  thus  delivers  the  Indians  bound  and  gagged  into  the  hands 
of  the  Montana  Power  Co.  for  50  years.  It  perpetuates  the  serfdom  of  the 
Montana  consuming  public  to  the  Montana  Power  Co.  It  perpetuates  the 
dog-in-the-manger  monopoly  advantages  of  the  Anaconda  Copper  Co.  It  denies 
to  the  agricultural  population  of  10  States  the  possibility  of  decisively  cheapened 
fertilizers.     It  is  the  Power  Trust's  victory. 

And  it  accomplishes  this  result  by  treating  the  record  hearings  on  this  case, 
held  before  the  Federal  Power  Commission,  as  though  they  had  never  been  held, 
and  by  contemplating  a  deal  carried  out  behind  closed  doors,  through  secret 
negotiations,  with  a  subsidiary  of  the  Electric  Bond  &  Share  Co.,  while  the 
competing  applicant  has  been  kept  outside  in  the  street  during  the  consumma- 
tion of  the  deal. 

If  the  report  concerning  the  new  and  final  rental  set-up  of  the  Power  Com- 
mission, given  on  page  1,  be  substantiated,  then  every  point  in  the  above  indict- 
ment applies  equally  to  it  and  to  the  officials  concerned  with  drafting  and 
promoting  it ;  and  to  any  Member  of  Congress  who  may  consent  to  it. 

American  Indian  Defense  Association  (Inc.). 

John  Collier,  Executive  Secretary. 


The  War  Department's  Rental  Set-up  for  the  Flathead  Power  Site  which 
Contemplates  the  Plundering  of  the  Indians 

(Appendix  to  Statement  of  April  4,  1930) 

the  terms  of  the  war  department  set-up 

It  is  the  third  of  three  set-ups.  The  other  two  were  (1)  by  Assistant  Com- 
missioner Scattergood  of  the  Indian  Bureau  and  (2)  by  Secretary  Bonner  of 
the  Federal  Power  Commission.  The  two  prior  set-ups  have  been  withheld 
from  W.  H.  Wheeler,  the  competing  bidder,  and  have  been  refused  to  Senator 
Frazier  by  Secretary  Wilbur,  the  Chairman  of  the  Federal  Power  Commission. 

The  War  Department  engineers  are  the  engineers  for  the  Federal  Power 
Commission.  They  have  been  in  charge  of  the  Flathead  matter  throughout. 
The  set-up  was  placed  in  the  Senate  Indian  Investigation  Committee  record 
and  was  analyzed  at  length  by  W.  H.  Wheeler  as  a  competing  bidder,  and  by 
John  Collier,  with  respect  to  its  effect  on  Indian  rights,  in  testimony  before 
the  committee.  The  committee  hearings  have  not  yet  been  printed.  (Hearing 
was  March  25,  last  and  presumably  will  be  resumed.) 

The  rental  set-up  of  the  War  Department  is  as  follows : 

1.  Rent  of  sites  (actually  only  site  No.  1  was  dealt  with)  prior  to  completion 
of  plant,  $1,000  per  month,  no  time  of  completion  specified  but  assumed  to  be 
fixed  in  the  license. 

Footnote. — The  Montana  Power  Co.  owns  200,000  horsepower  of  undeveloped  power 
at  this  time  in  Montana,  most  of  it  nearer  the  market  than  the  Flathead  power.  Further, 
it  agreed  at  the  record  hearings,  as  summarized  by  Commissioner  Scattergood  :  "  That  the 
Flathead  would  merge  into  the  general  system  and  would  have  no  appreciable  effect 
(on   costs   and  rates)." 
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2.  Rent  after  the  plant  is  completed  and  is  generating  power,  for  first  five 
years,  $60,000  per  annum  for  a  maximum  of  420,000,000  kilowatt-hours,  or 
68,000  horsepower  average,  or  90.1  cents  per  horsepower-year. 

3.  Rent  after  first  five  years,  $125,000  per  annum  for  a  maximum  of  475,000 
kilowatt-hours,  or  72,700  horsepower  average,  or  $1.72  per  horsepower-year. 

4.  For  any  power  used  in  excess  of  the  above  maximum  (3),  the  rate  is 
1  mill  per  kilowatt-hour,  or  $6.53  per  horsepower-year. 

The  War  Department  rate  is  based  on  the  following  assumptions : 

(a)  Cost  of  power  development,  $8,000,000;  cost  of  transmission  line  to 
Anaconda,  140  miles,  $3,000,000.     Selling  price  at  Anaconda  $25. 

(6)  Annual  operating  cost  of  power  plant,  $1,000,000.  Annual  operating  cost 
of  transmission  lines,  $350,000.  Revenue  at  plant  switchboard  at  Flathead, 
$1,250,000  a  year. 

(c)  Estimated  cost  of  run  of  river  plant  (plant  without  any  storage)  to 
generate  220,000,000  kilowatt-hours  or  33,700  horsepower,  $5,000,000.  Estimated 
annual  cost  of  operating  plant  $650,000.  Operating  revenue  $400,000  at  power 
plant.  Net  loss  on  this  hypothetical  basis,  $250,000.  Storage  would  convert  this 
net  hypothetical  loss  into  net  profit  at  the  plant  of  $250,000,  or  a  total  gain 
through  storage  of  $500,000.  Indian  acreage  in  project  estimated  as  25  per 
cent  of  total  acreage;  Indians  therefore  should  get  one-fourth  of  the  above 
gain,  or  $125,000  a  year. 

THE  FALSE  FACTS  AND  FAKE  COMPUTATIONS   OF  THE  SET-UP 

(A)  The  Montana  Power  Co.  testified  at  the  Power  Commission  hearings 
NovembeT  and  December,  1929  (a)  that  it  would  not  generate  above  68,000 
horsepower  and  (&)  the  cost  including  interest  and  allowed  return  would  be 
$18  per  horsepower-year  at  the  Flathead.  (Record,  p.  1482.)  Cost  to  trans- 
mit to  Anaconda  (company  testimony)  would  be  $10  a  year  including  7.4  per 
cent  for  transmission  or  line  losses.  Cost  of  transmission  line  $2,520,000;  cost 
of  substation  at  Anaconda  $700,000  (company  testimony). 

The  War  Department  has  assumed  a  transmission  cost  of  $4.80  per  year  per 
horsepower  for  72,700  horsepower.  It  has  assumed  a  sale  price  of  $25  per 
horsepower  at  Anaconda.  It  says  that  transmission  loss  has  not  been  deducted 
from  this  $25;  but  it  is  assuming  a  price  $3  less  than  the  cost  of  the  power 
delivered  at  Anaconda  as  stated  in  the  record  by  the  Montana  Power  Co. 
oflBcials,  so  that  it  is  evident  that  the  $25  price  does  represent  the  deduction  of 
the  transmission  losses.  (The  War  Department  proceeds  in  its  set-up  to  deduct 
these  losses  a  second  time,  raising  the  line-loss  percentage  to  12  per  cent  and 
thus  making  a  total  deduction  of  19.7  per  cent  or  12  per  cent  too  much,  with 
consequence  severely  adverse  to  the  Indian  rental.) 

(B)  Therefore,  the  operating  revenue  at  the  power-plant  switchboard  should 
be  $20.20  per  horsepower-year  when  72,700  horsepower  is  generated,  and  not 
$17.20  as  assumed  in  the  War  Department  set-up.  ( See  diagram  which  accom- 
panies the  set-up.) 

Hence  the  operating  revenue  from  72,700  horsepower  should  be  $1,468,500 
per  annum  and  not  $1,250,000,  as  stated  in  the  War  Department  set-up ;  an 
increase  of  $218,500.  This  result  is  absolute  if  the  record  is  adhered  to — the 
record  made  by  the  Montana  Power  Co. 

(C)  The  War  Department  report  assumes  that  the  Rocky  Mountain  Power 
Co.,  dummy  of  the  Montana  Power  Co.,  will  sell  the  power  from  Flathead  to 
the  Montana  Power  Co.  at  $25  per  horsepower  year  or  $3  per  year  less  than 
cost,  including  line  loss  and  allowed  return.  On  the  profit  derived  from  this 
assumed  revenue,  it  computes  the  Indian  rental.  This,  the  most  serious  false- 
hood in  the  War  Department  set-up,  is  exposed  as  follows : 

According  to  the  record  of  the  Flathead  case,  the  average  selling  price  for 
power  by  the  Montana  Power  Co.  is  7.336  mills  per  kilowatt-hour,  which  equals 
$47.90  per  horsepower-year.  The  average  cost  of  distributing  the  power  after 
it  has  been  generated  and  transmitted  is,  according  to  the  same  record,  $10.52 
per  horsepower-year  including  all  operating  charges  and  interest  on  the  dis- 
tributing system.    This  figure  is  derived  from  the  record  as  follows : 

Mills  per 
kilowatt-hour 

Generating   power 1- 184 

Transmitting   power •  427 

Distributing  power 1-  073 

Intere.st  on  investment ^-^qQ 

Total 4.064 
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Hence  the  cost  of  distribution,  including  interest,  is  1.611  mills,  or  $10.52 
per  horsepower-year.  (The  above  is  stated  and  repeatedly  restated,  in  kilo- 
watt-hour, kilowatt-year,  and  horsepower-year  terms,  pp.  2220-2227,  record 
hearings.) 

It  follows  that  the  cost  of  generating,  transmitting,  and  distributing  the 
power  from  Flathead  will  be  $28  plus  $10.52,  or  $38.52  per  horsepower-year. 
The  cost  at  Anaconda  as  stated  by  the  Montana  Power  Co.  includes  a  rental 
of  ^  i)er  horsepower  to  the  Indians  and  a  $1  loss  per  horsepower  through  the 
I'uniishing  of  cheap  power  to  the  irrigation  district.  Hence,  the  net  cost  of  gener- 
ating, transmitting,  and  delivering  the  Flathead  power  in  the  Montana  Power 
Co.'s  system  will  be  $36.52.  The  $28  for  generating  and  transmitting  includes 
allowed  return  on  investment  in  generating  plant  and  transmission  line.  If 
we  add  the  allowed  return  to  the  distribution  cost,  we  have  $10.52  plus  $1.17, 
or  $11.69,  as  the  total  for  distribution.  Thus,  the  total  cost,  including  allowed 
return,  for  production,  transmission,  and  distribution  of  the  Flathead  power, 
is  $37.69  per  horsepower-year  ($26  for  generating  and  distribution,  without 
rental,  plus  $11.60  distribution  cost). 

Hence  the  profit  to  the  Montana  Power  Co.  before  rental  is  considered  stands 
at  $10.21  for  each  horsepower-year  of  the  68,000  horsepower  which  is  to  be  its 
maximum,  or  for  each  of  the  72,700  horsepower  whicli  is  the  maximum  fixed 
by  the  War  Department  set-up  before  the  1-mill  energy  charge  is  instituted. 
Total  profit  above  allowed  return:  For  68,000  horsepower  $694,820  per  year 
and  for  72,700  horsepower  $742,281  per  year  (actually  more,  as  with  each 
rising  1,000  of  horsepower  the  factor  of  capital  investment  fixed  charges  rela- 
tively shrinks). 

To  the  above,  on  the  War  Department  formula  (item  c,  p.  1,  this  memoran- 
dum), would  have  to  be  added  $250,000,  that  net  loss  on  the  hypothetical  river- 
run  plant  which  would  be  overcome  by  storage.  Total  for  the  72,700  horse- 
power of  the  set-up,  $1,192,267  instead  of  the  $500,000  arrived  at  in  the  War 
Department  set-up.  Divided  by  4  equals  $298,066  of  rental  to  the  Indians 
instead  of  the  War  Department  set-up  result  of  $125,000  rental  to  the  Indians. 

But: 

(D)  The  War  Department  set-up  assumes  a  fiction  that  is  in  conflict  with 
the  record  and  with  all  records.  It  assumes  that  the  Indian-storage  and 
power-site  area  is  only  25  per  cent  of  the  total  storage  and  power-site  area. 
Actually,  that  area  is  50  per  cent  Indian.  So  if  we  accept  the  War  Depart- 
ment's formula,  we  are  compelled  to  multiply  the  above  Indian  rental  figure 
by  two,  or  $298,066  times  2  equals  $596,132  as  the  proper  Indian  rental  for  the 
72,700  horsepower  instead  of- the  $125,000  arrived  at  by  the  War  Department. 

What  W^ebs  We  Weave  when  Fiest  (  First  ? )  We  Practice  to  Deceive 

the  true  facts  about  revenue  from  flathead  site  no.  1  ;  about  the  right 
method  for  computing  indian  rental;  and  about  the  proper  minimum 
rental,  as  established  at  the  record  hearings 

These  facts  are  given  above;  but  they  were  also  fully  given  at  the  record 
hearings  by  the  Montana  Power  Co.  and  Federal  Power  Commission  witnesses 
under  examination  by  Commissioner  Scattergood.  Commissioner  Scattergood 
himself  took  a  clear  and  strong  position.  The  War  Department  set-up  (as 
presumptively,  likewise,  the  new  final  set-up  of  the  commission)  ignores  the 
record  data  and  \lolates  common  sense  as  well  as  equity  because  it  is  pre- 
determined to  cut  the  Indian  rental  to  a  fraction  of  that  which  the  hearings 
demonstrated  it  should  be. 

The  witnesses  at  the  hearing  testified  to  the  following : 

The  Montana  Power  Co.  furnished  at  the  hearings  its  estimate  of  the  Flat- 
head investment  and  of  the  operating  cost  including  allowed  return. 

The  Montana  Power  Co.  witnesses,  using  68,000  generated  horsepower  as  their 
basis  (their  stated  maximum  of  development),  utilized  in  their  Exhibit  8  a  cost 
figure  of  $18  per  horsepower  for  the  Flathead  power.  And  on  page  2266,  all 
parties  are  found  agreeing  that  $28.75  is  "  the  final  operating  revenue  per 
horsepower-year  of  electricity  at  the  bus  bars  of  the  system  as  a  whole."  The 
parties  agreeing  were  the  Montana  Power  Co.  witnesses,  Accountant  King  of 
the  Federal  Power  Commission,  and  Assistant  Commissioner  Scattergood  of  the 
Indian  Bureau. 

Then  on  page  2267,  Attorney  Kelly,  Montana  Power  Co.  witness,  under  Com- 
missioner Scattergood's  questioning,  applied  this  figure,  $28.75,  to  the  Flathead 
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horsepower  outinit.  and  I'eached  the  figure  $1,955,(KX)  as  the  .uross  revenue  to  be 
derived  Irom  the  I'iathead  site  with  68,000  used  horsepower,  based  on  the  bus- 
board  average  for  the  whole  Montana  Power  Co.  sj-steni; 

On  page  2268,  Commissioner  Scattergood  summarizes ;  "  It  is  a  fact,  is  it  not. 
that  using  the  system's  price  per  horsepower  as  a  whole,  including  profits,  that 
is,  the  gross  revenue,  it  would  show  $1,955,000  a  year  (for  the  I'lathead  site, 
68,000  used  horsepower)." 

On  the  same  pai:e.  2"J(»S.  Commissioner  Scattergood  (niotes  Chief  Engineer 
Cochrane  of  the  Montana  I'ower  Co. :  "  That  the  Flatliead  would  merge  into 
the  general  system  and  would  have  no  appreciable  effect  (on  costs)  except  that 
inasmuch  as  the  general  trend  of  value  might  change  (the  Flathead)." 

Then  on  page  2272,  Commissioner  Scattergood  suites:  "The  difference  be- 
tween $1,955,000  and  the  figures  that  you  put  in  for  an  8  lyev  cent  return 
*     *     *     is  $739,320.  is  it  not?"     And  Chief  Engineer  Cochrane  replies:  "Yes." 

So  much  for  the  revenue  "  above  allowed  return  "  which  the  Montana  Power 
Co.,  by  its  own  admissions  in  the  record,  would  derive  from  the  Flathead  site, 
before  taking  into  account  the  rental  to  the  Indians. 

This  excess  revenue  is  stated  as  9.8  per  cent  above  the  allowed  return,  i.  e., 
above  all  costs  plus  interest,  plus  allowed  earnings.  "Allowed  "  is  of  course  a 
purely  theoretical  word.  The  Montana  Public  Service  Commission  apparently 
"  allows  "  anything. 

Commissioner  Scattergood  continues  (p.  2278),  "We  have  a  figure  of  some- 
thing over  $7,00.000  (a  year)  (actually  $739,320),  in  addition  to  the  nearlv 
$200,000  (a  year)  *  *  *  from  the  Thompson  Falls  plant  *  *  *  $900,000 
(of  profit)  above  allowed  return,  which  is  available  to  be  disposed  of  by  the 
Federal  Power  Commission  and  the  Secretary  of  the  Interior  in  this  case  to 
be  distributed  as  seems  right  between  the  various  parties  in  interest." 

A  great  many  pages  of  the  record  hearings  are  devoted  to  establishing  the 
data  quoted  above,  and  to  establishing  the  obviously  right  method  for  determin- 
ing the  Indian  rental,  which  is  to  provide  for  the  payment  of  that  rental  out 
of  earnings  above  allowed  return. 

If  all  earnings  above  allowed  return  on  the  Flathead  site,  68,000  horsepower 
deveh.pment.  were  decreed  as  rental  to  the  Indians,  the  yearly  rental  would  be 
$490,000  as  a  minimum  and  $739,320  as  a  maximum,  excluding  the  Thompson 
Falls  factor,  or  $690,000  as  a  minimum  and  $939,000  as  a  maximum,  including 
the  Thompson  Falls  factor. 

If  only  half  the  excess  profit  above  the  allowed  return  were  paid  to  the 
Indians  in  rent,  and  the  other  half  were  bestowed  on  the  Montana  Power  Co..  the 
minimum  rental  for  68,000  horsepower  would  be  $247,500  a  year  without  the 
Thompson  Falls  factor  or  $347,500  with  it,  and  the  maximum,  without  the 
Thompson  Falls  factor,  would  be  $369,660,  while  the  maximum  with  the 
Thompson  Falls  factor  included  would  be  $469,600.  (Compare  with  the  more 
exact  results  given  in  sec.  C,  p.  2  of  this  statement.) 

The  above  results  contain  no  arbitrary  element;  they  are  found  in  .the  rec(n-d 
hearings,  and  the  methods  by  which  they  are  arrived  at  are  found  in  the 
record  hearings,  nor  were  they  controverted  in  the  record  hearings  except  by 
one  argument,  namely : 

That  the  Indian  rental  should  be  fixed  on  that  acreage  basis  which  would 
reduce  the  value  of  the  power-site  acreage  to  the  value  of  flowage  acreaue  ."o 
miles  away. 

lliMi  was  the  Montana  Power  Co.'s  argument  and  was  uncompromisiniiiy 
conibatied  (at  the  hearings)  by  Commissioner  Scattergood. 

And  that  argument  the  War  Dejiartment  set-up  has  accei)ted  i\]\<\  made  ba-^ic 
in  its  computations,  proceeding  then  to  cut  in  half  the  Indian  aereai:^   and 
for  good  measure  to  add  on  the  sundry  other  slashes  of  Indian  rental,  sinci 
fied  in  the  course  of  this  statement. 

The  Montana  Power  Co.  in  the  record  hearings  did  not  argue  that  Indian 
rentals  sln.uid  tie  deduced  from  a  fictitiously  low  sales  price  between  the  dmnmy 
Rock  Mountain  i'ower  Co.  and  its  owner,  the  Montana  Power  Co.  Such  argu- 
ment could  scarcely  have  been  attempted  in  open  meeting. 

If  attempt*  (1.  it  would  have  revealed  why  it  was  that  Rocky  Mountain  Powcm- 
Co,  dummy  was  In-ought  into  the  situation  at  all. 

But  this  unaitrued  hope — this  unconfessed  purpose  of  the  Montana  Powvm- 
Co. — is  adopted  wiiliout  a  word  of  justification  or  explanation,  by  the  War 
Department  en;4iiieeis. 

The  American  Indian  Defense  Association    (Inc.), 
John  Collier,  Executive  Secretary. 
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The  Flathead  Indian  Power-Site  Rental  Proposal  of  the  Interior 

Department 

On  March  25,  before  this  committee,  I  analyzed  the  rental  set-up  of  the 
War  Departineiu   dealing  with  Flathead  site  No.  1. 

I  showed  thai  among  other  false  data  and  methods  of  that  set-up,  were  the 
following : 

1.  It  inflated  the  capital  investment  by  nearly  $1,000,000. 

2.  It  diminished  the  Indian  acreage  by  half. 

3.  It  assumed  an  identical  transmission  investment  for  220,000,000  kilowatt- 
hours   and   for  690,000,000  kilowatt-hours. 

4.  It  assumed  a  selling  price  at  the  end  of  the  transmission  line  representing 
nothing  but  cost. 

I  did  not  i)oint  out  in  my  sworn  statement,  but  I  later  pointed  out  in  a 
public  statement,  that  this  War  Department  set-up,  in  addition  to  all  the 
above  errors,  more  than  doubled  the  estimated  transmission  losses,  with  con- 
sequent depression  of  the  Indian  rental.^ 

There  was  a  disposition  to  treat  the  War  Department  set-up.  as  of  no  great 
importance  because  it  was  not  binding  on  the  Secretary  of  the  Interior  or  on 
the  Federal  Power  Commission. 

Now  a  fourth  set-np  has  been  prepared,  and  this  set-up  represents  the 
Secretary  of  the  Interior's  office  as  a  whole.  It  has  been  laid  before  the 
Montana  delegation  in  Congress.  It  has  been  submitted  as  a  tentative  or 
final  proposal  to  the  Montana  Power  Co.  This  new  and  authoritative  rental 
proposal  takes  into  account  the  criticisms  which  I  made  with  respect  to  some 
of  the  false  data  and  some  of  the  false  computations  in  the  War  Department 
set-up. 

These  grotesque  but  relatively  secondary  defects  in  the  War  Department  set- 
up are  corrected  in  the  new  Interior  Department  set-up. 

But  the  main  evils  of  the  War  Department  set-up  are  preserved  in  full  force 
by  the  new  Interior  Department  set-up,  which,  as  I  have  stated,  has  actually 
been  laid  before  the  Montana  Power  Co.,  by  the  Secretary  of  the  Interior. 

I  insisted  that  the  War  Department  set-up  was  a  highly  significant  document 
because  it  was  the  last  of  three  set-ups  and  had  been  prepared  on  the  request 
of  the  Secretary  of  the  Interior  by  those  Army  engineers  who  are  the  Federal 
Power  Commission  engineers  likewise  and  who  have  been  in  charge  of  the 
Flathead  matter  through  a  term  of  years. 

The  new  rental  proposal  establishes  among  other  things  that  the  War 
Department  scheme  was  not  accidental,  a6d  that  it  did  embody  a  fixed  policy 
of  the  Federal  Power  Commission  and  the  Secretary  of  the  Interior.  It 
establiishes  this  by  utilizing  the  same  major  false  assumptions  and  arbitrary 
determinations  which  are  contained  in  the  War  Department  set-up. 

I  therefore  ask  to  be  permitted  to  insert  the  new  rental  proposal  into  this 
hearing  and  to  explain  and  criticise  the  new  proposal.  This  new  rental 
proposal  was  exhibited  to  me  by  Secretary  Wilbur  without  any  injunction 
of  confidence.  I  copied  its  details  up  to  85,000  horsepower  generation  on  site 
No.  1.  As  the  proposal  was  not  treated  as  confidential,  I  feel  that  it  is  right 
to  offer  it  for  the  record.     (The  document  was  admitted  to  the  record.) 

the   new   proposal  is    much    more   unfavorable   to   the   INDIANS   THAN    WAS    THE 
earlier   set-up   of  THE   WAR   DEPARTMENT 

It  not  only  holds  down  the  Indian  rental  to  less  than  one-third  of  the  proper 
figure  as  derived  from  the  sworn  testimony  before  the  Federal  Power  Com- 
mission. It  goes  further  and  requires  of  the  Montana  Power  Co.  $31,600 
less  in  rental,  direct  and  indirect,  than  that  company  stated  under  oath  that 
it  was  able  and  prepared  to  pay.  It  cuts  the  Indian  rental,  for  the  amount 
of  power  which  the  Montana  Power  Co.  will  use,  in  the  amount  of  $20,600  a 
year  below  the  figure  named  by  the  War  Department. 

I  have  stated  that  some  of  the  more  grotesque  errors  of  fact  and  computation 
in  the  War  Department  set-up  have  been  corrected  in  this  new  and  pre- 
sumptively final  proposal. 

These  errors  which  have  been  corrected  are  all  of  minor  character.  The 
major  errors  and  hurtful,  arbitrary  policies  have  been  left  untouched. 

1  See  mimeographed  memorandum  Apr.  4,  1930 ;  mimeographed  memorandum  Mar. 
28,  1930  ;  testimony  before  the  Senate  Inddian  Investigation  Comittee  Mar.  25,  1930. 
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Among  these  major  wrongs,  preserved  in  the  new  rental  scheme  is  the  fiction 
that  the  Rocky  Mountain  Power  Co.,  the  dummy  of  the  Montana  Power  Co., 
is  the  only  element  to  be  considered  by  the  Government  in  tixing  rentals  or  in 
regulating  the  use  of  the  power  site.  I  shall  explain  how  this  fiction  makes 
possible  the  enormous  slashing  of  the  Indian  rental  and  damages  the  public 
as  well  as  the  Indians. 

In  another  respect,  thoroughly  bad,  the  new  rental  proposal  ^oes  much  further 
than  the  War  Department  proposal  went.  Its  discrimination  against  the  com- 
peting applicant  and  its  penalty  on  full  development  of  the  sites  is  more  extreme 
than  was  proposed  by  the  War  Department.  While  cutting  to  a  still  lower 
figure  the  rental  of  the  Montana  Power  Co.  for  the  amount  of  ix)wer  which 
that  company  proposes  to  generate,  the  new  scheme  increases  by  25  per  cent 
the  energy  charge,  to  begin  at  68,000  horsepower,  which  only  the  competitor, 
Walter  H.  Wheeler,  would  have  to  pay. 

Under  this  new  proposal,  the  Montana  Power  Co.  would  be  charged  only 
$1.54  per  horsepower  for  all  the  power  it  would  generate,  while  the  competitor 
would  be  charged  $8.16  for  every  horsepower  above  the  Montana  Power  Co.'s 
maximum  generation  figure,  in  addition  to  being  required  to  pay  the  same  fixed 
charge  as  the  Montana  Power  Co.  for  the  power  generated  below  68,000  horse- 
power. I  now  proceed  to  a  discussion  of  the  two  outstanding  features  of  the 
new  rental  proposal  of  the  Interior  Department. 

First.  The  new  proposal  gives  to  the  Montana  Power  Co.  all  of  the  horsepower 
which  that  company,  as  repeatedly  sworn  to  and  explained  by  it.  will  or  can 
use,  at  a  very  low  figure,  actually  much  lower  than  the  figure  which  the  com- 
pany four  months  ago  stated  that  it  was  prepared  to  pay ;  while  the  competitor 
is  knocked  out  of  the  situation  by  a  sudden  and  enormous  increase  of  rental, 
beginning  at  exactly  that  total  of  used  power  which  represents  the  upward 
limit  beyond  which  the  Montana  Power  Co.  will  not  go,  but  which  represents 
only  a  fraction  of  that  total  which  the  competitor  intends  to  develop  and  to  sell. 

Second.  The  hoax  of  the  Rocky  Mountain  Power  Co.  dummy  corporation  is 
preserved  in  the  new  rental  proposal  and  is  used  to  enormously  diminish  the 
Indian  rental. 

I  now  proceed  to  prove  the  two  statements  just  made. 

WHAT  THE  ROCKY   MOUNTAIN    POWER   CO.    ORIGINALLY   OFFERED 

I  do  not  refer  to  the  memorandum  of  February  17,  1927,  devised  by  the  Indian 
Bureau  and  signed  by  the  Montana  Power  Co.,  proposing  the  split-up  of  a  $1 
per  horsepower  rental  between  the  Indians,  the  Government,  and  the  settlers. 
I  refer  to  that  company's  testimony  at  the  Federal  Power  Commission  hearings 
last  November  and  December. 

On  page  1338  of  the  hearings,  it  is  testified  by  Mr.  Cochrane,  chief  engineer 
of  the  Montana  Power  Co.,  that  $18  is  to  be  the  switchboard  cost  at  Flathead, 
including  interest,  allowed  return,  and  rentals.  One  dollar  of  rental" is  included 
for  the  Indians  and  $1  of  rental,  in  a  slightly  disguised  form,  for  the  white 
settlers — the  irrigation  district.  This  dollar  of  rental  to  the  irrigation  district 
is  the  cost  of  furnishing  cheap  power  to  that  district,  translated  into  a  per 
horsepowet  cost  to  the  company.  It  is  fully  set  forth  in  the  company's  Exhibit 
12  and  in  the  testimony,  page  1643,  of  the  hearings.  The  total  of  $1  plus  $1 
for  68,000  horsepower  is  $136,000. 

If  there  be  any  doubt  on  this  subject,  it  is  abolished  by  the  company's 
testimony  through  Mr.  Cochrane,  on  page  1413  of  the  hearings.  There  the 
expenses  of  the  Flathead  site  are  listed,  and  the  first  item  is  as  follows :  "  Lease 
of  power  site,  $136,000." 

Mr.  Kelly,  attorney  for  the  company,  asks :  "  That  is  based  upon  a  70  per  cent 
eflftciency  figure  and  an  85  per  cent  utilization  factor,  as  referred  to  in  your 
testimony  yesterday?"  And  Mr.  Cochrane  answers:  "Yes,  and  is  as  shown 
at  the  top  of  the  sheet." 

The  70  per  cent  efficiency  figure  and  85  per  cent  utilization  factor  mean 
68,000  average  used  horsepower. 

In  brief,  the  company  offered  $136,000  for  rent  and  the  Secretary  of  the 
Interior  now  asks  the  company  to  pay  $104,400  for  rent. 

This  astonishing  action  by  the  Secretary  does  not  appear  on  the  face  of 
the  new  rental  proposal.  The  company  was  going  to  pay  $136,000  to  the 
Indians  and  the  whites.  The  new  rental  proposal  drops  the  whites  out  of  tiie 
picture;  they  are  to  get  nothing.  I  am  not  arguing  that  they  should  get  any- 
thing.    The  Indian  rental  is  then  increased  from  $68,000  to  $104,400. 
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Nowhere  does  the  new  rental  proposal  contemplate  or  allow  for  any  considera- 
tion to  the  whites  in  any  way,  shape,  or  form. 

In  a  nutshell,  to  repeat,  the  company  offered  $136,000  a  year  for  the  amount 
of  power  which  is  its  average  ultimate  figure,  and  the  new  rental  set-up  cuts 
this  down  to  $104,400.     (See  part  1  of  this  statement.) 

WHAT   MAXIMUM   OF  POWER   THE  MONTANA    POWER  OO.    WILL  GENERATE 

The  next  point  to  establish  is  the  fact  so  exhaustively  stated,  argued,  and 
proved  by  the  Montana  Power  Co.  itself,  that  the  Rocky  Mountain  Power  Co. 
is  not  going  to  utilize  more  than  the  68,000  horsepower  for  which  it  would  pay 
a  fixed  charge  of  $104,400. 

It  has  been  repeatedly  suggested,  though  always  informally,  that  actually 
the  company  will  utilize  much  more  than  68,000  horsepower  and  therefore  that 
the  company  will  pay  an  energy  charge  as  well. 

It  is  suggested  that  the  Montana  Power  Co.  testified  as  it  did  in  the  hearings 
for  some  ulterior  reason,  and  was  not  frank  or  truthful  at  the  hearings. 

The  hearings  do  not  support  any  such  inteiTpretation.  On  the  contrary,  they 
outlaw  any  such  interpretation,  in  not  one  but  many  parts  of  the  record. 

For  example,  I  refer  you  to  the  extended  argument  by  Mr.  Cochrane,  page 
1332  and  forward,  which  concludes :  "  We  have  68,000  horsepower  as  salable 
continuous  power."  I  refer  you  to  page  1347  and  forward,  where  tliis  very 
question  of  a  possibility  of  more  than  a  68,000  output  by  the  Montana  Power 
Co.  is  argued.  In  these  pages  the  Walter  H.  Wheeler  purpose  of  working  on 
a  100  per  cent  load  factor  is  discussed.  The  Montana  Power  Co.  witnesses 
insist  that  their  diversified  system  forbids  such  a  used  factor  in  the  case  of 
their  plants  including  the  Flathead.  On  page  1429  the  matter  is  again  fully 
discussed,  and  the  following  words  are  used  between  Mr.  Forbes,  attorney  for 
Walter  H.  Wheeler,  and  Mr.  Cochrane,  chief  engineer  for  the  Montana  and 
Rocky  Mountain  Power  Cos. : 

Mr.  Forbes.  "  You  would  not  expect  to  see  more  than  68,000  horsepower 
in  that  site." 

Mr.  Cochrane.  "  Not  on  the  average,  over  an  extended  period  of  years.  In 
some  years  we  might." 

Again  there  is  a  lengthy  discussion  on  this  subject,  beginning  page  1497-1498, 
when  Mr.  Cochrane  is  under  examination  by  Mr.  Ely,  of  the  Interior  Depart- 
ment. Mr.  Cochrane  specifically  combats  certain  inferences  which  might  have 
been  drawn  from  the  ratio  between  the  ^Montana  Power  Co.'s  developed  horse- 
power and  used  horsepower  in  1928.     I  quote  part  of  this  dialogue. 

Mr.  Cochrane.  "The  low-water  capacity  (at  the  Flathead,  by  the  Montana 
Power  Co.  engineering  plan)  is  80,000  horsepower." 

Mr.  Ely.  "And  what  output  in  horsepower  years  do  you  expect  to  pro- 
duce at?  " 

Mr.  Cochrane.  "  Sixty-eight  thousand  on  the  average." 

Then  Mr.  Cochrane,  under  Mr.  Ely's  questioning,  proceeds  to  restate  the 
85  per  cent  used  factor  as  being  all  that  they  can  expect  to  achieve  at  the 
Flathead  site. 

In  view  of  the  above  and  many  other  parts  of  the  record,  which  are  uniform 
and  uncontroverted,  I  submit  that  it  is  wholly  unwarranted  to  talk  about  a 
used  horsepower  of  more  than  68,000  at  the  Flathead  site  under  the  Rocky 
Mountain  Power  Co.  application. 

The  Rocky  Mountain  and  Montana  Power  Cos.  did  not  stumble  into  the  record 
hearings  before  the  Federal  Power  Commission.  They  had  been  preparing 
their  case  for  years.  They  had  claimed  that  prior  to  1929  they  had  spent 
$40,0(X)  in  salaries  alone,  preparing  their  case,  and  over  $22,000  in  borings,  etc., 
in  preparing  their  case,  and  altogether,  $181,000. 

Then  the  record  shows  that  on  this  subject  of  the  power  which  they  would 
develop  and  use,  if  on  no  other  subject,  the  Rocky  Mountain  and  Montana 
Power  Cos.  were  testifying  honestly,  in  accordance  with  their  experience,  their 
market  and  their  engineering  plans. 

Why  is  the  subject  of  great  importance?    I  will  proceed  to  show  why. 

how     THE     NEW     RENTAL     PROPOSAL     SLASHES     THE     INDIAN     RENTAL,     FAVORS     THE 
MONTANA    POWER    CO.,    AND    KNOCKS    OUT    THE    COMPETITOR 

The  new  rental  proposal,  as  I  have  already  pointed  out,  calls  for  only  a 
$104,400  per  annum  rental  below  68,000  horsepower. 

Sixty-eight  thousand  horsepower  is  the  Montana  Power  Co.'s  ultimate  total 
of  power  to  be  used. 
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The  competitor,  as  established  in  the  record  hearings,  will  employ  a  100 
per  cent  instead  of  an  85  per  cent  use  factor;  he  will  contract  on  that  basis 
per  horsepower  per  year,  with  his  customers ;  he  will  develop  a  larger  storage, 
hence  a  larger  prime  power  capacity.  His  used  power  at  site  No.  1  will  be, 
according  to  his  plans,  exhaustively  argued  at  the  hearings,  105,000  horsepower. 
None  have  contended  that  his  used  power  would  be  less  than  80,000  horsepower. 

Now  we  look  at  the  new  rental  proposal.  We  tind  that  at  exactly  08,000 
horsepower  an  energy  charge  of  l^^  mills  per  kilowatt-hour  is  suddenly  loaded 
onto  the  licensee.  That  is  $8.1G  of  additional  rental  for  every  horsepower  used 
above  08,000. 

There  is  no  escape  from  the  conclusion  which  has  to  be  drawn  from  the  new 
rental  set-up.  That  set-up  discriminates  against  tlie  Indians  and  against  any 
competitor  and  in  favor  of  the  Montana  Power  Co.  in  an  even  more  extreme 
way  than  did  the  War  Department  set-up. 

The  new  rental  set-up  is  nothing  less  than  deadly  in  its  character.  It 
camouflages  its  still  more  extreme  favoritism  to  the  Montana  Power  Co..  by 
adding  25  per  cent  to  an  energy  charge  which  that  company  will  never  pay  but 
which  the  competitor  would  pay.  It  dangles  before  the  Indians  the  prospect 
of  a  high  rental  derived  from  an  energy  charge  which  the  Montana  Power  Co. 
will  never  have  to  meet,  while  cutting  still  lower  the  fixed  charge  which  by 
this  proposal  is  the  only  rental  that  the  Indians  can  ever  get  from  the 
Montana  Power  Co. 

THE    BLUFFING    GAME    OF    THE    MONTANA    POWER    CO. 

It  is  understood  that  the  Montana  Power  Co.  is  pretending  to  be  much  injured 
by  being  asked  to  pay  $104,400  rent,  or  less  than  one-sixth  of  its  minimum 
excess  profits   (above  allowed  return)    from  the  Flathead  site. 

It  is  reported  by  oflacials  who  hide  their  smiles  that  the  Montana  Power 
Co.  is  very  anxious  to  disappear  from  the  picture  altogether;  that  the  Gov- 
ernment is  having  to  make  a  supreme  effort  to  persuade  the  Montana  Power 
Co.  not  to  withdraw. 

Prior  to  1929  the  company  had  spent  $181,000  in  its  endeavor  to  get  this 
license,  and  during  1929  it  spent  a  great  many  thousand  dollars  more.  To-day 
the  company  is  "  moving  heaven  and  earth "  to  break  down  the  Flathead 
Tribe's  resistance  to  its  raid  against  the  power  site.  The  Indian  Bureau 
is  helping  the  company  in  this  effort. 

It  is  reported  by  men  who  do  not  smile  that  the  Montana  Power  Co.  has 
ceased  to  use  any  political  influence  to  get  this  1 'cense.  In  such  event  it 
is  very  strange  that  this  new  rental  proposal  should  not  only  favor  the 
Montana  Power  Co.  overwhelmingly  against  its  competitor ;  should  not  only 
throw  the  heavy  energy  charge  into  the  rental  obligation  at  exactly  68,000 
horsepower,  so  as  to  immunize  the  Montana  Power  Co.,  handicap  the  com- 
petitor, and  delude  the  Indians  with  a  phantom. 

THE   ROCKY    MOUNTAIN    POWBll   CO.    DUMMY MOST    SINISTER   OF   ALL 

But  the  strangest  circumstance  of  all,  in  the  absence  of  any  political  in- 
fluence, is  the  one  which  I  shall  now  deal  with,  which  is  more  injurious  to  the 
Indians  than  any  other. 

Why,  in  the  absence  of  political  influence,  do  the  Federal  Power  Connnis- 
sion  and  Interior  Department  insist  on  treating  the  Rocky  Mountain  Power 
Co.  as  though  it  were  a  bona  fide  independent  and  final  agency  beyond  which 
the  Government  is  forbidden  to  look?  Why  this  complete  reversal  of  the 
Government's  position  as  taken  at  the  Power  Commission  hearings  four 
months  ago? 

The  Rocky  Mountain  Power  Co.  has  never  pretended  in  the  past  that  it  was 
anything  but  a  dummy.  The  Montana  Power  Co.  lias  never  so  pretended. 
The  record  is  complete.  The  Rocky  Mountain  Power  Co.  is  a  dummy  cor- 
poration, capitalized  at  $500,000,  owned  and  officered  by  the  Montana  Power 
Co.  One  thousand  dollars  has  been  i.ssued.  The  dummy  must  sell  to  its 
owner  and  to  none  other,  and  Mr.  Ryan,  the  owner's  and  the  dummy's 
president,  is  to  fix  the  sales  price. 

The  Government  is  dealing  with  the  Montana  Power  ('o.  The  Govern- 
ment as  trustee  for  the  Indians  is  charged  with  the  duty  of  fixing  an  Indian 
rental  with  respect  to  the  excess  profit  above  allowed  return  whicli  the  Mon- 
tana Power  Co.  will  make  on  the  Flathead  power.     Th(»  Power  Connnission 
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hearings  established  this  obligation ;  it  was  asserted  at  the  hearings  by  the 
official  guardian  of  the  Indians. 

The  record  hearings  establish  with  great  detail  what  these  Montana  Power 
Co.  earnings  will  be.  They  will  be  $10.21  per  horsepower  year  for  the  68,000 
horsepower  to  be  used  by  the  Montana  Power  Co,  from  the  Flathead  site.  The 
total  profit  above  allowed  return  will  be  $694,280  per  year.  (The  details 
are  given  in  the  April  4  memorandum  of  the  Indian  Defense  Association. 

If  the  presumption  contained  in  tiie  new  rental  set-up  were  adopted,  and 
46  per  cent  of  the  company's  excess  profit  were  decreed  to  the  Indians  as  rental, 
the  rental  for  68,000  horsepower  should  therefore  be  $319,838. 

The  new  rental  proposal  cuts  that  rental  figure  down  to  $104,400.  (No 
political  influence ! ) 

And  the  principal  device  through  which  this  result  is  accomplished,  is 
the  fiction  of  treating  the  Rocky  Mountain  Power  Co.  as  being  not  a  dummy 
and  a  bookkeeping  fict  on,  but  an  autonomous  and  final  entity  and  of  treating 
the  Montana  Power  Co.  as  if  it  did  not  exist. 

There  is  no  law  and  no  implication  of  law,  and  there  is  certainly  no  public 
or  trusteeship  obligation,  requiring  the  officers  of  the  Government  to  adopt 
the  Rocky  Mountain  Power  Co.  dummy,  to  deal  with  it  as  the  master,  and  by 
this  maneuver  to  allow  the  master  to  appropriate  the  Indian  rentals  to  his  own 
pocket  while  at  the  same  time  hiding  his  inflated  profits  from  the  public. 

SUMMARY 

This  new  and  presumptive  final  rental  proposal  has  been  purged  of  the 
engineering  and  mathematical  illiteracies  of  the  War  Department  set-up, 
but  not  of  any  one  of  the  really  sinister  features  of  that  earlier  set-up. 

It  is  a  blow  at  the  interest  of  the  State  of  Montana  and  the  whole  North- 
west area,  no  less  than  a  blow  at  the  Indians. 

As  an  alleged  expression  of  the  fiduciary  obligation  of  the  Government  as 
guardian  over  the  Indians,  the  proposal  is  grotesquely  bad — it  is  inde- 
fensible. 

It  raises  the  question,  not  whether  political  infiuence  is  being  used,  but 
whether  a  complete  identification  of  thought  and  purpose  has  grown  up 
between  the  officers  of  the  Government  and  the  Electric  Bond  &  Share  Co. 

If  delay  be  involved  in  not  delivering  this  giant  power  site  to  the  Electric 
Bond  &  Share  Co.  under  such  conditions,  destructive  as  they  are  of  public  and 
Indian  interest  and  of  guardianship   obligation,   then  let  there  be   delay. 

A  mendacious  effort  has  been  made  by  the  Montana  Power  Co.,  the  Indian 
Bureau  Superintendent  of  the  Flathead  Reservation  and  Congressman  Cram- 
ton,  of  Michigan,  to  make  it  appear  that  the  Flathead  Tribe  are  clamoring 
for  instant  action  regardless  of  terms — instant  action  delivering  the  Flathead 
site  to  the  Montana  Power  Co. 

This  propaganda  effort,  financed  by  Montana  Power  Co.  money,  has  been 
tolerated  by  the  Secretary  of  the  Interior  and  the  Commissioner  and  Assistant 
Commissioner  of  Indian  Affairs.  As  proved  by  the  letters  of  Commissioners 
Rhoads  and  Scattergood  which  I  placed  in  the  record  March  25,  the  bureau 
chiefs  have  done  more  than  tolerate  this  activity  by  and  for  the  Montana 
Power  Co.  with  and  through  their  subordinates.  They  have  helped  that  activity 
to  become  effective  and  persuasive.  They  stubbornly  i^ersist  in  this  demoralizing 
action. 

I  offer  some  additional  affidavits  by  Indians,  bearing  on  the  use  of  money 
given,  money  promised,  and  other  favors  given  and  promised,  by  a  group  of 
bought  Indians  who  are  in  collusion  with  the  superintendent  of  the  Flathead 
Reservation,  with  the  apparent  knowledge  and  consent  of  the  department  chiefs 
at  Washington. 

The  Flathead  Ti-ibe  is  not  clamoring  for  the  completion  of  this  ruinous 
transaction  which  would  in  effect  divest  the  tribe  of  a  huge  property  without 
ccmi)ensation  for  two  lifetimes.  The  tribe  is  clamoring  against  such  action, 
as  has  already  been  fully  proved  before  your  committee. 

Mr.  Forbes.  Did  you  have  a  conversation  with  the  Secretary  of 
the  Interior  recently  regarding  the  report  of  the  Department  of 
Agriculture  on  the  feasibility  of  Mr.  Wheeler's  plan  for  the  develop- 
ment of  power  for  industrial  purposes  ? 

Mr.  Collier.  I  asked  the  Secretary  of  the  Interior  about  the  report 
made  by  the  Department  or  Agriculture  on  the  feasibility  of  fertilizer 
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production  in  the  Montana  area  through  the  Flathead  power  site 
project,  and  he  stated  that  the  report  had  been  made,  that  it  was 
more  adverse  to  the  contentions  of  Walter  H.  Wheeler  than  the  prior 
reports,  and  that  it  had  not  been  made  public  because  it  would 
appear  as  an  attack  upon  Mr.  Wheeler.  The  conversation  was  brief 
and  casual.  I  have  not  read  the  report,  but  I  gathered  from  the 
conversation  that  the  report  was  decisively  adverse  to  the  plan  of 
Mr.  Wheeler. 

Mr.  Forbes.  If  the  chairman  please,  for  that  very  reason  we  ask 
that  the  report  go  into  the  record.  I  personally  know  that  the  facts 
are  the  other  way,  and  that  the  second  report  of  the  Department  of 
Agriculture  is  very  favorable,  indeed,  to  Mr.  Wheeler's  plans,  where- 
as, the  first  was  not.  I  say  that  with  all  due  respect  to  the  Secretary 
of  the  Interior.  I  am  afraid  we  don't  appreciate  the  protection  he 
has  been  striving  to  give  my  client,  and  I  ask  that  that  report  of  the 
Department  of  Agriculture  be  made  a  part  of  the  record.  It  involves 
our  proposal  and  I  would  be  very  glad  to  have  it  inserted  in  the 
record. 

Senator  Wheeler.  Have  you  got  a  copy  of  the  report  ? 

Mr.  Forbes.  A  copy  of  the  report  has  been  sent  to  the  chairman, 
as  I  understand. 

The  Chairman.  I  asked  the  Secretary  of  the  Interior  for  a  copy 
of  the  report,  and  he  stated  in  his  letter  that  he  wouldn't  like  to  have 
it  made  public. 

Mr.  Forbes.  In  view  of  the  fact  that  we  have  disagreed  with  the 
statement  of  the  Secretary  of  the  Interior  that  the  report  was  less 
favorable  than  the  first  report,  I  think  both  reports  should  be  made 
a  part  of  the  record. 

The  Chairman.  That  will  be  taken  under  consideration.  I 
wouldn't  want  to  take  the  responsibility  of  putting  it  in  the  record 
without  first  ascertaining  the  attitude  of  the  other  members  of  the 
subcommittee. 

Mr.  Forbes.  I  understand  that  the  Secretary  of  the  Interior  has 
withheld  that  report  from  publicity  with  the  desire  of  protecting 
Mr.  Wheeler.    We  desire  to  have  it  made  public. 

Senator  Wheeler.  I  think  it  is  entirely  up  to  the  chairman.  The 
report  was  sent  to  him,  and  if  he  wants  to  make  it  public  that  is 
up  to  the  chairman.    I  have  got  to  go  to  another  meeting. 

The  Chairman.  I  will  take  this  under  consideration  for  the 
present. 

Note. — Since  the  date  of  said  hearing  the  chairman  has  learned  that  the 
Secretary  has  made  said  letter  public,  and,  therefore,  it  is  ordered  that  the 
eame  be  inserted  as  part  of  this  record. 

(Said  letter  is  herewith  inserted  as  follows:) 

United  States  Department  of  AoBiCLnLTURE, 

Bureau  of  Chemistry  and  Soils, 

Washington,  January  29,  19S0. 
Mr.  F.  E.  BoNNBB, 

Executive  Secretary,  Federal  Power  Oonmiission, 

Washington,  D.  C. 
Dear  Sir:  At  the  request  of  Assistant  Secretary  Dunlap,  this  bureau  has 
further  investigated  the  transcript  of  the  evidence  taken  at  the  hearings  before 
the  Federal  Power  Commission,  on  the  conflicting  applications  for  the  Flathead 
power  site  (E.P.-5  and  868-Montana,  Rocky  Mountain  Power  Co.,  Walter  H. 
Wheeler).    The  following  report  suixjrsedes  that  of  December  17,  1929. 
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According  to  the  evidence  presented  at  the  hearings  before  the  commission, 
it  seems  that  under  the  most  favorable  conditions  it  would  be  a  number  of 
years  before  fertilizer  plants  could  begin  oiieration  at  the  Flathead  power  site. 
In  this  connection  it  should  be  noted  that  the  domestic  fertilizer  industry  is 
undergoing  a  period  of  transition  as  regards  manufacturing  methods  and  types 
of  materials  produced,  particularly  with  respect  to  the  phosphate  materials 
which  form  the  basis  of  Mr.  Wheeler's  plan  for  the  production  of  concentrated 
fertilizers.  It  is  believed  that  the  next  few  years  will  witness  some  radical 
changes  in  the  domestic  fertilizer  industry,  and  it  is  quite  possible  that  proc- 
esses which  could  now  produce  concentrated  phosphat  fertilizer.^  economically 
will  be  rendered  obsolete,  at  least  in  certain  parts  of  the  country. 

There  is  a  growing  tendency  in  the  fertilizer  industry  to  link  the  production 
of  fertilizer  with  the  production  of  chemicals  for  technical  purposes.  The 
agricultural  industry  offers  by  far  the  greatest  field  for  the  consumption  of 
phosphoric  acid  and  fixed  nitrogen  products,  which  must  be  produced  on  a 
large  scale  in  order  to  bring  manufacturing  costs  to  the  lowest  possible  point. 
By  producing  phosphoric  acid  and  fixed  nitrogen  products  for  both  agricultural 
and  technical  purposes  the  manufacturer  is  able  to  obtain  the  cost  advantage 
resulting  from  large-scale  operation,  and  correspondingly  increase  the  demand 
for  these  materials  in  technical  and  industrial  operation.  This  is  the  present 
tendency  in  the  fixed  nitrogen  and  concentrated  fertilizer  industry,  and  it  is 
believed  that  a  similar  combination  of  products  and  processes  is  necessary  if 
the  most  economical  production  of  fertilizer  is  to  be  obtained  at  the  Flathead 
power  site. 

Mr.  Wheeler's  plan  for  fertilizer  manufacture  is  based  primarily  upon  the 
production  of  phosphoric  acid  by  the  electric  furnace  process.  This  process 
has  been  in  operation  in  the  United  States  for  10  years  by  the  Federal  Phos- 
phorus Co..  Anniston,  Ala.  It  has  been  demonstrated  that  the  process  is 
technically  sound  and  is  capable  of  successful  operation  on  a  commercial  scale, 
but  because  of  the  high  cost  of  electric  power  the  present  domestic  production 
of  electric  furnace  phosphoric  acid  is  used  almost  entirely  in  the  manufacture 
of  technical  and  industrial  chemicals.  A  small  portion  of  the  production  is 
marketed,  however,  in  the  form  of  concentrated  fertilizers  for  special  uses. 
A  phosphoric-acid  plant  operating  on  hydroelectric  power  has  recently  been 
completed  in  France,  and  is  reported  to  be  producing  principally  concentrated 
fertilizers.  A  somewhat  similar  process  is  being  used  in  Germany  for  the  manu- 
facture of  concentrated  phosphate  fertilizers. 

Phosphoric  acid  produced  by  the  electric  furnace  process  at  Flathead  would 
be  required  to  compete  with  phosphoric  acid  produced  by  the  sulphuric  acid 
process  at  Anaconda,  Mont.  Mr.  Wheeler  has  based  his  plan  for  fertilizer 
production  at  Flathead  on  electric  power  at  $15  per  horsepower-year,  coke 
breeze  at  $8  per  ton,  and  phosphate  rock  at  $3  per  ton.  The  witnesses  for  the 
Rocky  Mountain  Power  Co.  state  that  for  the  manufacture  of  phosphoric 
acid  by  the  sulphuric  acid  process  at  Anaconda,  phosphate  rock  costs  $6  per 
ton,  and  sulphuric  acid  $3.50  per  ton. '  If  we  accept  the  figures  on  costs  of  raw 
materials  and  power  for  the  electric  furnace  process  at  Flathead  and  the 
sulphuric  acid  process  at  Anaconda,  respectively,  as  stated  by  the  applicants  in 
the  hearings  before  the  Power  Commission,  then  it  is  believed  that,  from  the 
standpoint  of  production  costs,  phosphoric  acid  produced  by  the  electric  furnace 
process  at  Flathead  would  be  able  to  compete  at  the  present  time  with  phos- 
phoric acid  produced  by  the  sulphuric  acid  process  at  Anaconda.  Whether  this 
would  be  true  in  the  future  is  rendered  quite  uncertain,  however,  because  of 
the  large  potential  tonnage  of  by-product  sulphuric  acid  available  in  the  western 
States.  The  manufacture  of  by-products  offers  some  possibilities  in  connection 
with  the  production  of  electric  furnace  phosphoric  acid,  but  processes  for  the 
manufacture  of  these  by-products  have  not  yet  been  perfected  to  the  point  of 
commercial  operation,  and  at  present  it  is  not  advisable  to  consider  them  as 
factors  contributing  to  the  production  of  cheap  phosphoric  acid. 

Since  the  sulfuric  acid  produced  at  Anaconda  is  obtained  as  a  by-product  of 
smelting  operations  and  can  not  be  economically  disposed  of  except  in  the 
manufacture  of  phosphoric  acid  and  phosphate  compounds,  it  is  conceivable  that 
in  the  face  of  competition  its  value  as  charged  to  the  production  of  phosphoric 
acid  might  be  materially  reduced  from  the  figure  of  $3.50  per  ton  as  stated  in 
the  record.  It  also  seems  that  by  operating  the  phosphate  rock  mines  on  a 
larger  scale  than  is  done  at  present  a  material  reduction  could  be  effected  in 
the  figure  of  $6  per  ton  for  phosphate  rock,  which  is  stated  in  the  record  as 
being  the  present  cost  at  Anaconda.     It  is  believed,  on  the  other  hand,  that 
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Mr.  Wheeler's  estimated  costs  of  $8  per  ton  for  coke  breeze,  and  $3  per  ton  for 
phosphate  rock  at  Fhithead,  represent  minimum  costs  and  that  a  further  reduc- 
tion in  the  cost  of  these  materials  will  not  be  possible.  It  is  believed  that 
material  reduction  in  operating  costs  can  be  eftected  in  both  the  electric 
furnace  and  the  sulfuric  acid  processes  for  phosphoric  acid  by  the  erection 
of  larger  plants  than  have  been  constructed  up  to  the  present  time. 

Low  costs  in  nitrogen  fixation  are  being  realized  by  means  of  processes 
using  v^ater  gas  made  from  coke  or  by-product  coke-oven  gas,  at  the  source  of 
hydrogen  for  the  direct  manufacture  of  synthetic  ammonia.  At  the  present 
time  over  90  per  cent  of  the  synthetic  ammonia  produced  in  this  country  is 
derived  from  hydrogen  made  by  the  water-gas  process.  However,  with  power 
at  $15  per  horsepower  year,  and  with  the  simultaneous  production  of  caustic 
soda  and  chlorine,  as  proposed  by  Mr.  Wheeler,  it  is  possible  that  by-product 
hydrogen  can  be  produced  by  the  electrolytic  process  at  Flathead  as  cheaply  as 
hydi'ogen  by  the  water-gas  process,  but  the  success  of  the  whole  operation 
would  depend  to  a  large  extent  upon  the  ability  to  dispose  of  the  comparatively 
large  tonnages  of  caustic  soda  and  chlorine. 

In  order  to  produce  complete  fertilizers  at  Flathead  at  the  present  time,  it 
would  seem  necessary  to  bring  in  potash  salts  from  Searles  Lake,  Calif.,  for 
combination  with  the  ammonia  and  phosphoric  acid  produced  at  Flathead. 
Little  reduction  in  the  price  of  potash  in  the  Western  and  Middle  Western 
States  could  be  expected  from  such  a  procedure.  However,  research  now  in 
progress  on  the  nearby  Leucite  deposits  of  Wyoming  gives  promise  of  a  new 
source  of  potash  which  should  be  available  for  favorable  utilization  in  that 
region. 

Because  of  freight  rates  it  is  believed  that  the  market  for  fertilizers  pro- 
duced in  Montana  will  be  restricted  principally  to  Oho,  Indiana,  Illinois,  Michi- 
gan, Wisconsin,  and  the  States  west  of  the  Mississippi  River,  except  Arkansas, 
Louisiana,  Oklahoma,  and  Texas.  The  consumption  of  all  fertilizer  in  this 
territory  amounted  in  1928  to  approximately  900,000  tons  containing  about 
100,000  tons  of  phosphoric  acid  (P2O5),  an  increase  from  approximately  750,000 
tons  containing  about  80,000  tons  of  phosphoric  acid,  in  1922.  About  70  per  cent 
of  the  fertilizer  used  at  present  in  the  above  mentioned  territory  is  consumed 
in  the  States  of  Ohio,  Indiana,  Illinois,  and  Missouri,  and  it  is  believed  that 
fertilizer  produced  in  Montana  will  meet,  in  these  States,  with  severe  compe- 
tition from  fertilizer  produced  from  phosphate  rock  mined  in  Tennessee. 
Competition  in  these  States  will  be  all  the  more  severe  if  the  low  production 
costs  indicated  by  recent  experimental  work  on  the  manufacture  of  phosphoric 
acid  in  blast  furnaces  are  realized  on  a  commercial  scale.  The  recent  develop- 
ments in  the  treatment. of  ordinary  and  double  superphospliates  with  anhydious 
ammonia  also  will  make  it  more  difficult  for  fertilizers  produced  in  Montana  to 
compete  in  Ohio,  Indiana,  Illinois,  and  Missouri. 

The  total  Consumption  of  fertilizers  in  the  important  wheat-growing  States 
is  quite  small  at  present,  but  the  percentage  increase  has  been  rather  rapid 
since  1920,  and  it  is  expected  that  within  the  next  few  years  they  will  be 
important  fertilizer  consumers.  These  States  can  be  served  most  economically 
by  concentrated  fertilizer  produced  in  Montana  or  other  adjacent  Rocky 
Mountain  States.  ,       ,-^        -n 

It  is  believed  that  the  type  of  fertilizer  that  will  be  used  in  any  locality  will 
depend  almost  entirely  on  the  price  per  unit  of  plant  food  at  which  it  can 
be  delivered  on  the  farm.  Certain  prejudices  that  formerly  existed  against 
the  use  of  concentrated  fertilizers,  are  rapidly  being  overcome,  and  it  seems 
certain  that  the  concentrated  fertilizers  such  as  it  is  proposed  to  produce  at 
Flathead,  will  become  important  factors  in  the  fertilizer  industry  o\  \hv  ^^  csterii 
and  Middle  Western  States  that  are  located  at  some  distance  from  the  sources 
of  raw  material  used  in  fertilizer  manufacture. 

Although  it  is  believed  that  fertilizer  values  may  be  produced  at  Flathead 
in  competition  with  Anaconda,  such  a  project  does  not  seem  to  be  particularly 
attractive  in  face  of  the  tremendous  potential  supply  of  by-product  sulfuric  acid 
available  in  Montana  and  the  adjacent  Rocky  Mountain  States.  It  is  believed 
that  in  localities  where  very  cheap  by-product  sulfuric  acid  is  available,  as  in 
Montana,  the  sulfuric  acid  process  offers  greater  possibilities  for  the  ultiiiiate 
production  of  cheaper  phosphatic  fertilizers  than  can  be  expected  by  tli(> 
electric  furnace  process  with  power  at  $15  per  horsepower  year.  It  is  believed 
that  concentrated  fertilizers  produced  in  M(»ntana,  either  by  the  electric  furnace 
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process  or  by  the  sulfuric  acid  process,  would  meet  with  increasingly  severe 
competition  in  certain  of  the  Middle  Western  States  were  large-scale  produc- 
tion of  concentrated  fertilizers  accomplished  in  the  South  and  East.  The  next 
few  years  may  witness  a  more  general  large-scale  production  of  concentrated 
fertilizers,  and  material  so  produced  will  be  in  a  position  to  command  a  con- 
siderable portion  of  the  fertilizer  business  in  the  Middle  West,  correspondingly 
reducing  the  territory  that  might  be  served  by  fertilizers  produced  in  Montana. 

This  bureau  welcomes  every  effort  aimed  at  cheai)er  and  better  fertilizer 
production  in  the  United  States,  and  will  be  very  glad  to  cooperate  in  every 
way  to  make  the  enterprise  a  success  should  the  manufacture  of  fertilizer  at 
Flathead  be  undertaken. 

Members  of  this  bureau  who  have  cooperated  in  the  consideration  of  this 
matter  and  who  approve  the  report  are  Mr.  Jacob,  Dr.  Ross,  Dr.  Kunsman,  Dr. 
Turrentine,  Mr.  Royster,  and  Mr.  Howard. 
Very  truly  yours, 

Henky  G.  Knight,  Chief  of  Bureau. 

The  Chairman.  Commissioner  Rhoads,  do  you  care  to  make  any 
statement  ? 

Mr.  Rhoads.  No;  Mr.  Chairman. 

Senator  Wheeler.  I  have  ^ot  to  sro  to  another  hearing. 

The  Chairman.  I  have  a  letter  here  from  E.  H.  Rollins  &  Sons, 
New  York  City,  quoting  a  telegram  they  had  sent  to  Mr.  Walter  H. 
Wlieeler.  and  I  think  it  well  that  it  should  be  placed  in  the  record. 
Without  objection  it  is  ordered  that  the  same  be  inserted  in  the 
record. 

(Said  letter  is  inserted  here,  as  follows:) 

E.  H.  Rollins  &  Sons, 
U  Wall  Street,  New  York,  April  7.  1930. 
Senator  Lynn  J.  Fb^vzier. 

Chairmnn  Committee  on  Indian  Affair.^, 

United  States  Senate,  Wa.'^hinffton,  D.  C. 
Dear  Sir:  This  will  acknowledge  your  letter  of  April  5,  and  I  am  pleased 
to  reply  thereto. 

The  early  part  of  January  I  wired  to  Mr.  Wheeler  as  follows : 
"  It  is  our  understanding  that  proposed  Flathead  River  development  is 
intended  to  supply  electric  serA'ice  to  communities  and  industries  not  now  served 
by  any  other  electrical  utility  company,  and  thus  will  not  cause  duplication 
of  investment,  although  such  Flathead  development  may  wholesale  power  to 
other  electrical  utilities  in  the  territory.  Based  upon  that  understanding,  we 
would  .judge  the  merits  thereof  and  consider  its  financing  independent  of  any 
other  public-utility  interest  which  for  any  reason  might  be  opposed  to  its 
construction." 

This  telegram  covers  rather  completely  our  attitude  toward  this  pro.1ect  as 
far  as  we  are  concerned,  and  I  am  confident  that  the  same  feeling  would  be 
shared  by  other  banking  houses.  It  would  be  impossible  to  make  any  definite 
arrangements  for  the  financing  of  Mr.  Wheeler's  water-power  project  before  a 
Federal  permit  was  granted  in  the  event  such  permit  is  required. 

Even  with  a  permit  granted,  however,  it  would  be  necessary  for  us  to  be 
satisfied  as  to  the  engineering,  commercial,  and  legal  aspects  of  the  undertaking 
before  making  any  final  commitment  to  finance  the  construction. 
Yours  very  truly, 

Thos.  J.  Walsh.  Vice  President. 

Mr.  Wheeler.  I  wanted  to  testify  a  little  this  morning,  Mr. 
Chairman. 

Senator  Wheeler.  I  have  got  to  go  to  another  hearing.  I  would 
be  willing  to  hold  another  hearing  here  this  afternoon  at  2.30,  if 
that  is  agreeable  to  the  chairman.  I  should  like  to  hear  the  balance 
of  the  testimony. 
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The  Chairman.  It  is  getting  late.  Is  it  just  some  material  that 
you  would  like  to  put  in  the  record,  Mr.  Wheeler  ? 

]Mr.  Wheeler.  No,  sir.  I  ^YOuld  like  to  give  some  further  testi- 
mony on  points  that  have  been  brought  out  here,  and  I  would  like 
to  read  from  some  written  testimony. 

The  Chairman.  I  think  we  will  have  to  call  another  hearing  later 
on.  I  can  not  set  the  date  now  for  it.  We  will  have  another  hear- 
ing on  another  matter  here  to-morrow  morning,  and  I  am  also  inter- 
ested in  another  hearing  coming  on  Saturday  morning.  This  liear- 
ing  will  now  come  to  a  close. 

(Whereupon,  at  11.55  o'clock  a.  m.,  the  subcommittee  adjourned, 
subject  to  the  call  of  the  chairman.) 
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Copies  of  Letters,  Memoranda,  and  Other  Documents  to  Senator  Ltnn 

Frazier 

prelicense  cost 

(1)   Copy  of  Memorandum  by  William  V.  King,  Dated  February  20,  1929 

Federal  Power  Commission, 

February  23,  1929. 
Memorandum  regarding  preliminary  cost  of  Flathead  project,  Montana^  No.  5. 
Rocky  Mountain  Power  Co. 

Suggestions  invited  as  to  what  further  proceedings  or  action  necessary  to 
determine  preliminary  costs. — W.  V.  K. 

February  20,  1929. 
Memorandum  regarding  preliminary  cost  of  project. 

1.  During  the  month  of  April,  1928,  Mr.  F.  M.  Kerr  left  at  the  commission's 
office  a  summary  statement  of  the  cost  of  the  Flathead  project  up  to  April  6,  1928. 

2.  On  May  28,  1928,  Orders  No.  27  was  issued,  and  on  June  1,  1928,  a  copy  of 
that  order  was  mailed  to  Rocky  Mountain  Power  Co.  at  Butte,  Mont.  Later 
(after  forms  for  stating  preliminary  costs  under  Orders  No.  27  had  been  prepared) 
another  copy  of  the  order  and  of  the  blank  forms  was  mailed  to  the  applicant. 

3.  On  February  12,  1929,  a  telegram  was  sent  to  Rocky  Mountain  Power  Co. 
requesting  that  a  statement  of  the  cost  of  the  Flathead  project  to  January  1, 
1929,  or  later  be  prepared  and  submitted. 

4.  On  February  18,  1929,  Mr.  J.  F.  Denison,  treasurer  of  Montana  Power  Co., 
New  York  City,  and  Mr.  C.  B.  Smith,  accountant  for  Electric  Bond  &  Share  Co., 
called  at  the  commission's  office  with  a  summary  statement  of  the  cost  of  the 
Flathead  project  to  January  31,  1929,  and  desired  to  know  whether  the  statement 
was  in  proper  form;  if  not,  what  further  information  was  requested,  etc. 

5.  Messrs,  Denison  and  Smith  left  the  summary  statement,  also  certain  bills 
and  an  account  book  of  Rocky  Mountain  Power  Co.,  and  I  agreed  to  look  over 
what  they  left  and  to  advise  Mr.  Denison  what,  if  anything,  more  would  be 
required. 

6.  Rocky  Mountain  Power  Co.  was  organized  in  Delaware  on  February  11, 
1920.  Application  for  a  permit  for  project  No.  5  was  recorded  as  having  been 
filed  on  June  18,  1920,  eight  days  after  the  act  was  approved.  I  have  not  had  the 
time  to  look  through  the  voluminous  files  regarding  this  project,  and  do  not 
know  what  information  they  may  contain.  In  my  opinion  the  files  should  be 
examined  with  reference  to  the  cost  statement  before  approving  same. 

7.  Since  its  organization  Rocky  Mountain  Power  Co.  has  received  in  cash  only 
$3,200.  Its  accounts  show  that  of  this  amount  $1,000  represented  payment  for 
stock,  presumably  by  the  original  incorporators.  This  $1,000  was  received  in 
February,  1920.  The  remaining  $2,200  has  been  advanced  from  time  to  time  by 
Montana  Power  Co.  on  open  account  for  the  purpose  chiefly  of  paying  certain 
corporate  expenses.  At  this  time  Rocky  Mountain  Power  Co.  appears  to  have 
$19.05  of  cash  on  hand.     It  has  expended  $3,180.95  for  the  following  purposes: 

Cash  expenditures  by  Rocky  Mountain  Power  Co, 

To  Sullivan  &  Cromwell,  attorneys,  49  Wall  Street,  New  York  City: 
June,  1920,  organization  fees  paid  to  State  of  Delaware  and 
miscellaneous  recording,  filing,  and  recording  fees  in  con- 
nection with  the  organization  of  the  company $236.  91 

March,  1920: 

Stock  certificates,  seal  press,  minute  book 19.  25 

Certified  copies  of  general  corporation  laws  of  Dela- 
ware and  certified  copies  of  certificate  of  incorpora- 
tion          18.00 

June,  1920: 

Expenses  to,  at,  and  from  Washington 189.  62 

Telephone  to  Washington 21.  20 

Copying  and  typewriting 111.  26 

July,  1920: 

Expenses  to,  at,  and  from  Washington 44.  06 

Telegrams  and  telephone  tolls 29.  87 

Copying  and  typewriting 21.  25 
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August,  1920: 

Telephone  tolls $22.  30 

Copying  and  typewriting 37.  65 

January,^  1921,  expenses  trip  to  Washington 33.  31 

May,  1921,  binding  books,  copying,  and  typewriting 23.  40 

Total  expenses 808.  08 

For  professional  services  during  the  year  1921^ 1,  000.  00 

$1,  808.  08 

Directors'  fees:  2  February,    1922,  $100;  February,   1923,  $80;  Feb- 
ruary,   1924,    $80;    February,    1925,    $80;    February,    1926,    $100; 

February,  1928,  $100 540.00 

To  Corporation  Trust  Co.  of  America,  Wilmington,  Del.,  for  annual 
statutory  representation  seryice  in  Delaware: 

Feb.  13,  1921,  to  Feb.  13,  1922 $100.  00 

Feb.  13,  1922,  to  Feb.  13,  1923 100.  00 

Feb.  13,  1923,  to  Feb.  13,  1924 50.  00 

Feb.  13,  1924,  to  Feb.  13,  1925 50.  00 

Feb.  13,  1925,  to  Feb.  13,  1926 50.  00 

Feb.  13,  1926,  to  Feb.  13,  1927 50.  00 

Feb.  13,  1927,  to  Feb.  13,  1928 50.  00 

Feb.  13,  1928,  to  Feb.  13,  1929 50.  00 

500.  00 

To  Secretary  of  State,  Doyer,  Del.,  for  receiying,  filing,  and  indexing 
annual  reports  under  corporation  tax  law:  Fee  of  $2  per  year  for 

1920,  1921,  1922,  1923,  1924,  1925,  1926,  and  1927 .--  16.  00 

To  officials  of  the  State  of  Montana;  fees  for  filing  annual  reports  with 
secretary  of  state  of  Montana  and  clerk.  Silver  Bow  County,  Mont., 

1920 6.  00 

To  Montana  Power  Co. : 
April,  1920: 

Telegrams $7.  25 

Van  Dyke  negatives  (General  Drafting  Co.) 9.  72 

June,  1920: 

Van  Dyke  negatives  (General  Drafting  Co.) 4.  50 

Telegram  to  Butte 2.  95 

May,  1920,  telegrams .  75 

June,  1920,  telegrams 9.  45 

34.  62 

To  Barry  Mohun,  Washington,  D.  C:  December,  1924,  services  in 
connection  with  application  pending  before  Federal  Power  Com- 
mission  _-       250.  00 

Miscellaneous:  Telegrams,  $10.76;  index  sheets  for  minute  book, 
$2,75;  corporation  seal  (No.  2),  $5.50;  parcel-post  charges  on  seal, 
$0.93;  stock  transfer  stamps,  $0.40;  telegrams,  $3.16;  telegrams, 
$2.75 J 26.25 

Total  expenditures  by  Rocky  Mountain  Power  Co 3,  180.  95 

8.  Except  for  directors'  fees  of  $540  and  a  couple  of  items  of  $2  each,  there  are 
among  the  papers  submitted  original  paid  bills  and  vouchers  for  the  $3,180.95 
shown  by  cash  book  of  Rocky  Mountain  Power  Co.  as  having  been  paid  in  cash. 

9.  Montana  Power  Co.  has  charged  Rocky  Mountain  Power  Co.  with  a  total 
of  $125,042.76  during  the  period  1920  to  January  31,  1929,  and  it  is  proposed  to 
add  to  that  amount  $14,780.97  for  interest.  This  interest  charge  as  well  as 
January,  1929,  billing  amounting  to  $3,586.17,  has  been  included  by  Mr.  Denison 
in  accordance  with  telegrams  from  Butte,  Mont.,  of  February  12  and  13,  1929. 
All  other  items  are  supported  by  bills  of  Montana  Power  Co. 

10.  The  charges  by  Montana  Power  Co.  are  for  services  and  expenses  of  its 
own  officers  and  employees,  services  and  expenses  of  others,  and  for  various  and 
sundry  expenditures  made  by  it.  In  a  few  cases  only  are  the  original  bills  of 
others  included  with  the  papers  submitted. 

11.  To  begin  with,  therefore,  we  have  for  examination  what  may  be  termed 
"secondhand"  bills  representing  payments  alleged  to  have  been  made  by 
Montana  Power  Co.,  the  original  bills  and  supporting  papers  placed  in  its  files. 


•  An  additional  fee  of  $2,500  for  .services  in  1920  was  paid  Sullivan  &  rromwell  by  Montana  Power  Co. 
» Directors'  fees  of  $80  for  February,  1927,  paid  by  Montana  Power  Co. 
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and  its  own  bills  rendered  against  them,  without  in  any  way  questioning  the 
reasonableness  or  propriety  of  a  single  item — and  most  of  them  seem  to  be 
entirely  proper — nevertheless  it  is  not  a  satisfactory  procedure  from  an  account- 
ing standpoint.  Sufficient  difficulty  is  encountered  in  checking  and  passing 
upon  original  bills  and  records  in  order  to  determine  whether  (1)  a  given  item 
is  a  proper  charge  against  a  project,  and  (2)  if  so,  to  what  account  the  charge 
should  be  made.  I  think  the  applicant  should  be  requested  to  obtain  from 
Montana  Power  Co.  all  original  bills,  and  papers  relating  thereto,  such  as  letters, 
telegrams,  contracts,  etc.,  and  should  be  required  to  file  and  retain  them  as  a 
part  of  its  own  records  relating  to  the  project.  There  is  entirely  too  much  of 
this  "secondhand"  billing  and  passing  of  entries  between  applicants  and  licensees 
on  the  one  hand  and  controlling  and  managing  corporations. 

12.  There  are  also  quite  heavy  charges  by  Montana  Power  Co.  for  "propor- 
tions" of  salaries,  expenses,  etc.,  of  its  own  departments,  officers,  and  employees 
but  no  details  as  to  total  amounts  involved,  periods  covered,  or  bases  for  appor- 
tionments. Such  charges  can  not  be  checked  or  "audited."  They  can  only  be 
accepted  on  faith.  In  most  cases  there  is  no  information  as  to  the  nature  of 
services  performed  and  nothing  to  indicate  to  what  account  or  unit  or  class  of 
property  such  charges  should  be  distributed.  They  are  shown  on  the  statement 
submitted  simply  as  "Preliminary  expenses." 

13.  The  charge  for  interest  has  already  been  mentioned.  All  we  have  is  the 
amount  of  the  proposed  charge — no  base,  no  period,  no  rate. 

14.  In  a  case  of  this  kind  where  only  the  preliminary  or  development  costs  are 
involved,  I  suppose  we  might  take  some  chances  and  pass  such  items  as  "look" 
to  be  proper;  but  it  is  just  such  indirect  methods  of  accounting  and  presentation 
of  statements,  etc.,  that  make  it  so  difficult  to  audit  and  pass  upon  either  pre- 
liminary or  final  cost  statements.  In  this  case  Mr.  Denison  is  in  the  New  York 
office,  and  the  details  are  all  kept  in  the  office  at  Butte,  Mont.  Mr.  Denison 
seems  to  have  no  knowledge  of  detail  other  than  as  shown  by  the  bills  of  Montana 
Power  Co. 

15.  The  following  is  a  general  summary  of  the  billing  by  Montana  Power  Co.- 

Charges  by  Montana  Power  Co.  v.  Rocky  Mountain  Power  Co. 

1.  Services  and  expenses  of  officials,  employees,  and  others: 
Proportion  executive  pay  roll — 

September,  1921 $168.  00 

October,  1921 111.  11 

November,  1921 24.00 

$303.  11 

Proportion  miscellaneous  pay  roll — 

June,  1926 53.  33 

Julv,  1926 200.  00 

August,  1926 200.  00 

June,  1928 60.  00 

6ia  33 

Frank  Scotten — 

Services,  26  days,  Apr.  30,  1920 588.  67 

Proportion  salary  for  Mav,  1920 161.  50 

Proportion  salarv  for  June,  1 920 40.  00 

Proportion  salary  for  Julv,  1920 40.  00 

Expenses,  Aug.  31,  1921 68.  76 

Expenses  Dec.  4,  1921 85.  21 

Proportion  salary  for  December,  1921 222.  22 

Proportion  expenses 69.  76 

Proportion  salarv 299.  96 

Proportion  salary  Feb.  28,  1922 171.  44 

Proportion  salary  Mar.  31,  1922 133.  33 

Expenses,  Apr.  3,  1922 50.  43 

Expenses,  Julv,  1922 66.  57 

Expenses,  Sept.  30,  1923 60.  86 

Expenses,  April,  1926 11.  98 

Frank  Scotten  and  party,  expenses  to  Kalispell__  146.  48 

Frank  Scotten,  expenses 15.  40 

2,232.67 

26465— 30— PT 10 21 
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1.  Services  and  expensee  of  oflScials,  employees,  and 
others — Continued. 
F.  M.  Kerr— 

Expenses,  Mar.  31,  1922 $86.  14 

Expenses,  May  18,  1926 500.  00 

Expenses,  Apr.  15,  1927 2,  000.  00 

Proportion  expenses,  Jan.  6,  1928 2,  779.  39 

Proportion  expenses,  June  3,  1928 958.  49 

Proportion  expenses,  Jan.  5,  1929 1,  475.  00 

$7,  799.  02 

S.  P.  Hogan— 

Expenses,  June  1  to  June  19,  1920 127.  54 

Expenses,  Dec.  31,  1928 75.  87 

203.  41 

Edward  Buck — 

Expenses,  Aug.  26,  1920 9.  00 

Pay-roll  check,  Aug.  26,  1920 35.  00 

^  44.  00 

F.  W.  Bird- 
Expenses,  Sept.  20,  1920 42.  95 

Expenses,  June  14,  1926 40.  70 

Expenses,  Aug.  21,  1926 71.  15 

Expenses,  Oct.  18,  1927 100.00 

Proportion  expenses,  Dec.  13,  1927 91.  85 

Proportion  expenses.  Mar,  16,  1928 54.  75 

Expenses,  Mar.  21,  1928 200.  00 

Proportion  expenses.  May  19,  1928 25.  15 

Proportion  expenses,  Feb.  3,  1928 291.  20 

Proportion  expenses,  July  2,  1928 750.  00 

Proportion  expenses,  Dec.  11,  1928 76.45 

Proportion  expenses.  May  7,  1928 330.  00 

Expenses,  January,  1929 790.  00 

2,  864.  20 

D.  M.  Kelly- 
Hearing  before  Federal  Power  Commission.  _  37.  50 

Expenses,  April,  1926 12.  50 

Expenses,  Dec.  23,  1927 26.80 

76.  80 

M.  E.  Sullivan,  expenses,  1922 25.  31 

H.  H.  Cochrane— 

Expenses,  1922 25.75 

Expenses  May  28,  1926 142.95 

Expenses,  Mar.  24,  1927 639.  35 

Proportion  expenses,  Sept.  12,  1927 3.  40 

Proportion  expenses,  Dec.  21,  1927 72.  10 

Proportion  expenses,  Aug.  16,  1928 70.60 

954.  15 

Ole  Thompson — 

Expenses,  October,  1922 33.  55 

Expenses,  June  5,  1926 19.  55 

53.  10 

M.  E.  Bucks- 
Expenses,  June  4,  1926 56.50 

Proportion  expenses,  Jan.  11,  1928 113.  15 

Proportion  expenses,  Mar.  13,  1928 51.05 

Proportion  expenses.  May  2,  1928 23.  45 

Proportion  expenses,  June  5,  1928 87.  15 

Proportion  expenses 141.  95 

Proportion  expenses,  June  26,  1928 51.  85 

Proportion  expenses  Aug.  7,  1928 54.  00 

Proportion  expenses,  Dec .  3 1 ,  1 928 50.  00 

629.  10 

M.  H.  Gidel— 

Geological  examination  June,  1926 50.  00 

Expenses,  June,  1926___ 7.97 

57.97 
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1.  Services  and  expenses  of  officials,  employees,  and  others — 
Continued. 

Mr.  Dow,  expenses  to  Poson,  1926 $84.  11 

John  C.  Ryan,  expenses,  Nov.  15,  1927 25.  50 

P.  J.  Bowling,  expenses,  Aug.  12,  1926 312  86 

Roy  Wells- 
Expenses,  Dec.  16,  1927 $30.  56 

Proportion  expenses,  June  5,  1928 •55.  08 

Proportion  expenses,  July  9,  1928 11.  50 

Proportion  expenses,  Dec.  26,  1928 25.  47 

122.  61 

'  Albert  Gaudet,  expenses,  Dec.  19,  1927 23.  55 

J.  W.  Foulds— 

Expenses,  Feb.  29,  1928 34.  01 

Expenses,  May  23,  1929 27.  50 

61.  51 

W.  E.  Pinkney— 

Expenses,  Mar.  23,  1928 156.  85 

Correction  of  error  (Cr.) 89.  85 

Expenses,  May  28,  1928 19.  01 

Proportion  salary.  May,  1928 50.00 

Proportion  expenses,  June  28,  1928 276.  95 

Proportion  salary,  June,  1928 150.  00 

Proportion  salary,  July,  1928 100.  00 

Proportion  expenses,  Aug.  4,  1928 173.  50 

Proportion  salary,  August,  1928 200.  00 

Expenses,  Aug.  31,  1928 236.  20 

Proportion  salary,  September,  1928 175.  00 

Proportion  expenses,  October,  1928 42.  45 

Proportion  salary,  October,1928 150.  00 

Proportion  salary,  November,  1928 150.  00 

Expenses,  Nov.  30,  1928 210.  40 

Proportion  salarv,  December,  1928 200.  00 

Expenses,  Dec.  27,  1928 195.  50 

Proportion  salary,  January,  1929 100.  00 

Expenses,  January,  1929 66.  80 

2  562  81 

D.  G.  Stiver,  expenses,  May  10,  1928 '    lo!  75 

J.  E.  Woodward,  expenses,  Mav  23,  1928 145.  30 

A.  C.  Pratt: 

Expenses,  June  5,  1926 30.  11 

With  F.  Bird  and  Carl  Bardon  to  Flathead 

Lake,  June  14  to  June  7,  1926 93.  17 

A.  C.  Pratt: 

Expenses,  Dec.  31,  1926 76.  60 

Expenses,  Oct.  27,  1927 130.  63 

330. 51 

T.  A.  Marlow,  trip  to  Flathead  at  requset  of  Mr. 

Kerr 150.00 

Cochrane  and   Bird,   railroad  ticket,   Butte  to  Seattle  and 

return 70,  44 

M.  O.  Leighton  (Electric  Bond  &  Share  Co.),  services  Nov.  30~ 

1928 75.48 

Engineering  department — 
J.  E.  Bell- 
Services,  Mar.  1  to  15,  1920 $95.  35 

Services,  Apr.  1  to  15,  1920 121.  33 

Expenses,  Apr.  1  to  12,  1920 202.  76 

Services,  Apr.  16  to  30,  1920 26.  01 

Expenses,  Apr.  27,  1920 12.  50 

Services,  July  1  to  15,  1920 33.  00 

Services,  July  16  to  31,  1920 40.  60 

And  partv,  expenses,  July  26  to  31,  1921.  224.  26 
And  party,  pay  roll,  July  26  to  31,  1921  _  507.  00 
And  party,  pay  roll,  Aug.  31,  1920-..._         526.  33 

Expenses,  Aug.  2  to  31,  1920 34.  40 

And  party,  pay  roll,  Sept.  15,  1920 580.  00 
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1.  Services  and  expenses  of   oflBcials,    employees,    and 

others — Continued. 
Engineering  department — Continued. 
J.  E.  BeU— Continued. 

And  party,  pay  roll,  Sept.  30,  1920 $510.  00 

Expenses,  Sept.  30,  1920 27.  85 

And  party,  pay  roll,  Oct.  15,  1920 435.  00 

And  party,  pay  roll,  Oct.  30,  1920 467.  00 

And  party,  pay  roll,  Nov.  15,  1920 328.  34 

Expenses,  Nov.  16,  1920 74.  40 

Pay  roll,  Nov.  30,  1920 30.  00 

Expenses,  Nov.  30,  1920 4.  11 

Expenses,  Aug.  31,  1921 15.  81 

Pay  roll,  Feb.  1  to  15,  1922 92.  31 

Pay  roll,  Feb.  15  to  28,  1922 75.  00 

Expenses 41.  17 

$4,  504.  53 

J.  Anthonison  and  J.  E.  Bell,  services   Mar.  16  to  31, 

1920 144.05 

J.   Anthonison,   J.   E.   Bell,  and  J.   J.   Cronin,   services, 

Mav,  1920 38.  97 

J.  J.  Cronin — 

Services,  May,  1920 $82.50 

Expenses,  May  28,  1920 195.  54 

Expenses,  June,  1920 292.  00 

Do 31.  35 

601.  39 

W.  J.  Freeney,  services.  May,  1920 73.  33 

Cronin  and  Freeney,  services,  June,  1920 275.  00 

Engineering  department  pay  roll — 

Dec.  15,  1920 67.  77 

Dec.  31,  1920 30.  29 

Jan.  15,  1921 3.  96 

Sept.  15,  1921 12.  50 

Sept.  30,  1921 4.  33 

Oct.  15,  1921 1.  17 

Dec.  15,  1921 3.25 

Dec.  31,  1921 23.  07 

Jan.  31,  1922 96.43 

Oct.  31,  1925 26.  79 

Nov.  15,  1925 37.  50 

Nov.  30,  1925 56.  25 

Dec.  15,  1925 115.38 

Dec.  31.  1925 57.  70 

June  30,  1926 9.61 

Dec.  15,  1927 9.62 

555.  62 

Survey  party  pay  roll,  Dec.  15,  1920 30.  00 

Draftsman 14.  06 

Total,   services  and  expenses  of  officials,  employees, 

and  others 25,  968.  45 

2.  Attorneys'  fees  and  expenses: 

Jan.  3,  1921.  Sullivan  &  Cromwell,  49  Wall  Street, 
New  York  City:  Professional  services  during 
the  year  1920  in  connection  with  the  organiza- 
tion of  the  Rocky  Mountain  Power  Co.  and  the 
application  for  a  power  permit,  these  services 
extending  over  a  period  of  several  months  and 
requiring  attendance  in  Washington  for  a  period 
of  several  weeks,  fee $2,  500.  00 

Oct.  18,  1927.  Advances  to  W.  J.  Brennon,  attor- 
ney at  Kalispell,  to  cover  expenses  to  date 150.  00 

Total  attorneys'  fees  and  expenses 2,  650.  00 
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3.  Miscellaneous  charges: 

Samuel   Herrick,    preliminary   survey,    Mar.    10, 

1920 $250.00 

Fees  for  filing  various  documents,  reports,  etc., 
with  the  secretary  of  state  of  Montana  and  clerk 
Silver  Bow  County,  certified  copies  of  docu- 
ments, etc 128.  90 

Telegraph   and  telephone  tolls,  not,  included  in 

personal  expense  accounts 564.  15 

Directors'  fees,  February,  1927 80.  00 

Treasurer's   cash   statement,    Oct.    31,    1928 — no 

detail 346.  69 

Payments  by  W.  E.  Pinkney  (refunded  by  Mon- 
tana Power  Co.) — 

Donation  to  Lake  County $150.  00 

Repairs  to  auto 7.  00 

Do 21.45 

H.  A.  Johnson,  labor 50.  00 

J.  A.  Irvin,  labor 25.00 

Labor — no  further  details 100.  00 

Do 50.  00 

Do 100.00 

Labor    and    expense — no    further 

details---- 100.  00 

603.  45 

Funeral  expenses,  A.  A.  McMillan 450.  69 

Payments  on  account  of  personal  injuries 643.  00 

One  Ford  car,  purchased  ih  1920  for_._.     250.  00 

One  Ford  car,  sold  in  1921  for 100.  00 

150.  00 

Watchman's  salary  at  Flathead  site,  1928 308.  00 

Other   items,    such   as:  Photographs   and   photo 

supplies,  express  and  freight  charges,  auto  parts, 
supplies,  repairs,  and  insurance,  camp  supplies, 
bedding,  blankets,  tents,  engineers'  supplies, 
meats  and  groceries,  milk  and  cream,  laundry, 
bread,  office  rent,  rowboat,  engineers'  supplies 
and  repairing  instruments,  lumber,  hardwood, 
drugs,  rope,  stationery  and  postage,  storage  of 
camp  outfit,  moving  camp  equipment,  expenses 
U.  S.  Geological  Survey,  etc 2,  754.  16 

Total  miscellaneous  charges,  representing 
largely  payments  made  to  others  by  Mon- 
tana Power  Co $6,  279.  04 

4.  Deposits  with  State  treasurer  of  Montana: 

To  cover  survey  of  Flathead  Lake  by  U.  S.  Geo- 
logical    Survey     in     cooperation     with     State 

engineer '- 23,  500.  00 

6.  Advances  to  U.  S.  Geological  Survey: 

To  cover  expense  of  establishing  a  gaging  station 

in  Flathead  district 2,  500.  00 

6.  Payments  to  Chas.  T.  Main  (Inc.) : 

For  examination  and  report  on  the  possible  hydro- 
electric development  at  the  outlet  of  Flathead 
Lake — monthly  payments  for  June,  July, 
August,  and  September,  1926,  and  June,  July, 
and  August,  1927  (no  detail) 3,993.  38 

For  engineering  services — monthly  payments  for 
period  September,  1927,  to  November,  1928, 
inclusive  (no  detail) 25,  032.  34 

Charges  for  January,  1929  (no  detail) 88.  89 

Amount  paid  Jan.  24,  1929,  to  Chas.  T.  Main 
(Inc.),  for  withdrawal  from  undertaking  Flat- 
head development 10,  000.  00 

Total  payments  to  Chas.  T.  Main  (Inc.) 39,  114.  61 
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7.  Diamond  drilling: 

Expenditures  on  job  order  No.  1179  covering  dia- 
mond-drilling examination  of  the  proposed  Flat- 
head Dam  site  and  tunnel  routes  (work  appar- 
ently performed  in  1927  and  1928;  estimated 
cost  under  the  job  order  was  $20,000) — 

(a)   Rentals  of  drilling  equipment,  including 
transporation  to  and  from  base,  and 

hauling  to  job $4,  068.  97 

(6)   Transporation  and  expenses  of  driller  and 

assistant 441.  15 

(c)  Camp,   including   first   cost,   installation 

and  operation 2,  178.  07 

(d)  Drilling:  All  labor,  supplies,  and  equip- 

ment for  the  installation  and  operation 

of  the  actual  work  of  drilling 14,000.25 

(e)  Other  equipment,  including  tools 1,034.89 

if)  Freight  and  hauling,  not  otherwise  pro- 
vided for •     276.49 

(g)  Labor,  not  otherwise  provided  for 685.  94 

Subtotal 22,  685.  76 

(h)  Superintendence 659.  04 

(i)   General 1,685.86 

Total  for  diamond  drilling $25,  030.  66 

8.  Interest: 

Interest  has  been  included  in  cost  stateriient  on  basis  of  a  tele- 
gram from  J.  R.  Thomas,  Butte,  Mont.,  to  J.  F.  Denison, 
New  York  City,  dated  February  13,  1929,  and  reading — 
"Interest  requested  on  advances  to   Rocky   Mountain 

Power  Co.  to  Jan.  31,  amounts  to  14,780.97" 14,  780.  97 

Total  charges  by  Montana  Power  Co 1 39,  823.  73 

Cash  expenditures  by  Rocky  Mountain  Power  Co 3,  180.  95 

Total  cost  of  project  to  Jan.  31,  1929 143,  004,  68 

16.  Based  upon  information  at  hand,  there  is  one  item  in  the  foregoing  state- 
ment that  I  should  question,  and  that  is  the  payment  of  $10,000  to  Chas.  T. 
Main  (Inc.)  for  cancellation  of  contract.  I  assume  that  is  what  the  payment 
represents.  I  think  it  probable  that  when  American  Power  &  Light  Co.  early 
in  1928  obtained  control  of  the  Montana  Power  Co.  and  its  subsidiaries,  includ- 
ing Rocky  Mountain  Power  Co.,  a  contract  had  already  been  made  with  Chas. 
T.  Main  (Inc.)  to  supervise  the  engineering  work  for  the  Flathead  project.  It 
is  customary  to  have  Electric  Bond  &  Share  Co.  and  Phoenix  Utility  Co.  look 
after  the  engineering  and  construction  work  of  all  companies  controlled  by 
American  Power  &  Light  Co.,  for  which  service  they  are  paid  fees.  It  was 
probably  decided  by  those  in  control  to  pay  Chas.  T.  Main  (Inc.)  the  $10,000 
and  get  rid  of  that  concern  and  its  contract.  A  similar  thing  was  done  in  connec- 
tion with  the  Pigeon  River  project  in  North  Carolina.  If  the  applicant  insists 
on  retaining  this  item  of  $10,000  in  the  statement  I  should  desire  further  infor- 
mation with  respect  thereto. 

17.  It  will  also  be  observed  that  there  have  been  added  to  the  direct  cost  of 
diamond  drilling  charges  for  "Superintendence"  and  "General."  Together  these 
amount  to  $2,344.90,  or  slightly  more  than  10  per  cent  of  the  direct  costs.  The 
record  shows  that  in  1927  and  1928,  while  the  drilling  work  was  going  on,  the 
project  was  charged  with  portions  of  expenses  and  salaries  of  officials  and  em- 
ployees of  the  Montana  Power  Co.  I  do  not  know  whether  there  was  a  duplica- 
tion of  charges  or  not. 

18.  It  will  be  noted  that  there  are  no  charges  for  lands,  or  fiowage  rights,  or 
rights  of  way  as  such.  There  are  small  charges  for  recording  a  water  right.  I 
have  not  examined  the  record  to  determine  whether  or  not  there  are  any  privately 
owned  lands  involved. 

19.  I  think  the  vouchers  and  cost  statement  should  be  gone  over  carefully  by 
some  one  familiar  with  this  case  and  with  what  has  transpired  since  the  applica- 
tion was  filed  in  1920. 

William  V.  Kino,  Chief  Accountant. 
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(2)  Copy  of  Letter  by  O.  C.   Merrill  to  Rocky  Mountain  Power  Co., 

Dated  March  1,  1929 

Federal  Power  Commission, 

Washington,  March  1,  1929. 
Rocky  Mountain  Power  Co., 

New  York  City. 
Gentlemen:  The  documents  left  at  the  commission's  office  on  February  18, 
1929,  by  Mr.  J.  F.  Denison,  treasurer  the  Montana  Power  Co.,  and  Mr.  C.  B. 
Smith  of  the  Electric  Bond  &  Share  Co.,  and  relating  to  the  cost  of  the  Flathead 
Lake  project  No.  5  in  the  State  of  Montana  to  January  31,  1929,  have  been  exam- 
ined and  are  returned  herewith.     The  documents  referred  to  are: 

1.  Journal,  cash  book,  ledger,  and  trial  balances  of  Rocky  Mountain  Power  Co., 
all  in  one  bound  volume. 

2.  Folder  containing  Rocky  Mountain  Power  Co.  cash  vouchers. 

3.  Folder  containing  Rocky  Mountain  Power  Co.  journal  vouchers. 

It  appears  from  these  records  that  the  Montana  Power  Co.  has,  as  to  a  majority 
of  the  transactions,  acted  for,  on  behalf  of,  or  as  agent  for  Rocky  Mountain  Power 
Co.;  that  the  Montana  Power  Co.  has  paid  various  and  sundry  bills  against  which 
its  own  bills  have  been  rendered  in  more  or  less  summary  form  against  the  appli- 
cant company.  In  addition  to  payments  made  to  others  the  Montana  Power  Co. 
has  billed  the  applicant  for  the  services  and  expenses  of  its  (the  Montana  Power 
Co.'s)  officers  and  employees  and  departments. 

The  standard  form  of  license  now  being  issued  for  major  projects  contains  an 
article  relating  to  the  submission  by  licensees  of  statements  showing  the  cost  of 
licensed  projects  in  accordance  with  the  provisions  of  section  4  (a)  of  the  Federal 
water  power  act.     Such  article  provides  in  part  that — 

"Any  such  statement  shall  include  all  proper  and  legitimate  costs,  whether 
incurred  prior  to  issuance  of  license  or  on  and  after  such  date  *  *  *.  Each  and 
every  item  of  cost  included  in  any  such  statement  shall  be  supported  by  proper 
voucher  or  other  evidence;  and  any  such  voucher  or  evidence  or  certified  copy 
thereof  in  support  of  any  item  properly  includable  in  said  cost  shall  become  a  part 
of  the  permanent  records  of  said  project  and  shall  be  kept  and  retained  by  the 
licensee  in  the  manner  required  by  the  commission." 

Section  4  (a)  of  the  act  also  provides,  in  connection  with  the  matter  of  deter- 
mination of  the  net  investments  in  any  licensed  project,  that — 

"The  licensee  shall  grant  to  the  commission  or  to  its  duly  authorized  agent  or 
agents,  at  all  reasonable  times,  free  access  to  such  project,  addition,  or  better- 
ment, and  to  all  maps,  profiles,  contracts,  reports  of  engineers,  accounts,  books, 
records,  and  all  other  papers  and  documents  relating  thereto." 

In  view  of  the  provisions  of  the  act  and  of  the  standard  form  of  license,  as 
quoted  above,  it  is  suggested  that  before  presenting  a  sworn  statement  of  the 
cost  of  the  project  up  to  January  31,  1929,  the  Rocky  Mountain  Power  Co. 
obtain  from  the  Montana  Power  Co.  all  papers  and  documents  in  possession  of 
the  latter  relating  to  the  Flathead  Lake  project  or  to  the  cost  thereof,  and  that 
such  papers  and  documents  be  placed  in  the  files  of  Rocky  Mountain  Power  Co. 
for  inspection  and  examination  by  the  agents  of  the  commission  at  any  time  that 
it  may  be  convenient  for  them  to  visit  its  office. 

It  is  also  noted  that  the  bills  of  the  Montana  Power  Co.  do  not,  in  many  cases, 
contain  the  details  and  information  that  one  independent  concern  would  require 
of  another.  Reference  is  made  particularly  to  bills  for  proportions  of  salaries, 
expenses,  etc.  Bills  should  be  in  detail  sufficient  to  show  that  the  item  or  items 
included  therein  are  proper  charges  to  the  project  and  what  account  should  be 
charged  therewith. 

After  the  applicant  has  obtained  and  placed  in  its  own  files  all  papers,  docu- 
ments, etc.,  relating  to  the  Flathead  Lake  development,  they  should  be  carefully 
examined,  and  there  should  then  be  prepared  a  statement  in  form  substantially 
as  indicated  on  the  inclosure  herewith,  showing  the  cost  of  the  project  as  of 
January  31,  1929. 

From  the  examination  made  of  the  vouchers  and  receipts  showing  cash 
expenditures  by  Rocky  Mountain  Power  Co.  aggregating  $3,180.95  there  appears 
to  be  no  question  as  to  such  expenditures  being  proper  charges  to  the  project. 
In  the  case  of  many  bills  of  the  Montana  Power  Co.  there  is  not  sufficient  infor- 
mation to  determine  whether  the  charges  relate  to  the  project  or  not.  It  is 
assumed  that  they  do,  but  upon  examination  of  the  record  of  the  development 
part  II  of  the  cost  statement  should  at  least  be  supplemented  by  a  general 
explanation  which  will  identify  such  charges  as  those  for  salaries  and  expenses  of 
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officers    and    employees  of  the   Montana  Power  Co.  with  the  Flathead  Lake 
development. 

It  is  noted  that  in  bill  of  the  Montana  Power  Co.  dated  January  24,  1929, 
there  is  one  item  of  $10,000  for  "Amount  paid  to  Chas.  T.  Main  (Inc.),  for 
withdrawal  from  undertaking  Flathead  development."  In  case  this  item  is 
included  in  the  preliminary  cost  statement  full  and  complete  information  should 
be  given  concerning  it,  including  copy  of  agreement,  if  any,  with  Chas.  T.  Main 
(Inc.),  copy  of  any  agreement  with  any  successor  to  Chas.  T.  Main  (Inc.),  and 
copies  of  any  correspondence  or  other  documents  bearing  on  the  transactions 
involved. 

The  proposed  charge  for  interest  should  be  supported  by  a  schedule  showing 
details  of  computation  of  interest. 

This   letter   with    accompanying    documents   is    being    transmitted    through 
Mr.  M.  O.  Leighton,  of  Washington,  D.  C,  at  his  personal  request. 
Very  truly  yours, 

O.  C.  Mekrill,  Executive  Secretary. 

(3)   Copy  of  Letter  by  C.  B.  Smith  to  Executive  Secretary  Federal  Power 
Commission,  Dated  April  8,  1929 

3a.  Copy  of  statement  of  prelicense  cost  of  Flathead  project  No.  5,  as  of 
January  31,  1929. 

3b.  Copy  of  statement  giving  a  resume  of  activities  of  employees  of  the 
Montana  Power  Co.  whose  time  or  expense  has  been  charged  to  Rocky  Mountain 
Power  Co. 

3c.  Copy  of  contract  between  the  Montana  Power  Co.  and  Chas.  T.  Main 
(Inc.),  with  copies  of  correspondence  extending  scope  of  same  to  cover  Flathead 
development. 

3d.  Copy  of  the  Montana  Power  Co.'s  job  order  No.  1179,  covering  test 
drilling,  with  certain  details  of  charges  thereunder. 

3e.  Copy  of  statement  showing  accrued  interest  on  advances  from  the  Montana 
Power  Co.  to  Rocky  Mountain  Power  Co. 

3f.  Copy  of  letter  by  J.  R.  Thomas  to  J.  F.  Denison,  dated  March  23,  1929. 

3g.  Copies  of  expense  accounts  of  F.  M.  Kerr,  M.  E.  Buck,  F.  W.  Bird, 
Patrick  J.  Dowling,  W.  G.  Pinkney,  A.  C.  Pratt,  H.  H.  Cochrane,  Roy  Wells, 
J.  E.  Bell,  Frank  Scotten,  and  Ole  Thompson. 

Rocky  Mountain  Power  Co., 

New  York,  N.  Y.,  April  S,  1929. 
Executive  Secretary,  Federal  Power  Commission, 

Washington,  D.  C. 
Dear  Sir:  With  further  reference  to  our  conference  on  March  14,  1929,  with 
respect  to  the  prelicense  expenditures  of  the  Flathead  development  for  the 
Rocky  Mountain  Power  Co.,  there  is  transmitted  herewith,  in  triplicate,  the 
statement  of  prelicense  expenditures  to  January  31,  1929.  There  is  also  inclosed 
and  submitted,  as  agreed  upon  in  the  conference  above  referred  to,  the  following: 

(1)  R6sum6  of  activities  of  employees  of  the  Montana  Power  Co.  whose 
time  or  expense  has  been  charged  to  Rocky  Mountain  Power  Co. 

(2)  Original  bills  covering  payments  made  by  the  Montana  Power  Co.  to 
Chas.  T.  Main  (Inc.),  for  account  of  Flathead  development,  aggregating 
$39,114.61. 

As  these  invoices  represent  original  records  it  is  desired  that  they  be  returned 
as  soon  as  they  have  served  your  purposes.  If  you  should  desire  copies  for  your 
permanent  files  we  will  be  glad  to  furnish  certified  or  photostatic  copies  of  the 
originals. 

(3)  Certified  copy  of  contract  between  The  Montana  Power  Co.  and  Chas. 
T.  Main  (Inc.),  with  certified  copies  of  correspondence  extending  scope  of  same 
to  cover  Flathead  development. 

(4)  Copy  of  Job  Order  No.  1179  covering  test  drillings  made  by  the  Montana 
Power  Co.,  also  detailed  statement  of  accounts  showing  completed  costs. 

(5)  Itemized  statements  of  the  following  subaccounts  of  test  drillings: 

1.  Superintendence $659.  04 

2.  General 1,  685.  86 

To  these  are  attached  statements  to  the  effect  that  there  have  been  no  dupli- 
cations of  charges. 


SURVEY  OF  CONDITIONS  OP  INDIANS  IN  UNITED  STATES     3591 


(6)   Revised  statements  of  accrued  interest  showing  details  of  computations: 
(a)   At  6  per  cent  compounded  annually. 

(6)  At  6  per  cent  simple  interest. 

(7)  Copy  of  letter  dated  March  23,  1929,  from  Mr.  J.  R.  Thomas,  assistant 
treasurer,  The  Montana  Power  Co.,  transmitting  data  above  enumerated  in 
Nos.  1  to  6,  inclusive. 

(8)  Copies  of  expense  accounts  of:  Messrs.  F.  M.  Kerr,  M.  E.  Buck,  F.  W. 
Bird,  Patrick  J.  Dowling,  W.  G.  Pinkney,  A.  C.  Pratt,  H.  H.  Cochrane,  Roy 
Wells,  J.  E.  Bell,  Frank  Scotten,  Ole  Thompson. 

We  trust  this  additional  data  will  expedite  the  approval  of  the  prelicense 
costs. 

Kindly  acknowledge. 
Yours  very  truly, 

C.  B.  Smith. 
To  the  Federal  Power  Commission, 

Washington,  D.  C: 
In  accordance  with  the  provisions  of  Orders  No.  27  of  the  Federal  Power 
Commission,  issued  under  date  of  May  28,  1928,  the  following  statement,  in 
triplicate,  is  submitted  to  the  commission  showing  as  of  January  31,  1929,  the 
actual  legitimate  cost  of  and  the  actual  legitimate  investment  in  project  No.  5, 
in  the  State  of  Montana,  covered  by  application  for  license  dated  March  27, 
1928. 

Statement  of  prelicense  costs  to  Janaury  31,  1929 

I.  PAYMENTS  ACTUALLY  MADE  AS  OF  JANUARY  31,  1929 


Name  of  payee  or  beneficiary  and  nature  of  service 
performed  or  to  be  performed,  of  property  acquired 
or  to  be  acquired,  or  of  charge  or  proposed  charge 

Total  pay- 
ment or 
charge 

Records  in 

support  of  items 

Located  at— 

In  custody  of— 

Sullivan  &  Cromwell,  attorneys: 

Organization  fees  paid  to  State  of  Delaware  and 
miscellaneous  recording,  filing,  and  recording 
fees  in  connection  with  the  organization  of  the 
company. 

Stock  certificates,  seal  press,  minute  book 

$236.  91 

19.25 
18.00 

189.  62 
21.20 

111.26 
44.05 
29.87 
21.25 
22.30 
37.65 
33.31 
23.40 
1,000.00 

540. 00 

500.00 
16.00 

Butte,  Mont.. 

do .- 

do 

do 

do.. 

do 

do 

do... 

do 

do... 

do 

do 

do 

J.  R.  Thomas,  as- 
sistant treasurer. 

Do 

Certified  copies  of  general  corporation  laws  of 
Delaware  and  certified  copies  of  certificate  of 
incoiporation. 

Do. 
Do 

Telephone  to  Washington 

Do. 

Do. 

Expenses  to,  at,  and  from  Washington 

Do 

Telegrams  and  telephone  tolls 

Do. 

Do 

Telephone  tolls 

Do 

Do 

Expenses,  trip  to  Washington 

Do 

Binding  books,  copying,  and  typewriting 

Do. 

For  professional  services  during  the  year  1921 1 

Directors: 

Directors'  fees  2— 

February,  1922 $100.00 

February,  1923 80.00 

February,  1924 80.00 

February,  1925 80.00 

February,  1926... 100.00 

February,  1928 100.00 

Butte,  Mont.. 

do... 

do.- 

Do. 

Do. 

Do. 

Corporation  Trust  Co.  of  America: 

For  annual  statutory  representation  service  in 
Delaware — 

Feb.  13,  1921,  to  Feb.  13,  1922 $100.00 

Feb.  13,  1922,  to  Feb.  13,  1923 100.00 

Feb.  13,  1923,  to  Feb.  13,  1924 50.00 

Feb.  13,  1924,  to  Feb.  13,  1925 50.00 

Feb.  13,  1925,  to  Feb.  13,  1926 50.00 

Feb.  13,  1926,  to  Feb.  13,  1927 50.00 

Feb.  13,  1927,  to  Feb.  13,  1928 50.00 

Feb.  13,  1928,  to  Feb.  13,  1929 50.00 

Secretary  of  State:  For  receiving,  filing,  and  indexing 
annual  reports  under  corporation  tax  law:  Fee  of  $2 
per  year  for  1920, 1921, 1922, 1923, 1924, 1925, 1926, 1927. 

'  An  additional  fee  of  $2,500  for  services  in  1920  was  paid  Sullivan  &  Cromwell  by  Montana  Power  Co. 
'Directors'  fees  of  $80  for  February,  1927,  paid  by  Montana  Power  Co. 
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Statement  of  prelicense  costs  to  January  SI,  1929 — Continued 
I.  PAYMENT  ACTUALLY  MADE  AS  OF  JANUARY,  1929- Continued 


Name  of  payee  or  beneficiary  and  nature  of  service 
performed  or  to  be  performed,  of  property  acquired 
or  to  be  acquired,  or  of  charge  or  proposed  charge 


OflBcials  of  the  State  of  Montana:  Fees  for  filing  an- 
nual reports  with  Secretary  of  State  of  Montana  and 
clerk.  Silver  Bow  County,  Mont.,  1920, 
Montana  Power  Co.: 

Telegrams 

Van  Dyke  negatives  (General  Drafting  Co.) 

Do 

Telegram  to  Butte 

Telegrams. 

Do 

Barry  Mohum:  Services  in  connection  with  applica- 
tion pending  before  Federal  Power  Commission. 
Miscellaneous:  Telegrams,  $10.76;  index  sheets  for 
minute  book,  $2.75;  corporation  seal  (No.  2),  $5.50; 
parcel-post  charges  on  seal,  $0.93;  stock  transfer 
stamps,  $0.40;  telegrams,  $3.16;  telegrams,  $2.75. 

Total  of  payments  actually  made  as  of  Jan.  31, 


Total  pay- 
ment or 
charge 


$6.00 


7.25 
9.72 
4.50 
2.95 
.75 
9.45 
250.00 

26.25 


3, 180.  95 


Records  in  support  of  items 


Located  at- 


Butte,  Mont-. 


..-.do. 
....do. 
...do. 
....do. 
.— do- 
....do. 
....do. 


do.... 


In  custody  of— 


J.  B.  Thomas,  as- 
sistant treasurer. 


Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 


Do. 


XL  CHARGES  ACTUALLY    ACCRUED    AND    ENTERED    IN    THE    ACCOUNTS  AS    OF 
JANUARY  31,  1929,  BUT  NOT  PAID  AS  OF  THAT  DATE 


Montana  Power  Co.,  services  and  expenses  of  oflBcials, 
employees,  and  others: 
Proportion  executive  pay  roll- 
September,  1921 $168.00 

October,  1921.. 111.11 

November,  1921.. 24.00 

Proportion  miscellaneous  pay  roll- 
June,  1926 53.33 

July,  1926 200.00 

August,  1926 .-- 200.00 

June,  1928 60.00 

Frank  Scotten: 

Services,  26  days,  Apr.  30,  1920 588. 67 

Proportion  salary  for  May,  1920 161. 50 

Proportion  salary  for  June,  1920 40. 00 

Proportion  salary  for  July,  1920 40. 00 

Exi)enses  Aug.  31,  1921 58. 76 

Expenses  Dec.  4,  1921 85.  21 

Proportion  salary  for  December,  1921 . .  222. 22 

Proportion  expenses 69.76 

Proportion  salary  for  January,  1922 299. 96 

Proportion  salary  for  Feb.  28,  1922 171.  44 

Proportion  salary  for  Mar.  31,  1922 133. 33 

Expenses  Apr.  3,  1922 50.43 

Expenses  July,  1922 66.  57 

Expenses  Sept.  30,  1923 60.86 

Expenses  April,  1926 11.98 

Including  party,  expenses  to  Kalispell .  146. 48 

Expenses 15. 40 

F.  M.  Kerr: 

Expenses  Mar.  31, 1922 86. 14 

Expenses  May  18, 1926 600.00 

Expenses  Apr.  16,  1927 2,000.00 

Proportion  expenses  Jan.  6,  1928 2, 779. 39 

Proportion  expenses  June  3, 1928 968. 49 

Proportion  expenses  Jan.  5, 1929 1,476.00 

8,  P.  Hogan: 

Expenses,  June  1  to  June  19, 1920 127. 64 

Expenses,  Dec.  31, 1928 76. 87 

Edward  Buck: 

Expenaes,  Aug.  26, 1920 9.00 

Pay  roU  check,  Aug.  26, 1920 36.00 


$303. 11 


513. 33 


2, 232.  57 


7,799.02 


203.41 


44.00 


Butte,  Mont. 


....do 


..do. 


...do. 

...do. 
...do.. 
...do.. 


J.  R.  Thomas,  as- 
sistant treasurer. 


Do. 


Do. 


Do. 


Do. 


Do. 


Do. 
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II.  CHARGES   ACTUALLY    ACCRUED    AND   ENTERED    IN    THE    ACCOUNTS    AS 
JANUARY  31,  1929,  BUT  NOT  PAID  AS  OF  THAT  DATE— Continued 


OF 


Records  in  support  of  items 

Name  of  payee  or  beneficiary  and  nature  of 

service 

Total  pay- 

performed or  to  be  performed,  of  property  auquireu 

ment  or 

or  to  be  acquired,  or  of  charge  or  proposed  charge 

charge 

Located  at— 

In  custody  of— 

F.  W.  Bird: 

Expenses,  Sept.  30,  1920 

$42.95 

Expenses,  June  14,  1926. 

40.70 

Expenses,  Aug.  21,  1926— 

71.15 

Expenses,  Oct.  18,  1927 

100.00 

Proportion  expenses,  Dec.  13,  1927 

91.85 

Proportion  expenses,  Mar.  16,  1928 

54.75 

Expenses,  Mar.  21,  1928 

200.00 

Proportion  expenses,  May  19,  1928 

25.15 

Proportion  expenses,  Feb.  3,  1928 

291.20 

Proportion  expenses,  July  2,  1928 

750. 00 

Proportion  expenses,  Dec.  11,  1928 

76.45 

Proportion  expenses,  May  7,  1928 

330.00 

Expenses,  January,  1929 

790.00 

$2,864.20 

Butte,  Mont_- 

J.  R.  Thomas,  as- 

D. M.  Kelly: 

sistant  treasurer. 

Hearing  before  Federal  Power  Com- 

mission  

37.50 

Expenses,  April,  1926.. 

12.50 

Expenses,  Dec.  23,  1927 

26.80 

76.80 

do 

Do. 

M.  E.  Sullivan:  Expenses,  1922 

25.31 

do.. 

Do. 

H.  H.  Cochrane: 

Expenses,  1922 

25.75 

Expenses,  May  28,  1926... 

142.  95 

Expenses,  Mar.  24,  1927 

639.  35 

Proportion  expenses,  Sept.  12,  1927 

3.40 

Proportion  expenses,  Dec.  21,  1927 

72.10 

Proportion  expenses,  Aug.  16,  1928 

70.60 

954.15 

do 

Do. 

Ole  Thompson: 

Expenses,  October,  1922 

33.55 

Expenses,  June  5,  1926 

19.55 

53.10 

do 

Do. 

M.  E.  Buck: 

Expenses,  June  4,  1926 

56.  50 

Proportion  expenses,  Jan.  li,  1928 

113. 15 

Proportion  expenses.  Mar.  13,  1928 

51.05 

Proportion  expenses,  May  2,  1928 

23.45 

Proportion  expenses,  June  5,  1928 

87.15 

Proportion  expenses 

141.  95 

Proportion  expenses,  June  26,  1928 

51.85 

Proportion  expenses,  Aug.  7,  1928 

54.00 

Proportion  expenses,  Dec.  31,  1928 

50.00 

629.10 

do 

Do. 

M.  H.  Gidel: 

Geological  examination,  June,  1926 

50.00 

Expenses,  June,  1926 

7.97 

57.97 

do 

Do. 

Mr.  Dow:  Expenses  to  Poison,  1926 

84. 11 

do 

Do. 

John  C.  Ryan:  Expenses,  Nov.  15,  1927 

25.50 

.      do 

Do. 

P.  J.  Dowling:  Expenses,  Aug.  12,  1926 

312.  86 

do 

Do. 

Roy  Wells: 

Expenses,  Dec.  16,  1927 

30.56 

Proportion  expenses,  June  5,  1928 

55.08 

Proportion  expenses,  July  9,  1928. 

11.50 

Proportion  expenses,  Dec.  26,  1928 

25.47 

122.  61 

do 

Do. 

Albert  Gaudet:  Expenses,  Dec.  19, 1927 

23.55 

do 

Do. 

J.  W.  Foulds: 

Expenses,  Feb.  29,  1928 

34.01 

Expenses,  May  23,  1928 

27.50 

61.51 

do 

Do. 

W.  E.  Pinkney: 

Expenses,  Mar.  23,  1928 

156.86 

Correction  of  error,  Cr 

89.85 

Expenses,  May  28,  1928 

19.01 

Proportion  salary,  May,  1928 

50.00 

Proportion  expenses,  June  28,  1928 

276. 95 

Proportion  salary,  June,  1928 

150.00 

Proportion  salary,  July,  1928 

100. 00 

Proportion  expenses,  Aug.  4,  1928 

173.50 

Proportion  salary,  August,  1928 

200.00 

Expenses,  Aug.  31,  1928.. 

236.20 

Proportion  salary,  September,  1928 

175.  00 

Proportion  expenses,  October,  1928 

42.45 
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n.  CHARGES  ACTUALLY  ACCRUED  AND  ENTERED  IN  THE  ACCOUNTS  AS  OF 
JANUARY  31,  1929,  BUT  NOT  PAID  AS  OF  THAT  DATE— Continued 


Name  of  payee  or  beneficiary  and  nature  of  service 
performed  or  to  be  performed,  of  property  acquired 
or  to  be  acquired,  or  of  charge  or  proposed  charge 


W.  E.  Pinkney— Continued. 

Proportion  salary,  October,  1928 $150.00 


Proportion  salary,  November,  1928. 

Expenses,  Nov.  30,  1928 

Proportion  salary,  December,  1928. 

Expenses,  Dec.  27,  1928 

Proportion  salary,  January,  1929.. . 
Expenses,  January,  1929 


150.00 
210. 40 
200. 00 
195.  50 
100. 00 
66.80 


30.11 


93.17 
76.60 
130.  63 


D.  O.  Stivers:  Expenses  May  10,  1928 

J.  E.  Woodward:  Expenses  May  23,  1928... 
Ji.  C.  Pratt: 

Expenses  June  5,  1926 

Expenses  with  F.  Bird  and  Carl  Bardon 
to  Flathead  Lake,  June  14  to  June  7, 

1926 

Expenses  Dec.  31,  1926 

Expenses  Oct.  27,  1927 .. 

T-  A.  Marlow:  Trip  to  Flathead  at  request  of  Mr 
Kerr. 

F.  W.  Bird  and  H.  H.  Cochrane:   Railroad  ticket, 
Butte  to  Seattle  and  return. 

M.  O.  Leighton:  Services  Nov.  30,  1928 

J.  E.  Bell: 

Services  Mar.  1  to  Mar.  15,  1920 

-   Services  Apr.  1  to  Apr.  15,  1920 

Expenses  Apr.  1  to  Apr.  12,  1920 

Services  Apr.  16  to  Apr.  30,  1920 

Expenses  -\pr.  27,  1920 

Services  July  1  to  July  15,  1920 

Services  July  16  to  July  31,  1920 

Including  party,  expenses  July  26  to 

July  31,  1921 

Including  party,  pay  roll  July  26  to 

July  31.  1921 

Including  party,  pay  roll  Aug.  31,  1920. 

Expenses  Aug.  2  to  Aug.  31,  1920 

Including  party,  pay  roll  Sept.  15,  1920,  f 

and  Sept.  30,  1920 I 

Expenses  Sept.  30,  1920 

Including  party,  pay  roll  Oct.  15,  1920. 
Including  party,  pay  roll  Oct.  30,  1920. 
Including  party,  pay  roll  Nov.  15, 1920. 

Expenses  Nov.  16,  1920 

Pay  roll  Nov.  30,  1920 

Expenses  Nov.  30,  1920 

Expenses  Aug.  31.  1921 

Pay  roll  Feb.  1  to  Feb.  15,  1922. 

Pay  roll  Feb.  15  to  Feb.  28,  1922 

Expenses .- 


.$95.  35 
121.  33 
202.  76 
26.01 
12.50 
33.00 
40.60 

224.  26 

507.00 

526.  33 

34.40 

580.00 

510.  00 

27.85 

435.00 

467.00 

328.34 

74.40 

30.00 

4.11 

15.81 

92.31 

75.00 

41.17 


J.  Anthonison  and  J.  E.  Bell:  Services,  Mar.  16,  to 

Mar.  31,  1920. 
J.  Anthonison,  J.  E.  Bell,  and  J.  J.  Cronin:  Services, 

May,  1920. 
J.  J,  Cronin: 

Services,  May,  1920 $82.50 

Expenses,  May  28,  1920 195.54 

Expenses,  June,  1920 292.00 

Expenses,  June,  1920 31. 35 


Total  pay- 
ment or 
charge 


"W.  J.  Freeney:  Services,  May,  1920 

J.  J.  Cronin  and  W.  J.  Freeney:  Services,  June,  1920.. 

Montana  Power  Co.: 
Pay  roll- 
Dec.  15,  1920 $67.77 

Dec.  31,  1920 30.29 

Jan.  16,  1921 3.96 

Sept.  15,  1921 12.50 

Sept.  30,  1921 4.33 

Oct.   15,1921 1.17 

Dec.  15,  1921 3.25 

Dec.  31,  1921 23.07 

Jan.  31,  1922 96.43 

Oct.  31,  1925 26.79 

Nov.  \r>,  1928 37.50 


$2.  562.  81 


10.75 
145.  30 


Records  in  support  of  items 


Located  at- 


Butte,  Mont. 


330.  51 
150.00 


70.44 

75.48 


4,504.53 
144.05 

38.97 


601.39 

73.33 

275.00 


..do. 
..do. 


.do. 


do. 


..do 

do 


do. 


....do 

....do 

-...do 


In  custody  of- 


J.  R.  Thomas,  as- 
sistant treasurer. 
Do. 
Do. 


Do. 
Do. 


Do. 
Do. 


Do. 
Do. 


Do. 


Do. 
Do. 
Do. 
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11.  CHARGES  ACTUALLY  ACCRUED  AND  EfvfTERED  IN  THE  ACCOUNTS  AS  OF 
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Name  of  payee  or  beneficiary  and  nature  of  service      Total  pay- 
performed  or  to  be  performed,  of  property  acquired        ment  or 
or  to  be  acquired,  or  of  charge  or  proposed  charge  charge 


Records  in  support  of  items 


Montana  Power  Cn.— Continued. 
Pay  roll— Continued. 

Nov.  30,  1925 $56.25 

Dec.  15,  1925 115.38 

Dec.  31,  1925 57.  70 

June  30,  1926 9.61 

Dec.  15,  1927 9.62 

Survey  party  pay  roll,  Dec.  15,  1920 

Draftsmen 

Sullivan  &  Cromwell:  Fees  and  expenses  for  profes- 
sional services  during  the  year  1920  in  connection 
with  the  organization  of  the  Rocky  Mountain 
Power  Co.  and  the  application  for  a  power  permit, 
these  services  extending  over  a  period  of  several 
months  and  requiring  attendance  in  Washington  for 
a  period  of  several  weeks. 
W.  J.  Brennon,  attorney:  Advances  to  cover  expenses 

to  date. 
Samuel  Herrick:  Preliminary  survey  Mar.  10,  1920.  .. 
Montana  Power  Co.: 

Fees  for  filing  various  documents,  reports,  etc., 
with  the  secretary  of  state  of  Montana  and  clerk 
Silver  Bow  County,  certified  copies  of  docu- 
ments, etc. 
Telegraph  and  telephone  tolls,  not  included  in 
personal  expense  accounts. 

Directors'  fees,  February,  1927 

Treasurer's  cash  statement,  Oct.  31,  1928 

Payments  by  W.  E.  Pinkney  (refunded  by  Mon- 
tana Power  Co.)  — 

Donation  to  Lake  County $150.00 

Repairs  to  auto 7.00 

Do.. 2L45 

H.  A.  Johnson,  labor 50.00 

J.  .\.  Irvin,  labor 25.00 

Labor . 100.00 

Do... 50.00 

Do 100.00 

Labor  and  expense 100.00 

Funeral  expenses,  A.  A.  McMUlan 

Pavments  on  accoimt  of  personal  injuries 

1  Ford  car  purchased  in  1920 250.00 

1  Ford  car  sold  in  1921.. 100.00 

Watchman's  salary  at  Flathead  site,  1928 

Photographs  and  photo  supplies,  express  and 
freight  charges,  auto  parts,  supplies,  repairs  and 
insurance,  camp  supplies,  bedding,  blankets, 
tents,  engineers'  supplies,  meats  and  groceries, 
milk  and  cream,  laundry,  bread,  office  rent, 
row  boat,  engineers'  supplies  and  repairing 
instruments,  lumber,  hardwood,  drugs,  rope, 
stationery  and  postage,  storage  of  camp  outfit, 
moving  camp  equipment,  expenses  U.  S.  Geo- 
logical Survey,  etc. 

Deposits  with  State  treasurer  to  cover  survey  of 
Flathead  Lake  by  U.  S.  Geological  Survey  in 
cooperation  with  State  engineer. 

Advances  to  L'.  S.  Geological  Survey  to  cover 
expense  of  establishing  a  gaging  station  in  Flat- 
head district. 
Chas.  T.  Main  (Inc.): 

For  examination  and  report  on  the 
possible  hydroelectric  development  at 
the  outlet  of  Flathead  Lake,  monthly 
payments  for  June,  July,  .A.ugust, 
and  September;  1926,  and  June,  July, 
and  August,  1927 $3,993.38 

For  engineering  services,  monthly  pay- 
ments for  period  September,  1927,  to 
November,  1928,  inclusive 25,032.34 

Charges  for  January,  1929 88.89 

Amount  paid  Jan.  24,  1929,  for  with- 
drawal from  undertaking  Flathead 
development 10,000.00 


$555. 62 

30.00 

14.06 

2,  500.  00 


150.00 
250.00 
128.90 

564.15 

80.00 
346.  69 


Butte,  Mont.     J.  R.  Thomas,  as- 
!      sistant  treasurer. 
....do ..\         Do. 


..do 

-do 


...do 

...do 

—do 

...do 

...do. 

...do 


603.45 
450.69 
643.00 


150.00 

308.00 

2.  754. 16 


Do. 
Do. 


Do, 
Do. 
Do, 

Do. 

Do. 
Do. 


Do, 
Do, 
Do. 


Do. 
Do. 
Do. 


23, 500. 00 
2,500.00 


39, 114.  61 


do. 


Do. 
Do. 


Do. 
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II.  CHARGES   ACTUALLY  ACCRUED   AND   ENTERED    IN    THE    ACCOUNTS    AS    OF 
JANUARY  31,  1929,  BUT  NOT  PAID  AS  OF  THAT  DATE— Continued 


Name  of  payee  or  beneficiary  and  nature  of  service 
performed  or  to  be  performed,  of  property  acquired 
or  to  be  acquired,  or  of  charge  or  proposed  charge 


Total  pay- 
ment or 
charge 


Records  in  support  of  items 


Located  at —        In  custody  of- 


Montana  Power  Co.: 

Expenditures  on  job  order  No.  1179 
covering  diamond-drilling  examina- 
tion of  the  proposed  Flathead  dam 
site  and  tunnel  routes— 
(a)  Rentals  of  drilling  equipment, 
including   transportation   to 
and  from  base,  and  hauling 

to  job $4,068.97 

(6)  Transportation  and  expenses  of 

driller  and  assistant 441. 15 

(c)  Camp,  including  first  cost,  in- 

stallation, and  operation 2, 178. 07 

(d)  Drilling,    all     labor    supplies 

and  equipment  for  the  instal- 
lation and  operation  of  the 
actual  work  of  drilling 14, 000. 25 

(c)  Other    equipment,    including 

tools 1,034.89 

(/)  Freight  and  hauling,  not  other- 
wise provided  for 276. 49 

{g)  Labor,  not  otherwise  provided 

for 685.94 

(A)  Superintendence 659.04 

(i)  General .—    1,685.86 

Interest- 
Year  1920 175.81 

Year  1921. 68.3.83 

Year  1922.. 907,37 

Year  1923 1,011.07 

Year  1924 1,083.28 

Year  1925 1,167.90 

Year  1926 1,371.66 

Year  1927 1,791.88 

Year  1928.... 5, 212. 05 

1  month,  1929.... 685.31 

Salaries— 

F.  M.  Kerr,  general  manager 13,343.71 

M.  E.  Buck,  general  superintend- 
ent  .-    3,441.67 

H.  H.  Cochrane,  chief  engineer 8, 940. 00 

A.  C.  Pratt,  electrical  engineer 1,080.02 

F.  W.  Bird,  civil  engineer 11,610.00 

J.  C.  Ryan,  assistant  general  man- 
ager  604.21 

S.  P.  Hogan,  assistant  secretary. ..    1, 498. 99 

J.  C.  Dow,  operating  engineer 100.00 

Roy  Wells,  assistant  engineer 380. 00 


Total  of  charges  actually  accrued  and  entered 
in  the  accounts  as  of  Jan.  31, 1929,  but  not  paid 
as  of  that  date. 


$25,030.66 


Butte,  Mont- 


14,  090. 16 


do 


J.  R.  Thomas,  as- 
sistant treasurer. 


Do. 


40,998.60 


180, 131.  52 


III. 


LIABILITIES  OR  OBLIGATIONS  INCURRED  AS  OF  JANUARY  31,   1929,   BUT  NOT 
ENTERED  IN  THE  ACCOUNTS  AND  NOT  PAID  AS  OF  THAT  DATE 


Description    of    con- 

Date: 

Month 

and  year 

Name  of  payee 
or  beneficiary 

Nature  of  service 
performed  or  to 
be  performed,  of 
property    ac- 
quired or  to  be 
acquired,  or  of 
charge   or   pro- 
posed charge 

Total 
payment 
or  charge 

Records  in  support 
of  items 

other  document  or 
understanding, 
written  or  oral 

Located 
at 

In  cus- 
tody of 

None 

None 

None 

None 

None 

None..-. 

None. 

Total  of  liabilities  or  obligations  incurred 
paid  as  of  that  date 


\  of  Jan.  31, 1929,  but  not  entered  in  the  accounts  and  not 


None . 
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Summary 

I.  Total  of  payments  actually  made  as  of  Jan.  31,  1929 $3,  180.  95 

II.  Total  of  charges  actually  accrued  and  entered  in  the  accounts  as 

of  Jan.  31,  1929,  but  not  paid  as  of  that  date 180,  131.  52 

III.  Total  of  liabilities  or  obligations  incurred  as  of  Jan.  31,  1929,  but 

not  entered  in  the  accounts  and  not  paid  as  of  that  date None. 

Grand  total 183,312.47 

affidavit 
State  of  New  York, 

County  of  New  York,  ss: 
I,  J.  F.  Denison,  secretary-treasurer  of  the  Rocky  Mountain  Power  Co., 
applicant  before  the  Federal  Power  Commission  for  a  license  for  a  water-power 
development  designated  on  the  records  of  the  commission  as  project  No.  5, 
herewith  submit  to  the  commission  on  behalf  of  said  applicant  the  foregoing  state- 
ment consisting  of  sheets  No.  1  to  12,  inclusive,  and  showing,  as  of  January  31, 
1929,  the  actual  legitimate  cost  of  and  the  actual  legitimate  investment  in  the 
peoject  as  applied  for;  and  I  do  solelmny  swear  that  I  have  carefully  exanined 
said  statement;  that  it  contains  all  items  and  amounts  actually  paid  by  the 
applicant,  actually  accrued  and  entered  in  its  accounts  but  not  paid,  and  all 
liabilities  and  obligations  incurred  by  it  but  not  entered  in  the  accounts  and  not 
paid  as  of  January  31,  1929,  which  are  chargeable,  under  the  provisions  of  the 
Federal  water  power  act  (41  Stat.  1063)  and  of  the  rules  and  regulations  of  the 
commission  established  thereunder,  to  the  fixed  capital  accounts  of  said  project, 
in  whole  or  in  part;  ^  and  that  said  statement  shows  the  maximum  amount  that  is 
claimed  or  will  at  any  time  be  claimed  by  the  applicant  as  representing  the  actual 
legitimate  cost  of  and  the  actual  legitimate  investment  in  said  project  up  to  and 
including  said  date. 

J.  F.  Denison. 

Subscribed  and  sworn  to  before  me,  this  29th  day  of  March,  1929. 

[seal.]  Chester  A.  Buckley,  Notary  Public. 

Commission  expires  March  30,  1931. 

Schedule  1 
rocky  mountain  power  co.  data 

Mr.  F.  M.  Kerr,  vice  president  and  general  manager  of  company  affairs  in 
Montana,  has  been  charged  with  the  general  supervision  of  all  matters  in  con- 
nection with  the  Flathead  project,  including  securing  necessary  permits,  making 
filings,  determining  suitable  site,  and  passing  on  estimates  and  plans  for  con- 
struction. His  time  and  expenses  to  date  may  be  assigned  to  the  specific 
accounts  of  land  one-fourth,  structures  one-fourth,  reservoirs,  dams,  and 
intakes  one-half. 

Mr.  M.  E.  Buck  is  the  general  superintendent  of  the  Montana  Power  Co. 
system,  with  general  supervision  over  its  operations  and  construction  work. 
The  exploratory  drilling  on  the  proposed  site  was  under  his  immediate  direction, 
and  he  shared  the  responsibilities  of  determining  the  site  and  planning  con- 
struction. Time  devoted  by  Mr.  Buck  and  other  engineers  to  the  rleated 
problems  of  transmission,  has  not  been  charged  to  this  project.  Mr.  Buck's 
time  and  expenses  are  chargeable,  one-fourth  to  land,  one-fourth  to  power  plant 
structures,  and  one-half  to  reservoirs,  dams,  and  intakes. 

Mr.  H.  H.  Cochrane,  chief  engineer  of  the  Montana  Power  Co.  system,  has 
been  associated  in  that  capacity  with  the  Flathead  project  since  its  inception, 
and  has  made  studies  and  estimates  with  particular  reference  to  determination 
of  site,  construction  plans,  type  of  equipment,  and  costs.     His  responsibilities 

1  The  phrase  "in  part"  is  intended  to  cover  any  expenditures  or  costs  that  may  have  been  incurred  by 
applicant  directly  in  connection  with  the  power  development,  or  part  thereof,  covered  by  application  but 
which,  upon  issuance  of  license  or  amendment  thereof,  may  be  foun4  to  apply  in  part,  or  possibly  in  whole, 
to  nonproject  property,  or  to  represent  nonproject  expenditures  or  costs.  This  includes  particularly  tracts 
or  parcels  of  land  acquired  for  project  purposes  where  a  part  only  of  the  tract  or  parcel  is  within  the  project 
boundary  when  finally  established.  It  may  also  include  other  items  the  proper  accounting  for  which  can 
only  be  determined  after  the  issuance  of  license  or  of  amendment  thereof  and  the  project  subject  thereto 
has  been  definitely  established. 


3598      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

included  the  engineering  data  in  connection  with  the  application  for  preliminary 
permit.  His  time  and  expenses  are  chargeable  to  land  one-fourth,  reservoirs, 
dams,  and  intakes  one-fourth,  water  turbines  and  water  wheels  one-fourth,  and 
electric  equipment  one-fourth. 

Mr.  F.  W.  Bird,  a  civil  engineer,  and  agent  for  rights  of  way  and  lands,  is 
charged  with  the  duties  of  examination  and  valuation  of  flooded  lands,  checking 
of  records,  titles,  easements,  and  rights  of  way  and  the  preparation  of  the  pre- 
Hminary  application.     His  time  and  expenses  are  properly  chargeable  to  lands. 

Mr.  A.  C.  Pratt,  electrical  engineer  for  the  Montana  Power  Co.  system,  is 
associated  with  the  chief  engineer,  Mr.  H.  H.  Cochrane,  and  his  time  and  expenses 
are  similarly  to  be  distributed. 

Mr.  Frank  Scotten,  civil  engineer,  who  has  personally  superintended  the  con- 
struction of  the  most  important  generating  plants  of  the  Montana  Power  Co. 
system.  He  made  examinations  of  the  proposed  dam  site  and  preliminary 
estimates  of  cost.  His  time  and  exepenses  would  be  chargeable,  one-third  to 
power  plant  structures  and  two-thirds  to  reservoirs,  dams,  and  intakes. 

Mr.  J.  C.  Dow,  electrical  engineer,  and  assistant  to  Mr.  Frank  Scotten, 
mentioned  above,  was  associated  with  Mr.  Scotten  in  examinations  and  estimates 
and  his  time  and  expenscB  are  similarly  chargeable. 

Mr.  D.  M.  Kelly,  counsel  for  the  Montana  Power  Co.  system.  Up  to  date 
his  time  and  expenses  are  chargeable  to  land. 

Mr.  D.  G.  Stivers,  attorney,  is  of  legal  staff  of  the  Montana  Power  Co.  system, 
whose  expenses  are  chargeable  to  land. 

Mr.  John  C.  Ryan,  vice  president  and  assistant  general  manager  of  the  Mon- 
tana Power  Co.  system,  has  been  associated  with  Mr.  Kerr  in  recent  activities 
since  1927.  His  time  and  expenses  are  chargeable  one-fourth  to  land,  one-fourth 
to  power-plant  structures,  and  one-half  to  reservoirs,  dams,  and  intakes. 

Mr.  S.  P.  Hogan  is  assistant  secretary  of  the  Montana  Power  Co.  and  affiliated 
companies.  His  time  and  expenses  are  distributable  in  the  same  manner  as  Mr. 
Kerr's.  Under  the  direction  of  counsel,  he  had  charge  of  filings  as  to  appropria- 
tions of  water. 

Mr.  J.  E.  Bell,  civil  engineer.  Mr.  Bell  was  in  charge  of  the  preliminary 
surveys  as  to  lake  levels  and  gages  and  power-plant  site.  He  superintended 
the  exploratory  drilling  under  the  direction  of  Mr.  M.  E.  Buck.  His  time  and 
expenses  are  chargeable  to  land  one-half,  and  dams,  reservoirs,  and  intakes 
one-half. 

Mr.  J.  J.  Cronin  (deceased),  civil  engineer,  was  attached  to  first  survey  crew, 
under  direction  of  Mr.  F.  W.  Bird,  right-of-way  agent,  in  connection  with  prepa- 
ration of  data  for  preliminary  application.  His  salary  and  expenses  are  charge- 
able to  land. 

Mr.  W.  J.  Feeney  was  a  member  of  the  preliminary  survey  crew  under  Mr. 
J.  E.  Bell,  and  his  time  and  expenses  are  distributable  to  land  one-half,  and 
dams,  reservoirs,  and  intakes  one-half. 

Mr.  Edward  Buck  was  a  rodman  attached  to  a  survey  party  in  charge  of  Mr. 
J.  E.  Bell.     His  time  and  expenses  are  chargeable  to  power-plant  land. 

Mr.  J.  Anthonison,  formerly  chief  draftsman,  participating  in  mapping  the 
preliminary  surveys  under  Mr.  J.  E.  Bell;  time  and  expenses  are  chargeable  to 
land. 

Mr.  W.  E.  Pinkney  is  assistant  to  Mr.  F.  W.  Bird,  right-of-way  and  land 
agent.     He  succeeded  to  the  work  begun  by  Mr.  Roy  Wells,  mentioned  below. 

Mr.  Roy  Wells.  Mr.  Wells  was  engaged  in  examination  of  lake  contours, 
water  levels,  and  fiowage  rights,  under  the  general  supervision  of  Mr.  F.  W.  Bird. 
His  time  and  expenses  are  chargeable  to  land.        ^ 

Mr.  P.  J.  Bowling,  an  abstractor  attached  to  the  staff  of  Mr.  Bird,  right-of- 
way  agent.     His  time  and  expenses  are  chargeable  to  land. 

Mr.  M.  H.  Gidel  is  a  consulting  geologist  employed  to  examine  the  physical 
site.     His  fee  and  expenses  are  chargeable  to  dams,  reservoirs,  and  intakes. 

Mr.  J.  E.  Woodard,  an  officer  of  Metals  Bank  &  Trust  Co.,  with  which  we  do 
business,  incurred  expenses  in  our  behalf  in  connection  with  securing  data  in 
regard  to  preliminary  permit.  These  expenses  are  chargeable  similarly  to  those 
of  Mr.  D.  G.  Stivers,  counsel. 

Mr.  J.  W.  Foulds  was  employed  to  attend  and  report  the  proceedings  of  i)u  lie 
meetings  held  in  Lake  County  for  discussion  of  proposed  project. 

Mr.  T.  A.  Marlow  is  an  officer  of  one  of  the  banks  with  which  we  do  business, 
Montana  Trust  &  Savings  Bank,  Helena,  Mont.  He  incurred  expenses  in  con- 
nection with  securing  data  as  to  preliminary  permit,  which  are  chargeable  simi- 
larly to  the  expenses  of  Mr.  D.  G.  Stivers. 
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Mr.  Ole  Thompson  (deceased),  chauffeur,  who  drove  parties  on  examination 
trips  to  Flathead  project.  His  time  and  expenses  are  distributable  similarly  to 
Mr.  Kerr's. 

Mr.  Albert  Gaudet  is  a  chauffeur  employed  by  the  Montana  Power  Co.  He 
drove  a  car  on  various  examination  trips,  and  his  time  and  expenses  are  dis- 
tributable similarly  to  Mr.  Kerr's. 

Mr.  M.  E.  Sullivan  was  a  chauffeur  on  examination  trip  of  Mr.  Frank  Scotten, 
and  his  expenses  are  chargeable  in  the  same  way  as  Mr.  Scotten's. 

Mr.  Paul  Sultzer,  succeeded  Mr.  J.  Anthonison  as  chief  draftsman.  His  time 
and  expenses  are  likewise  chargeable  to  land. 

From  time  to  time  charges  from  pay  rolls  have  been  made  to  Rocky  Mountain 
Power  Co.  for  services  of  engineering  department  of  the  Montana  Power  Co. 
These  charges  relate  to  specific  work  performed  by  the  following  employees, 
whose  general  activities  have  been  described  in  preceding  paragraphs:  J.  Anthoni- 
son, J.  E.  Bell,  F.  Scotten,  J.  J.  Cronin,  W.  J.  Feeney,  P.  Sultzer. 

I,  S.  P.  Hogan,  the  assistant  secretary  of  the  Montana  Power  Co.,  do  hereby 
certify  that  the  attached  copies  of  contract  and  correspondence  cover  the 
arrangements  between  Charles  T.  Main  and  the  Montana  Power  Co.,  relative 
to  services  and  charges  of  the  Charles  T.  Main  organization  in  connection  with 
the  Black  Eagle  redevelopment,  Morony  development,  and  proposed  Flathead 
development  and  other  construction  work. 

In  testimony  whereof,  I  have  hereunto  set  my  hand  and  affixed  the  corporate 
seal  of  the  Montana  Power  Co.  in  the  city  of  Butte,  State  of  Montana,  thus  22d 
day  of  March,  A.  D.  1929. 

S.  P.  Hogan,  Assistant  Secretary. 


AGREEMENT  FOR  ENGINEERING  WORK  IN  CONNECTION  WITH  THE  BLACK  EAGLE 
FALLS  REDEVELOPMENT  AND  THE  MORONY  DEVELOPMENT  FOR  THE  MONTANA 
POWER  CO. 

March  20,  1926. 

1.  We  will  make  such  surveys,  studies,  plans,  and  specifications  and  furnish 
such  assistance  and  supervision  in  the  field  for  the  design  and  construction  of  the 
Black  Eagle  Fatls  redevelopment  and  the  Morony  development  as  may  be 
necessary. 

2.  We  will  confer  with  the  engineers  of  the  Montana  Power  Co.  and  any  con- 
sulting engineers  the  company  may  desire  to  employ. 

3.  We  will  establish,  maintain  and  furnish  supplies  and  equipment  for  an 
engineering  office  in  Great  Falls,  or  elsewhere  in  Montana  under  the  direction 
of  R.  A.  Moncrieff,  and  we  will  make  the  principal  plans,  designs,  and  specifica- 
tions for  the  work,  if  so  desired,  in  the  Montana  office  where  it  will  be  convenient 
for  the  general  manager  to  confer  with  us  from  time  to  time  as  to  the  design 
and  construction  of  the  developments. 

4.  We  will  select,  hire,  and  discharge  such  assistant  engineers,  draftsmen, 
field  engineers,  and  minor  assistants  as  we  may  consider  to  be  necessary  or 
advisable  in  order  that  the  engineering  work  both  in  the  office  and  in  the  field 
may  be  handled  in  a  way  to  serve  the  best  interests  of  the  Montana  Power  Co. 

5.  We  will  keep  accurate  records  of  expenses  incurred  and  disbursements  made 
by  us  on  account  of  establishing,  maintaining,  and  furnishing  supplies  and  equip- 
ment for  the  above-described  engineering  office,  and  for  salaries  and  wages  and 
traveling  expenses  paid  out  for  ourselves  and  our  assistants,  and  will  render  to 
the  company  on  or  before  the  15th  da}'  of  each  month  statements  of  all  expenses 
incurred  and  disbursements  made  by  us  on  account  of  our  work  for  the  company 
during  the  previous  calendar  month. 

6.  On  or  before  the  1st  day  of  the  following  month  the  company  is  to  reim- 
burse us  for  all  expenditures  for  salaries  and  for  expenses  paid  by  us  in  accord- 
ance with  such  bill,  so  that  as  the  work  progresses  the  cost  of  the  engineering 
work  and  expenses  incidental  thereto  will  be  refunded  month  by  month  to  us 
with  only  one  month  in  arrears.  For  other  work  done  in  or  in  connection  with 
the  Boston  office,  we  are  to  be  reimbursed  at  cost. 

7.  For  personal  services  in  directing,  designing,  and  supervising  the  construc- 
tion we  are  to  be  paid: 

(a)  For  such  time  as  Charles  T.  Main  may  devote  to  the  work,  including  time 
spent  in  traveling,  at  the  rate  of  $100  a  day  and  expenses;  and 

(6)  For  such  time  as  William  F.  Uhl  may  devote  to  the  work,  including  time 
spent  in  traveling,  at  the  rate  of  $60  a  day  and  expenses;  and 
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(c)  For  such  time  as  any  other  head  of  department  who  may  be  engaged  on 
the  work,  at  the  rate  of  $50  per  day;  and 

(d)  For  the  services  of  R.  A.  Moncrieff,  who  will  be  in  charge  of  the  office 
and  work  in  Montana,  and  who  will  give  his  entire  working  time  to  this  work 
or  other  work  designated  by  the  Montana  Power  Co.,  we  are  to  receive  $1,000 
a  month. 

8.  In  addition  to  the  monthly  payments  for  the  above-mentioned  services 
included  in  5,  6,  and  7,  we  are  to  receive  in  January  and  July  of  each  year  dur- 
ing the  progress  of  the  work  approximately  one-half  of  1  per  cent  of  the  amount 
expended  on  the  work  by  the  company  during  the  previous  six  months  for  every- 
thing except  for  the  cost  of  engineering. 

9.  On  the  completion  of  each  job  we  are  to  receive,  in  addition  to  the  above- 
mentioned  payments,  one-quarter  of  1  per  cent  of  the  total  cost  of  the  work, 
not  including  engineering  costs. 

10.  This  agreement  may  be  terminated  at  any  time  at  the  option  of  the  presi- 
dent of  the  Montana  Power  Co.  If  so  terminated,  we  are  to  be  paid  in  accordance 
with  articles  5,  6,  7,  and  8,  and  in  addition  such  portion  of  the  final  one-quarter 
of  1  per  cent  mentioned  in  article  9  as  he  may  determine  to  have  been  earned 
bv  us. 

Chas.  T.  Main. 
Accepted  for  the  Montana  Power  Co. 

F.  M.  Kerr, 
Vice  President  and  General  Manager. 
Approved. 

John  D.  Ryan. 


Boston,  Mass.,  July  8,  1927. 
Mr.  F.  M.  Kerr, 

Vice  Preisdent  and  General  Manager, 

The  Montana  Power  Co.,  Butte,  Mont. 
Dear  Mr.  Kerr:  Our  agreement  of  March  20,  1926,  covers  engineering  work 
for  Black  Eagle  Falls  and  Morony  developments.     The  Black  Eagle  Falls  is  the 
only  job  started  under  the  agreement,  the  Morony  development  having  been 
postponed. 

Other  engineering  work  has  been  started  or  completed  with  the  assistance  of 
our  organization  as  follows: 

Mystic  Lake  Dams,  estimated  cost $98,  000.  00 

Volta  Bridge,  actual  cost 6,  055.  33 

Alterations  to  Montana  Power  Co.'s  office  building,  estimated  cost_  5,  000.  00 

Volta  stanchion  trip,  estimated  cost 2,  500.  00 

Butte  Water  Co.  dam,  estimated  cost 32,  000.  00 

The  above-mentioned  jobs  are  relatively  small,  and  we  would  therefore  assume 
that  the  Montana  Power  Co.  would  have  no  objection  to  having  the  agreement 
extended  to  cover  these  jobs,  as  it  will  be  to  the  company's  advantage. 

There  are  other  jobs  on  which  no  construction  work  has  been  done,  such  as 
reports  and  estimates  as  follows: 

Flathead  development  report:  Estimated  cost  of  development —  $6,  700,  000.  00 

Rainbow  plant  survey: 

Morony  development,  design  of  two  sites — 

Upper  site,  estimated  cost 2,  795,  000.  00 

Lower  site,  estimated  cost 3,  038,  000.  00 

Campbell  Ranch  survey : 

Lower  Missouri  development,  preliminary  design — 
Estimated  cost 

For  30-foot  head 3,  600,  000.  00 

For  45-foot  head 4,  680,  000.  00 

The  Montana  Power  Co.  has  paid  or  will  pay  the  net  cost  of  doing  this  work. 

These  reports  and  estimates  must  be  of  greater  value  to  the  Montana  Power 

Co.  than  the  mere  cost,  but  as  some  of  the  projects  may  not  be  carried  out  we  are 

willing  to  be  paid  cost  for  them  with  the  hope  of  getting  some  profit  on  the  ones 

which  are  later  carried  out. 

Will  you  please  advise  me  if  this  method  of  handling  the  accounts  outside  of  the 
agreement  will  be  satisfactory. 

Very  truly  yours,  n.   ^.        ,j      ^ 

Chas.  T.  Main  (Inc.), 
By  Charles  T.  Main. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3601 

July  22,  1927. 

Mr.  Charles  T.  Main,  Boston,  Mass. 

Dear  Mr.  Main:  I  have  your  letter  of  July  8,  summarizing  the  status  of  our 
various  jobs.  It  is  agreeable  to  us  to  have  these  accounts  considered  as  you 
have  set  forth  in  your  letter,  and  to  have  our  former  agreement  extended  to  cover 
these  items.  I  have  not  had  an  opportunity  to  consult  Mr.  Ryan  in  this  matter, 
but  he  will  be  in  Montana  later  on,  and  I  will  then  have  an  opportunity  to  take 
it  up  with  him.  I  have  no  doubt  he  will  be  entirely  agreeable. 
Yours  very  truly, 

F.  M.  Kerr, 
Vice  President  and  General  Manager. 

The  Montana  Power  Co. — Job  Order  No.  1179 

October  11,  1927. 

Instructions.- — All  five  copies  to  general  superintendent  for  approval;  original 
to  accounting  department;  duplicate  to  foreman  in  charge  of  \york;  triplicate  to 
maker;  quarduplicate  retained  by  general  superintendent;  quintuplicate  to 
assistant  treasurer. 

Description  of  work. — Diamond  drill  examination  of  the  proposed  Flathead 
dam  site  and  tunnel  routes. 

Time  estimated  to  complete  same,  90  days;  estimated  cost,  $20,000.  To  be 
charged  to — 

Account  No.  1.  Rental  of  drilling  equipment,  including  transportation  to  and 
from  base,  and  hauling  to  the  job. 

Account  No.  2.  Transportation  and  expenses  of  driller  and  assistant. 

Account  No.  3.  Camp,  including  first  cost,  installation,  and  operation.  (This 
account  to  be  credited  with  camp  salvage  when  returned.) 

Account  No.  4.  Drilling,  All  labor,  supplies,  and  equipment  for  the  installa- 
tion and  operation  of  the  actual  work  of  drilling. 

Remarks:  Account  No.  5,  other  equipment,  including  tools;  No.  6,  freight  and 
hauhng,  not  otherwise  provided  for;  No.  7,  labor,  not  otherwise  provided  for; 
No.  8,  superintendence;  No.  9,  general. 

Issued  October  11,  1927. 

Expenditure  approved. 

M.  E.  Buck, 
General  Superintendent. 


Monthly  progress  report  of  the  Montana  Power  Co. — May,  1928 
[Job  order  No.  1179.  Diamond  drill  examination  of  the  proposed  Flathead  dam  site  and  tunnel  routesl 


Estimate 

Expenditures 

ItftTHR 

Current 
month 

This  year 

Total  to  date 

Balance 

1 .  Rental  of  drilling  equipment ,  in- 
cluding  transportation   to   and 
from  base  and  hauling  to  job 

$2,  528.  44 
216.  79 
487.51 

6,967.26 

142.  34 

1C4.  10 

f>^.  51 

29.46 

808.09 

$4,068.97 

44L15 

2, 178. 41 

14,000.25 

1, 034. 89 

276.49 

685.94 

659.04 

1, 685.  86 

2.  Transportation  and  expenses  of 

3.  Camp,  including  first  cost  in- 

sfallatinn  and  nnpratinn 

4.  Drilling:  All    labor,    supplies, 
and  equipment  for  the  installa- 
tion and  operation  of  the  actual 

5.  Other     equipment,     including 
tools 

6.  Freight  and  hauling,  not  other- 

7.  Labor,  not  otherwise  provided 
for 

9    General 

$102.  00 

$20,  000.  00 

102.00 

11,  403.  50 

25,  031.  00 

$5, 031. 00 
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Account  No.  8 — Superintendence 
1927 
Nov.  15.  Test  drilling  pay  roll — time  of  Fred  Manuell — Nov.   1  to 

Nov.  15,  1927 $112.  50 

30.  Engineering  department  pay  roll — time  of  Paul  Sultzer — 1 

day 10.  41 

30.  Test  drilling  pay  roll — time  of  Fred  Manuell — Nov.  16  to 

Nov.  30,  1927 112.  50 

15.  Meals  for  Fred  Manuell,  Nov.  1  to  Nov.  15,  1927,  inclusive.  _  15.  00 

30.  Meals  for  Fred  Manuell,  Nov.  16  to  Nov.  30,  1927,  inclusive-  15.  00 
Oct.    31.  Test  drilling  pay  roll — time  of  Fred  Manuell — Oct.   16  to 

Oct.  31,  1927 112.  50 

Dec.   15.  Test  drilling  pay  roll — time  of  Fred   Manuell — Dec.    1   to 

Dec.  15,  1927 112.  50 

15.  Meals  for  Fred  Manuell,  Dec.  1  to  Dec.  15,  1927,  inclusive,  _  15.  00 

31.  Test  drilling  pay  roll — time  of  Fred  Manuell — Dec.   16  to 

Dec.  31,  1927 112.  50 

31.  Meals  for  Fred  Manuell,  Dec.  16  to  Dec.  31,  1927,  inclusive.  11.  67 

1928 
Mar.  15.  Engineering  department  pay  roll — time  of  Paul  Sultzer — 3 

days 29.  46 

Total  account  No.  8 659.  04 

Note. — None  of  the  above  items  are  in  any  way  dulpications  of  charges  for 
any  expenditures  that  are  being  claimed  elsewhere  through  the  distribution  of 
salaries  or  expenses  of  any  employees  of  the  Montana  Power  Co. 

J.  R.  Thomas,  Assistant  Treasurer. 


Account  No.  9 — General 
1927 
Oct.    14.  M.  E.  Buck,  voucher  draft  No.  7801,  account  Fred  Manuell: 

Miscellaneous  merchandise  purchased $2.  50 

14.  B.  E.  Calkins  Co.: 

1  Lufkin  tape $6.  20 

1  box  Eureka  tape  menders  for  Ys  tape .60 

1  box  Eureka  tape  menders  for  %&  tape .60 

7.40 
Less  10  per  cent .  74 

6.66 

Purchasing  expense .07 

6.73 

31.  Stationery  bill,  October,  1927 11.  05 

31.  Test  drilling  pay  roll — time  of  Jos.  Irvine — Oct.  16  to  Oct. 

31,  1927 35.  00 

31.  Miscellaneous  expenses  of  Fred  Manuell,  Oct.  12  to  Oct.  31, 

1927 10.90 

31.  Fred  Manuell,  voucher  draft  No.  7807,  account  A.  B.  Long: 

Power,  caps,  and  fuse 14.  25 

29.  Newbro  Drug  Co. : 

50  pounds  roll  sulphur $3.  50 

Purchasing  expense .04 

3  54 

Nov.  10.  Traveling  expenses  of  H.  H.  Cochrane,  Oct.  5,  6,  7,  13,  and  14         84.  85 


7.  Express  on  1  package,  Kalispell  to  Butte 1.  60 

"ges,  Western  Ho 
15.  Time  of  Jos.  Irvine,  Nov.  1  to  Nov.  15,  1927,  test  drilling 


17.  Hospital  charges,  Western  Hospital  Association,  October 6.  50 


payroll 62.  00 

14.  Butte  Machinery  Co.: 

100  rods,  3  feet  long,  1,215  pounds $36.  45 

Purchasing  expense. _ .36 

36. 81 
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1927 
Nov.  28.  Traveling  expenses  of  M.  E.  Buck: 

Sept.  21  to  Sept.  28,  1927 $42.  48 

Oct.  4  to  Oct.  17,  1927,  and  Nov.  14  to  Nov.  16,  1927.  _         82.  24 
30.  Pay  roll,  time  of  Jos.  Irvine,  Nov.  16  to  Nov.  30,  1927,  car 

hire  and  car  mileage,  test  drilling 109.  00 

30.  Meals  for  Joe  Bell,  Al  Woods,  Mr.  Buck,  and  Mr.  Cochrane, 

Nov.  1  to  Nov.  15,  1927,  inclusive 6.  00 

30.  Miscellaneous  expenses  of  Fred  ManueU,  Nov.  1  to  Nov.  30, 

1927 8.  15 

Dec.     7.  Traveling  expenses  of  M.  E.  Buck,  Nov.  28  to  Nov.  30,  1927_         25.  74 
13.  Western  Hospital  Association,  hospital  charges,  November, 

1927 11.  10 

15.  Engineering  department  pay  roll,  time  of  Paul  Sultzer,  2 

days 19.  22 

r  1.  Mountain    States   Telephone   &    Telegraph    Co.,   telephone 

tolls 5.25 

15.  Pay  roll,  time  of  Jos.  Irvine,  Dec.  1,  to  Dec.  15,  1927,  car 

hire  and  car  mileage,  test  drilhng 121.  00 

12.  Keuffel  &  Esser  Co: 

1  No.  4101  slide  rule S14.  40 

P.  P.  and  insurance .  25 

Purchasing  expense .  15 

14.  80 

21.  Traveling  expenses  of  H.  H.  Cochrane,  Nov.  14,  to  Nov.  17, 

1927 21.70 

31.  127  stamped  envelopes 2.86 

31.  Pay  roll,  time  of  Jos.  Irvine,  Dec.  16,  to  Dec.  31,  1927,  car 

hire  and  car  mileage,  test  drilling . 142.  00 

31.  Stationery  biU,  December,  1927 .  50 

1928 
Jan,      9.  Miscellaneous  expenses  of  Fred  Manuell,  Dec.  2,  to  Jan.  5, 

1928 3.35 

11.  Traveling  expenses  of  M.  E.  Buck,  Dec.  28,  to  Dec.  31,  1927_         41.  71 
1927 
Dec.  31.  Western  Union  Telegraph  Co.,  telegram  from  Bell,  Poison 

to  Buck .  61 

1928 
Jan.    16.  Compensation  paid  Gerald  Fowler,  Dec.  18,  1927,  to  Jan. 

2,  1928 32.  00 

15.  Pav  roll,  Jos.  Irvine,  car  hire  and  mileage,  Jan.  1,  to  Jan.  15, 

1928,  test  drilling 42.  20 

23.  Western  Hospital  Association,  hospital  charges,  December..  8.  00 

2.  Store  sheet  No.  B  09923: 

1  10-inch  wood  snatch  block  with  sheave $0.  60 

Warehouse  expense .03 

.63 

6.  Store  sheet  No.  B  10002-50: 

Blank  town  shipping  tags .  16 

Postage .  10 

Warehouse  expense .01 

.27 

19.  J.  E.  Bell,  voucher  No.  7850,  account  Frank  G.  Swanberg, 

for  rental  of  typewriter 3.  50 

31.  Stationery  bill,  January,  1929 2.  70 

31.  Stamps  used,  postage 4.00 

31.  150  stamped  envelopes 3.34 

31.  Meals  for  visitors,  Jan.  16,  to  Jan.  31,  1928 17.  34 

^      Feb.      1.  ^Mountain    States    Telegraph  &   Telephone   Co.,   telephone 

tolls,  January,  1928 7.60 

1.  Western  Union  Telegraph  Co.,  telegrams,  January,  1928 3.  81 

4.  B.  E.  Calkins  Co.: 

3  Poyzant  lettering  pens $3.  60 

Less  S3}i  per  cent 1.  20 

2.40 
Purchasing  expense .02 

2.42 
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1928 
Feb.    15.  Engineering  department,  pay  roll,  time  of  Paul  Sultzer,  1 

day $10.  58 

15.  Western  Hospital  Association,  hospital  charges,  January 6.  00 

7.  J.  E.  Bell,  voucher  draft  No.  6804,  account  Frank  G.  Swan- 

berg,  for  rental  of  typewriter 3.  50 

21.  Traveling  expenses  of  M.  E.  Buck,  Jan.  10  to  Jan.  13,  1928, 

Jan.  24  to  Jan.  26,  1928,  and  Feb.  7  to  Feb.  9,  1928.  _       122.  64 

23.  B.  E.  Calkins  Co. : 

2  Poyzant  pens $2.  40 

Less  10  per  cent .  24 

2.  16 
Purchasing  expense .02 

2.  18 . 

16.  Express  charges  Poison  to  Butte .44 

Mar.    2.  Compensation  paid  Hattie  M.  Jenkins,  Jan.  15  1,   to   Feb. 

25,  1928 90.  00 

Feb.  29.  Stationery  bill,  February,  1928 1.  80 

Mar.    7.  B.  E.  Calkins  Co.: 

One  50-foot  filler  for  tape $2.  50 

Less  10  per  cent .  25 

2.25 
Purchasing  expense .02 

2.27 

13.  Western  Hospital  Association,  hospital  charges,  February ___  4.  50 

3.  J.  E.  Bell,  voucher  draft  No.  6807,  account  Thos.  W.  Bennet, 
M.  D.,  medical  services,  account  John  Agdesten  injury, 
Dec.  13,  1927 22.  00 

8.  J.  E.  Bell,  voucher  draft  No.  6809,  account  Frank  G.  Swan- 

berg  for  rental  of  typewriter 3.50 

15.  Pay  roll  time  of  Jos.  Irvine  Mar.  1  to  Mar.  15,  1928,  test 

driUing 25.00 

13.  Traveling  expenses  of  M.  E.  Buck,  Mar.  8  to  Mar.  10,  1928. _         35.  26 

14.  J.  E.  Bell,  voucher  draft  No.  6812,  account  Lake  City  Garage, 

auto  hire  for  Buck  &  Hogan,  Poison  Dam  site  and  return.  _  5.  00 

15.  Meals  for  S.  Christoferson  and  teamsters.  Mar.  1  to  Mar.  15, 

1928 3.  00 

31.  1  time  check  book  returned .67 

Apr.     3.  Compensation  paid  Hattie  M.  Jenkins,  Feb.  26  to  Mar.  24, 

1928 60.  00 

13.  Western  Hospital  Association,  hospital  charges,  March 4.  50 

1.  Mountain  States  Telephone  &  Telegraph  Co.,  telephone  tolls.  3.  20 

17.  B.  E.  Calkins  Co.: 

4  field  books $3.  60 

2  field  books 1.  80 

5.40 
Less  10  per  cent __       .  54 

4.86 
Purchasing  expense .05 

4.  91 

24.  Compensation  paid  Simon  Christoferson  from  Mar.   14  to 

Apr.  24,  1928 63.00 

21.  Compensation  paid  Hattie  M.  Jenkins  from  Mar.  25  to  Apr. 

21,  1928 60.  00 

26.  Compensation  paid  Hattie  M.  Jenkins  from  Apr.  22  to  May 

19,  1928 ---         60.  00 

26.  Compensation  paid  Simon  Christoferson  from  Apr.  25  to  May 

22,  1928 42.  00 

Total  account  No.  9 _ - 1,  685.  86 

Note. — None  of  the  above  items  are  in  any  way  duplications  of  charges  for 
any  expenditures  that  are  being  claimed  elsewhere  through  the  distribution  of 
salaries  or  expenses  of  any  employees  of  the  Montana  Power  Co. 

J.  R.  Thomas,  Assistant  Treasurer. 
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Accrued  interest  on  advances  from  the  Montana  Power  Co.  to  Rocky  Mountain 

Power  Co. 


i 

SUMMARY 

Interest   at 

6   per  cent, 

compounded 

Interest  at  6 

per 

cent  not  compounded : 

annually : 

1920. __ 

.._       $175.81 

1920__. 

__       $175. 

81 

1921___ 

672. 

79 

1921__. 

683. 

83 

1922_._ 

855. 

88 

1922. _. 

907. 

37 

1923_-_ 

905. 

08 

1923__. 

__     1,011. 

07 

1924___ 

916. 

63 

1924__. 

__     1,083. 

28 

1925___ 

936. 

19 

1925__. 

__     1,  167. 

90 

1926. -- 

___     1,069. 

92 

1926_-. 

__     1,371. 

66 

1927. __ 

.__     1,407. 

82 

1927_.. 

-_     1,791. 

88 

1928___ 

__.     4,720. 

48 

1928- _. 

_-     5,212. 

05 

1929  (1  month) 

618. 

28 

1929  (1 

month) 

685. 

31 

12,  278. 

88 

14,  090. 

16 

Amount  of  Interest,  at  6  per  cent  compounded  annually $14,  090.  16 

Amount  of  interest,  at  6  per  cent  (not  compounded) 12,  278.  88 


Difference. 


1,  811.  28 


Advances  from  the  Montana  Power  Co.  to  Rocky  Mountain  Power  Co.,  interest  at 
6  per  cent  compounded  annually 


Interest 

Book  balance 

Adjusted 

figured  at 
6  per  cent 
on  balance 
at  end  of 
previous 

Month 

at  end  of 
previous 
month 

Total 
interest 

balance  for 

computing 

interest 

month 

1920 

March 

$53.00 

$53.00 

$0.27 

April 

550.40 
1, 506. 14 
2, 079. 89 

550.40 
1,506.14 
2, 079. 89 

2.75 

May 

7.53 

June.  - 

10.40 

July 

2,  706. 83 
3, 169.  90 

2,706.83 
3,169.90 

13.53 

August 

15.90 

September 

4, 022.  71 

4, 022.  71 

20.11 

October 

5,  436. 14 

5, 436. 14 

27.18 

November 

6, 906. 32 

6,906.32 

34.53 

December  . 

8,721.64 

8,721.64 

43.61 

Total 

175. 81 

1921 

January 

8,858.56 

$175. 81 

9,034.37 

45.17 

February 

11,365.54 

175. 81 

11,541.35 

57.71 

March.. 

11,372.73 
11, 391. 05 
11,294.50 

175.81 
175.81 
175.81 

11,  548.  54 
11,566.86 
11,470.31 

57.74 

April 

57.83 

May 

57.35 

June 

11,294.50 

175.81 

11,470.31 

57.35 

July 

11,300.50 

175.81 

11,476.31 

57.38 

August 

11,301.11 

175.81 

11,476.92 

57.38 

September 

11,391.68 

175.81 

11,567.49 

57.84 

October. 

11,579.41 
11,692.61 

175.81 
175. 81 

11,755.22 
11,868.42 

58.78 

November. 

59.34 

December.. 

11,716.61 

175.81 

11,892.42 

69.96 

Total 

683.83 

1922 

January 

12, 073.  01 

859. 64 

12,932.65 

64.66 

February 

13,653.22 

859.64 

14,412.86 

72.06 

March 

14,133.14 

859.64 

14,992.78 

74.96 

April 

14,440.54 

859. 64 

15, 300. 18 

76.50 

May 

14,446.54 

859.  64 

15,306.18 

76.53 

June 

14,453.54 

859.64 

15,313.18 

76.66 

July  - 

14,453.54 

859. 64 

15,313.18 

76.56 

August 

14,520.11 

859.  64 

15,379.75 

76.90 

September 

14,  578.  66 

859. 64 

15,438.30 

77.19 

October 

14,666.96 

859.64 

15,526.60 

77.63 

November 

14,922.96 

859.64 

15,782.60 

78.91 

December 

14,922.96 

859.64 

15,782.60 

78.91 

Total 

-- 

907.37 
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Advances  from  the  Montana  Power  Co.  to  Rocky  Mountain  Power  Co.,  interest  at 
6  per  cent  compounded  annually — Continued 


Month 

j 

Book  balance  1 

at  end  of 

previous 

month 

Total 
interest 

Adjusted 
balance  for 
computing 

interest 

1 

Interest 
figured  at 
6  per  cent 
on  balance 
at  end  of 
previous 
month 

1923 
January—  .                          .                

$14,928.96 
14,928.96 
15,078.96 
15,084.96 
15,091.96 
15,091.96 
16.091.96 
15,097.96 
15,097.96 
15. 158. 82 
15, 181. 45 
15, 181. 45 

$1,767.01 
1,767.01 
1, 767. 01 
1,767.01 
1,767.01 
1, 767. 01 
1,767.01 
1,767.01 
1,767.01 
1, 767. 01 
1, 767. 01 
1,767.01 

$16,695.97 
16,695.97 
16,845.97 
16,851.97 
16,858.97 
16,858.97 
16,858.97 
16,864.97 
16,864.97 
16,925.83 
16,948.46 
16,948.46 

$83  48 

February 

83  48 

March 

84  23 

April 

84  26 

May .....'... 

84  29 

June.-  -                                                   - 

84.29 
84  29 

July 

August ._ 

84  32 

September 

84  32 

October 

84  63 

November 

84  74 

December 

84  74 

Total 

1,011.07 

1924 
January 

15,187.45 
15.  214.  85 
15,  284.  85 
15,  287.  85 
15,  287.  85 
15  294  85 

2, 778. 08 
2.  778.  08 
2,  778.  08 
2,  778.  08 
2, 778.  08 
2,778.08 
2,  778.  08 
2,778.08 
2,  778. 08 
2,  778.  08 
2,  778.  08 
2,  778.  08 

17,965.53 
17.992.93 
18,062.93 
18.065.93 
18,  065. 93 
18,072.93 
18,  072. 93 
18.  072. 93 
18,  072. 93 
18,  072.  93 
18,  072.  93 
18,  072. 93 

89.83 

February 

89.96 

March 

90.31 

April 

90  33 

May.- 

90.  33 

June 

90  36 

July 

15, 294. 85 
15,  294.  85 
15,  294.  85 
15,  294.  85 
15,  294. 85 
15,  294.  85 

90  36 

August 

90.36 

September             .              ...                .      

90  36 

October. — - 

90.36 

November -- 

90  36 

December -.. 

90.36 

Total , 

1,  083.  28 

1925 
January 

15,  294.  85 
15,  294.  85 
15,  645.  85 
15, 645. 85 
15,  645.  85 
15,  651.  85 
15,  651.  85 
15,  651.  85 
15,  651.  85 
15,  651. 85 
15,  678.  64 
15,772.39 

3,  861.  36 
3. 861.  36 
3,  861.  36 
3,861.36 
3,  861.  36 
3, 861. 36 
3,  861.  36 
3,  861.  .36 
3,861.36 
3,861.36 
3, 861. 36 
3.  861.  36 

19.  lofi.  21 
19, 156.  21 
19,  507.  21 
19,  507.  21 
19,  507.  21 
19,  513.  21 
19,  513.  21 
19,  513.  21 
19,  513.  21 
19,513.21 
19.  540.  00 
19,  633.  75 

95  78 

February 

95.78 

March 

97.  .54 

April.. .- 

97.54 

May    .      .                      ...             

97.54 

June - 

97.57 

July 

97.57 

August - - 

97.57 

September - 

97.  57 

October 

97.57 

November 

97.70 

December                   -       . 

98.17 

Total - 

1, 167.  90 



1926 
January 

1.5,945.47 
15,945.47 
16, 147. 47 
16,159.45 
16, 180.  77 

16,  730.  65 

17,  303. 93 

18,  702. 79 
20,  060.  76 
20, 061.  38 
20.  223. 18 
20,522.83 

6,029.26 
6,  029.  26 
5, 029.  26 
5,029.26 
5,  029.  26 
5,029.26 
5,029.26 
5,029.26 
5,  029.  26 
5,  029.  26 
5,  029. 26 
5,029.26 

20,  974.  73 

20.  974.  73 
21, 176.  73 
21,188.71 

21.  210.  03 

21,  759. 91 

22,  333. 19 

23,  732.  05 
25,  090.  02 
25,  090.  64 
25,  252.  44 
25,  552. 09 

104.87 

February 

104.87 

March 

105.88 

April 

105,94 

May - - 

106.  05 

June 

108.  80 

July - 

111.67 

Ausust . . .. .. 

118.66 

September                             . .           .  .    . 

125. 45 

October 

125.45 

November..  

126.26 

December 

127.76 

Total  

1,371.66 

1927 
January 

20,600.63 
20,  630.  35 
20.  726. 91 
21,375.18 
23,37.5.18 
23,381.18 
23,  381.  .59 
24, 025. 31 
25,036.79 
25,567.84 
28,248.71 
27, 215. 04 

6, 400. 92 
6.400.92 
6, 400. 92 
6,  400. 92 
6,400.92 
6, 400. 92 
6,  400. 92 
6.400.92 
6,  400.  92 
6,  400. 92 
6,  400. 92 
6,400.92 

27,001.55 
27, 031.  27 
27,127.83 
27, 776. 10 
29, 776. 10 
29.  782. 10 
29,  782.  51 
30,426.23 
31,437.71 
31, 968.  76 
32, 649.  63 
33,615.96 

135.  01 

February 

13.5.16 

March 

13.5.  64 

April.    ...              

138. 88 

May 

148.88 

June ........ , ,. .  . 

148.91 

July              .                

148.  91 

August 

152. 13 

September 

157. 19 

October                             

1.59.84 

November 

163.  2.'> 

December 

lf>8.  OS 

Total 

1,  791. 88 



SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3607 

Advances  from  the  Montana  Power  Co.  to  Rocky  Mountain  Power  Co.,  interet  at 
6  per  cent  compounded  annually — Continued 


Month 


Book  balance 

at  end  of 

previous 

month 


Total 


Adjusted 

balance  for 

computing 

interest 


Interest 

'  figured  at 
i  6  per  cent 
j  on  balance 
at  end  of 
i  previous 
month 


January.. 
February 
March... 

April 

May 

June 

July 


August 

September. 

October 

November - 
Deeember.. 


Total - 


1928 


1929 


lanuary 

Total  interest. 


$45, 001. 02  I 

46,  725. 16  i 

48,348.00  j 

61, 168.  97  I 

63,421.79  i 

84, 166. 90  i 

87,104.99  i 
90,112.31 

93,781.47  I 
105,  292.  38 
108, 395.  66 
110,  576. 74 


123,  656.  59 


$8, 192. 80 
8, 192. 80 
8, 192.  80  I 
8, 192. 80 
8, 192. 80 
8, 192. 80 
8, 192. 80 
8, 192. 80 
8, 192.  80  i 
8, 192. 80 
8, 192. 80 
8, 192. 80 


$53, 193. 82 
54, 917. 96 
56,  540. 80 
69, 361. 77 

71. 614. 69 

92. 359. 70 
95,  297. 79 
98,305.11 

101, 974.  27 
113,485.18 
116,  588. 46 
118,  769.  54 


13, 404.  85 


137,  061.  44 


$265.97 
274.99 
282.70 

346.  81 
358.  07 
461.  80 
476. 49 
491.53 
609.87 
567.43 
582.94 
593.  85 


5,  212.  05 


685.31 


14, 090. 16 


The  Montana  Power  Co., 

Butte,  Mont.,  March  2S,  1929. 
Mr.  J.  F.  Denison, 

Secretary  and  Treasurer,  Rocky  Mountain  Power  Co., 

New  York,  N.  Y. 

Dear  Sir:  In  compliance  with  the  suggestions  made  by  Mr.  C.  B.  Smith  in 
his  letter  of  March  16,  1929,  addressed  to  Mr.  F.  M.  Kerr,  vice  president  and 
general  manager  of  The  Montana  Power  Co.,  we  have  prepared  upon  his  instruc- 
tions, and  we  inclose  herewith,  the  following  schedules : 

(1)  Resume  of  activities  of  employees  of  The  Montana  Power  Co.  whose  time 
or  expense  h9,s  been  charged  to  Rocky  Mountain  Power  Co.     (In  duplicate.) 

(2-a)  Original  bills  covering  payments  made  by  The  Montana  Power  Co.  to 
Charles  T.  Main  (Inc.),  for  account  of  Flathead  development,  aggregating 
$39,114.61. 

(2-b  and  c)  Certified  copy  of  contract  between  The  Montana  Power  Co.  and 
Chas.  T.  Main  (Inc.),  with  certified  copies  of  correspondence  extending  scope 
of  same  to  cover  Flathead  development.     (In  duplicate.) 

(3-a)  Copy  of  job  order  No.  1179  covering  test  drillings  made  by  The  Montana 
Power  Co.;  also  detailed  statement  of  accounts  showing  completed  costs. 
(In  duplicate.) 

(3-b)  Itemized  statements  (in  duplicate)  of  the  following  subaccounts  of  test 
drilling : 

1.  Superintendence $659.  04 

2.  General 1,  685.  86 

To  these  are  attached  statements  to  the  effect  that  there  have  been  no  duplica- 
tions of  charges. 

(4)  Revised  statements  (in  duplicate)  of  accrued  interest,  showing  details  of 
computation  (a)  at  6  per  cent  compounded  annually  and  (b)  at  6  per  cent  simple 
interest. 

The  following  explanation  is  offered  in  substantiation  of  the  payment  of 
$10,000  to  Chas.  T.  Main  (Inc.),  for  their  withdrawal  from  the  Flathead  develop- 
ment undertaking:  As  per  written  agreements  between  The  Montana  Power  Co. 
and  Chas.  T.  Main  (Inc.),  it  had  been  understood  that  Chas.  T.  Main  (Inc.), 
would  supervise  the  plans  and  the  construction  of  the  power  plant  at  the  foot 
of  Flathead  Lake  when  the  necessary  Federal  license  had  been  secured.  Under 
this  understanding  they  supplied  the  services  of  their  organization  at  bare  cost, 
with  the  idea  that  a  reasonable  profit  would  eventually  be  realized  when  construc- 
tion was  authorized  and  begun.     Under  our  new  relationship  with  Electric  Bond 
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&  Share  Co.,  however,  we  will  be  able  to  avail  ourselves  of  the  engineering 
services  of  that  company  hereafter  in  construction  undertakings  of  this  character 
and  it  was  considered  to  be  to  the  best  interests  of  Rocky  Mountain  Power  Co. 
and  The  Montana  Power  Co.  to  withdraw  from  the  contract  entered  into  with 
Chas.  T.  Main  (Inc.) .  As  a  result  of  conferences  between  Mr.  Charles  T.  Main, 
Mr.  John  D.  Ryan,  and  Mr.  F.  M.  Kerr,  the  sum  of  $10,000  was  agreed  upon  as  a 
fair  and  equitable  measure  of  the  profit  accrued  to  Chas.  T.  Main  (Inc.),  under 
the  contract.  Pending  the  granting  by  the  Federal  Power  Commission  of  a 
permit  for  developing  the  Flathead  site,  no  superseding  contract  has  been  entered 
into  with  respect  to  the  construction  of  Flathead  development. 

We  have  reviewed  our  charges  to  Rocky  Mountain  Power  Co.,  with  particular 
reference  to  those  expense  accounts  of  which  a  proportion  was  charged  to  Rocky 
Mountain  Power  Co.,  and  certify  that  the  prorations  made  are  the  result  of  our 
best  judgment  and  we  believe  them  to  be  proper  and  equitable  charges  to  the 
Flathead  development. 

These  schedules  and  a  copy  of  this  letter  have  been  submitted  to,  and  examined 
by  Mr.  Kerr,  vice  president  and  general  manager,  and  he  has  expressed  his 
concurrence. 

Yours  very  truly, 

The  Montana  Power  Co., 

J.  R.  Thomas,  Assistant  Treasurer. 

Expense  account,  March  31,  1922 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Jan.     3 

To  Helena  with  Evans 

$3.20 

$5.50 
3.10 
1.70 

$0.60 
1.40 
l.iO 
.50 
.90 
.70 
1.90 

100.00 

50.00 

.50 

1.30 

$9.30 

4 

At  Helena 

4.50 

5 

To  Butte 

3.20 
12.25 
12.25 
3.20 
3.20 

$11.00 

17.00 

12 

To  Billings 

12.75 

13 

To  Butte 

5.00 

4.10 
2.70 
1.80 

22.25 

17 

To  Helena 

6.60 

18 

To  Butte -. 

4.00 

10.90 

24 

Exj)ense   F.   A.   Hazelbaker  to 
Great  Falls 

100.00 

25 

Yellowstone  Irrigation  project 

50.00 

25 

To  Missoula 



5.22 
2.32 

5.72 

26 

To  Poison 

3.60 

. 

1.20 
7.00 

8.32 

26 

To  Kalispell  .      .            .         . 

7.00 

27 

W.  J.  Brennan 

50.00 

50.00 

27 

To  Great  Falls 

4.50 

4.50 

28 

To  Butte 

7.70 

2.90 

10.60 

30 

Reverend  Barry,  Butte 

22.00 
35.00 

22.00 

31 

Special  expense 

35.00 

Total                    

52.54 

28.00 

30.00 

265.90 

376.44 

SUMMARY  OF  DISTRIBUTION 

Montana  Power  Co.,  No.  125. $175.00 

Great  Falls  Power  Co.,  No.  125 115.30 

Accounts  receivable,  Rocky  Mountain  Power  Co 86. 14 

Total 376.44 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 
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Expense  account,  May  18,  1926 
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Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Mar.  25 

To  Great  Falls 

$7.30 
7.30 

$7.30 

28 

To  Butte 

$10. 60 

$5.10 
33.00 

23.00 

31 

Special  expense . 

35.00 

Apr.     2 

Plains  Hotel 

$6.85 
24.65 

6.85 

Rainbow  Hotel 

24.65 

St.  Johns,  $20;  Q.  M.  C.  A.,  $25 

45.00 
16.50 
22.00 
50.00 
50.00 
35.00 

45.00 

Montana  Club. 

16.50 

Indian  Publishing  Co 

22.00 

Ed  Morlev,  contribution 

50.00 

Montana  Deaconess  School 

50.00 

Special  expense 

35.00 

24 

To  New  York  and  Washington  .. 

May  10 

Return  to  Butte 

387. 68 

156.  65 

101, 60 

$12.20 

69.30 

727.43 

Total - 

1, 042. 73 

SUMMARY  OF  DISTRIBUTION 

Montana  Power  Co.,  No.  125 $400.00 

Great  Falls  Power  Co.  No.  125 142.73 

Rocky  Mountain  Power  Co.,  No.  125 500.00 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 


Expense  account,  April  15,  1927 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Jan.   14 

To  New  York  via  Detroit 

To  Washington 

$259.  56 
24.20 
24.20 
24.20 

$12.50 
123.  55 
142.  34 
lOfi.  24 

$36.30 

$5.20 
28.30 
32.40 
15.60 
112.20 
21.20 
13.60 

$313. 56 

23 

176. 05 

Feb.    2 

To  New  York 

66.20 
26.50 
175.50 
42.25 
21.10 

$8.75 

273. 89 

6 

To  Washington 

172.54 

Mar.    7 

To  New  York 

24.20  1       682.32 
259.56         128.80 

27.20 
3.50 

1  021.42 

13 

To  Butte 

455. 31 

16 

Arrive  Butte.   . 

34.70 

21 

To  Miles  City 

i 

23 

To  Butte' 

1 

20.00 
35.00 
35.00 
35.00 
35.00 

20.00 

31 

To  special  expense 

35.00 

Dec.  31 

do 

i 

35.00 

Jan.    31 

do 

35.00 

Feb.  28 

do 

i 

35.00 

Total 

615.92      1.195.75 

367. 85 

39.45 

388.50 

2,  607.  47 

SUMMARY  OF  DISTRIBUTION 

Rocky  Mountain  Power  Co $2,000.00 

Montana  Power  Co.  No.  125 607.47 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 


3610     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 
Expense  account,  September  1,  1927 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Sept.    6 

To  Helena 

6 

To  Butte 

$6.30 

$1.10 
50.00 
140.00 

$7  40 

22 

To  Hamilton  powwow 

5o!oo 

23 

At  Hamilton  powwow 

$3.00 

143  00 

24 

To  Butte. 

6.60 

5  60 

Oct.      4 

Sidney  M^ard  for  Indians 

100.00 
15.00 
50.00 
26.85 
16.50 

155.25 

70.00 

ioo!oo 

16 

St.  Johns  Parish 

15  00 

16 
16 

Y.  M.  C.  A 

Placer  Hotel 

50.00 
26  85 

16 

Montana  Club 

16  50 

16 

Rainbow  Hotel 

155.25 

Special  expense,  September  and 
October 

70.00 

Total    - 

639  60 

SUMMARY  OF  DISTRIBUTION 

Montana  Power  Co.  No.  125 $339.  60 

Rocky  Mountain  Power  Co 300.00 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 


Expense  account,  January  4}  ^928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Oct.    19 

To  Chicago  and  New  York. 

do 

$259. 56 

$7.60 
7.20 
4.50 

$267. 16 

19 

7.20 

19 

do 

$3.70 

2.50 

7.30 

69.20 

27.60 

51.20 

3.70 

100.00 

70.00 

8  20 

22 

Arrive  New  York 

$2.10 
4.30 
7.60 
2.70 
5.30 
4.10 

4.60 

26 

To  Washington. .  . 

26.25 

26.25 

26.25 

246.  72 

$88.  45 
409.  01 
227.  41 
472.  49 

31.30 
115.00 
51.30 
79.20 

157  60 

Nov.  18 

To  New  York 

627  06 

29 

To  Washington... 

335.  26 

Dec.  14 

17 

do 

Arrive  Butte.. 

854.91 
7.80 

13 

Steve  Murphy. 

100  OQ 

Special  expenses  November 
and  December 

70.00 

Total 

2,479.3& 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 
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Expense  account,  June  S,  1928 
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Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Jan.     9 

Montana  Club,  $8.26;  Y.  M.  C. 
A.,  $50 

$58.  25 

15.00 

2.00 

100.00 

30.00 

$58  25 

9 

St.  Johns  Parish,  $15;  Rainbow, 
$32.45 

$32.  45 

47.45 

9 

Glasgow  Courier      .    _ 

2  00 

24 

Fund  for  Crippled  Children 

100.  00 

24 

State  fair 

30.00 

27 

To  New  York 

Arrive  New  York ...  . 

$275.  51 

275  51 

30 

$19. 10 
12.15 

3.70 

35.00 

1.10 

.90 

2.30 

2.85 

35.00 

17.60 

35.00 

62.30 

12.60 

7.60 

5.40 

35.00 

22.80 

31 

47. 15 

Feb.     1 

To  Washington 

11.50 
11.50 
23.10 

12  60 

3 

To  New  York _ . 

23.50 
142.  50 
243. 10 
210. 16 

17.60 
11.  75 
97.60 
54.30 

53.50 

5 

To  Washington ..  ...  .. 

179.  65 

20 

To  New  York 

343  55 

29 

Special  expense 

299.  46 

Mar.    1 

At  New  York       .  .  . 

17.60 

31 

Special  expense 

676.  91 

172.  30 

884  21 

Apr.     1 

At  New  York     -.-  . 

62.30 

8 

To  Washington 

23.10 
278.  30 

164.  34 
34.20 

42.40 
14.20 
17.30 

242.44 

11 

To  Butte 

334  30 

14 

22.70 

30 

Special  expense 

35  00 

Total 

623.  01 

1,  527. 16 

458.  70 

461.  60 

3, 070.  47 

SUMMARY  OF  DISTRIBUTION 
Montana  Power  Co.: 

No.  125D $195.00 

No.  125 - - 958.49 

Rocky  Mountain  Power  Co 958.49 

Great  Falls  Power  Co 958.49 

Total .-- --  3,070.47 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 


Expense  account,  January  5,  1929 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man far^ 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Nov.  16 

Trip  to  New  York  and  Washing- 
ton and  return 

$277.91 

$277. 91 

19 

Arrive  New  York 

$21.60 
19.70 
20.30 
98.20 
28.30 

$3.10 
8.60 
10.20 
17.30 
1.30 

$8.60 
27.20 
15.40 
105. 15 
11.20 

33.30 

25 

To  Washington.. -    . 

24.19 

21.29 

264. 86 

$84.00 
45.00 

196. 00 
10.30 

163. 69 

28 

To  New  York 

112. 19 

Dec.  11 

To  Butte .- 

681.51 

15 

51.10 

Total 



1, 319. 70 

SUMMARY  OF  DISTRIBUTION 

Miscellaneous  accounts  receivable: 

Flathead $1,000.00 

Montana  Power  Co.,  125. — 319.70 

Total 1,319.70 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 
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Expense  account,  January  5,  1929 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

July  29 
30 

To  Spokane  with  Evans 

$18.50 

$3.50 
2.00 

$22  00^ 

At  Spokane 

$8.00 

10  00 

31 

To  Butte --- 

9.00 

$18.50 

27  50 

Aug.    1 

Arrive  Butte 

1.50 
12.50 

1.00 

2  50 

Basket  and  party 

12  50 

30 

Montana  engineers 

25.00 
70.00 

25  00 

31 

Special  expense  (2  months) 

70  00^ 

Sept.    6 

To  Missoula 



4.00 
6.00 

4.00 

To  Flathead 

10.56 

16  00 

12 

To  Spokane  with  Evans.  . 

22.50 

2.50 

25  00 

13 

At  Spokane 

8.60 
6.50 
1.50 

8.5a 

14 

To  Butte 

9.00 

18.50 

3.50 

1.00 

50.00 

35. 00 

124.  21 

36.83 
100.00 

20.00 
250.00 

35.00 

37  50 

15 

Arrive  Butte 

2.50 

28 

Methodist  Episcopal  Church 

50  00 

30 

Special  expense  -  . 

35  OO 

Oct.     3 

Rainbow  Hotel,  $122.21;  Glasgow 
Courier,  $2 

124. 21 

Willard,   $1.20;    Montana   Club, 
$8.25;    St.   Johns,   $15;   garage, 
$12.38 

36  83 

18 

Selvadge 

100.  OO 

22 

Jews 

20.00 

23 

S.  P.  Hogan 

260.00 

31 

Special  expense 

35.00 

Total 



914. 04 

SUMMARY  OF  DISTRIBUTION 

Miscellaneous  accounts  receivable: 

Flathead $325.00 

Montana  Power  Co. — 

No.  125 519.04 

No.  125D 70.00 

Total 914.04 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 


Expense  account,  January  5,  1929 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

May  14 

St,  Johns,  $115;  Montana  Club, 
$8.25 

$123. 25 

75.00 

100.00 

35.00 

50.00 

2.50 

3.50 

L20 

$123. 25 

14 

Y.  M.  C.  A.,  $50;  Montana  Chil- 
dren's Home,  $25 

75  00 

18 

A.  L.  Matter 

100.00 

31 

Special  expense 



36.00 

June    4 

Boy  Scouts 

60  00 

29 

Butte  to  Billings 

$9.45 

$6.60 

$7.80 

26.25 

30 

To  Mystic  Lake 

3.60 

July     1 

To  Bozeman  and  Butte 

3.50 

4.70 

5 

Meet  Silliman,  Jeffers 

8 

To  Helena 

3.50 

a50 

9 

To  Great  Falls 

11 

To  Missoula 

12 

To  Thompson 

13 

To  Wallace  and  Spokane 

7.60 

7.60 

14 

To  Presto  Rapids  and  Wenatchee. 
To  Chelan,  Spokane,  and  Butte.. 
Arrive  Butte 

"""""i :: : : ::: 

a60 

a5o 

15 

17.60 

17.60 

16 

10  60 

10.60 

23 

Y.  M.  C.  A.,  $50;  Butte  K.  of  C, 
$25:  Montana  Club,  $8.25 

83.25 
150.00 

83.26 

24 

Sid  Ward,  $60;  J.  H.  Rowe,  $100..' 



150  00 

27 

To  Flathead 

9.20 

9.20 

Total 

707.  76 
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SUMMARY  OF  DISTRIBUTION 

Miscellaneous  accounts  receivable: 

Flathead $150.00 

M.  R.  Co.— 

No.  125 - 242.75 

No.  125D — 315.00 

Total 707.75 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  M.  Kerr. 


Expense  account,  June  4,  1926 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

May  31 

Dinner,  Drummond 

$0.75 

$0  75 

.$3. 00 

3.00 

1 

Gas,  oil,  and  storage 

$3.55 
.70 

3.55 

1 

Repairs  to  car .-     . 

.70 

1 

Breakfast,   50  cents;   lunch    (2), 
$1  30;  dinner,  $1.25 

3.05 

3.05 

1 

Lunch  utensils 

1.95 

L95 

2 

Breakfast  (10),  $6.95;  lunch  (10), 
$8  20 

15.15 

15.15 

2 

Waiters,  porters,  and  baggage 

3.00 
3.30 

3.00 

2 

Gas,  oil,  and  storage . 

3.30 

2 

Dinner  (3),  $3  65 

3.65 

3.65 

2 

Repairs  to  car,  50  cents;  oil,  85 
cents 

L35 

L35 

3 

Hotel 

2.50 

2.50 

3 

Breakfast    

"".'70" 

.70 

3 

Hotel  (3) 

9.00 

9.00 

3 

Gas  and  storage 

2.85 
LOO 

2.85 

3 

.1 

LOO 

3 

Lunch  (3),  Deer  Lodge 

1 

1.00 

LOO 

Total              

1 

14.50 

24.30 

17.70 

56.50 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

M.  E.  Buck. 
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Expense  account,  January  11,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Dec.  13 

Dinner  (5),  Missoula 

$8.50 

2.00 
14.50 

$8.50 

14 

Breakfast  (3),  $2;  gas,  oil,  storage 
$3  60,  hotel  $3 

$3.00 

$3.60 

8  60 

14 

Lunch  (2),  $1.50;  dinner  (9),  $13. - 

14  50 

14 

Gas,  $2.10;  car  service  and  miscel- 
laneous account  failure,  $12 

14.10 

14.10 

15 

Breakfast    (2),    $1.40;  lunch,    60 
cents;  dinner  (2),  $2.55 

4.45 

4  45 

15 

Telephone  and  telegraph,  auto  re- 
pairs 

. 

5.85 
5.30 

5  85 

16 

Gas,  oil,  storage,  and  car  wash 

5.30 

16 

Hotel,  $5;  breakfast,  70  cents 

5.00 

.70 

5.70 

16 

Auto  repair 

18.35 
5.00 
1.55 
3.30 

18.35 

16 

Expense  Poison  auto  mechanic 

5.00 

16 

Gas,  $1.55;  dinner,  $1.25  ..    . 

1.25 

2  80 

17 

Gas,  oil,  and  storage 

3.30 

17 

Hotel,  $3;  breakfast,  70  cents 

3.00 

.70 
1.00 

3.70 

17 

Lunch  (2),  $1;  waiters,  bellboys, 

12.00 
1.00 
.50 

13.00 

28 

Railroad  fare,  Butte  to  Missoula, 
$4.32;  taxi,  $1.. 

4.32 
.90 

5.32 

28 

Seat  fare,  Butte  to  Missoula;  taxi- 
cab 

1.40 

29 

Hotel,  $3;  breakfast,  70  cents 

3.00 

.70 

3.70 

29 

Taxicab,  50  cents;  railroad  fare, 
Missoula  to  Poison,  $2.81 

Lunch  50  cents,  auto  hire  to  camp 
$2.50 

2.81 

.50 
2.50 

3.31 

29 

.50 
3.65 

3.00 

29 

Dinner  (3) 

3.  &5 

30 

Hotel,  $2;  taxicab,  60  cents 

2.00 

.50 

2.50 

30 

Railroad  fare.  Poison  to  Missoula. 
Taxicab,  50  cents 

2.81 

2.81 

30 

.50 

.50 

30 

2.70 

2.70 

31 

Hotel,  $3;  bus,  25  cents 

3.00 

.25 

3.25 

31 

Railroad  fare,  Missoula  to  Butte.. 

Seat  fare,  Missoula  to  Butte 

Breakfast,  85  cents;  lunch,  $1,  en 

4.32 
.90 

i 

4.32 

31 

1 

.90 

31 

1.85 


1.85 

31 

Waiters,  porters,  etc.,  $2;  taxi,  50 

2.50 

2.50 

Total.... 

16.06 

19.00 

42.50 

1 

77.30 

154.  86 

SUMMARY  OF  DISTRIBUTION 

Cash,  Dec.  13 ..„  $150.00 

Expense.- 


154. 


Balance. 


I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized, 

M.  E.  Puck. 
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Expense  account,  May  2,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Apr.  18 

Buck  &  Pratt,  Madison  inspec- 
tion:   Gasolien,   $2.50;   dinner, 
(2),  $3.20                --- 

$3.20 

$2. 50 

.90 

50.00 

2,50 
2.25 

$5.70 

19 

Films  90  cents 

.90 

20 

Entertainment  district  managers . 
Poison  trip,  gasoline,  $2.50;  din- 
ner, $1  55                               

50.00 

25 

1.55 

4.05 

26 

Gas  and  storage,  $2  25;  hotel,  $3 

$3.00 

5.25 

26 

Breakfast,    60   cents;    lunch,    50 

2.45 

2.45 

26 

1.75 
3.60 

1.75 

27 

Gas,  oil,  and  storage,  $2.60;  tire 

3.60 

27 

Hotel,    $3;    breakfast,    fiO   cents; 

3.00 

1.10 

4,10 

Waiters  and  bell  bovs,  trip.  $1.25  . 

1.25 
1.00 

1.25 

Tir«  repair  and  change 

1.00 

Total              

6.00 

8.30 

65.75 

80.05 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

M.  E.  Buck. 


Expense  account,  March  13,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Feb.  24 

Poison,  account  Indian    affairs, 
lunch    (2),    $1.20;    dinner    (2), 
$3  20 

$4.40 

$4,40 

24 

Pulling  car  out,  $2;  gas  and  oil, 
$3.60                          -  - 

$5.60 

5,60 

25 

Hotel,  $1.50;  breakfast,  65  cents; 
dinner  (2)  $1  75 

$1.50 

2,40 

3.90 

25 

Towing,  thawing   car,    1   gallon 
Prestone 

9.85 
4.60 
10.00 
3.30 
2.00 

9.85 

26 

Hotel,  $1,50;  storage,  gas,  and  car 
wash,  $4.60                       ... 

L50 

6.10 

26 

Breakfast,   70  cents;   lunch   (2), 
$1  20"  entertainment  $10 

1.90 

11.90 

27 

Hotel,  $3;  storage,  gas,  and  oil, 
$3  30 

3.00 

6.30 

27 

Breakfast  (2),  $1;  porters,  waiters,  i 
etc  ,  $2                         -                      

1.00 
1,25 

3.00 

Mar.    5 

Three  Forks,  Flooding,  and  Boze- 
man  dinner  $1  25                        ■ 

1.25 

5 

Hotel, '$3;  storage,  car  wash,  gas-  j 

3.00 

4.55 
1.00 

7.55 

5 

Chains,  25  cents;  dinner,  75  cents;  ! 

.75 

1.75 

8 

Poison,  connection  filing  and  drill 
operations,    dinner    (2),    $2.15; 
Mar.  9,  hotel,  $2.50;    breakfast. 

2.50 

2.80 

5.30 

9 

Railroad  fare.  Deer  Lodge  to  Mis- 
soula, $3.20:  seat  fare,  75  cents. .. 
Lunch,  50  cents;  hotel,  $1;  phone. 

$3.95 

3,95 

9 

1.00 
1.50 

,50 
2.15 

1,00 
3,00 

$4.05 

5.55 

9 

Stage  to  Poison,  $2.75;  dinner  (2), 
$2.15:  Mar.  10, 1928,  hotel,  $1.50.. 

Breakfast,    50   cents;    lunch,    50 
cents;  railroad.  Poison  to  Mis- 

2.75 

2.81 
.60 

6.40 

10 

3.81 

Seat  to  Butte,  60  cents;  dinner  (2), 

$3;  waiter  and  porter,  $2 

Deer  Lodge  car  storage,  gas,  oil, 

2,00 
4,65 

.    5.60 

4.65 

Total                        

_  __  _- 

10.11 

14.00 

21.15 

4.05 

47,55 

96.86 

26465— 30— PT 10- 


-23 
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Cash  statement: 

Expense i $96.86 

Cash 60.00 

Balance  due 46.86 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

M.  E.  Buck. 


Expense  account,  June  5,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

May  15 

Trip,  Hebgen  and  Yellowstone, 
gas,  $2.40 

$2.40 
3.40 

4.00 

$2.40 
4  90 

16 

Lunch  (2),  $1.50;  gas  and  oil,  $3.40 

$1.50 
.50 
1..50 

17 

Gas,  $3;  lunch,  50  cents;  miscel- 
laneous, $1 ---  . 

4  50 

23 

Poison— Indian    trouble— camp 
dinner,  $1.50 

Jlotel.  $3;   gas,  oil,  and  storage, 
$3.90 

$3.00 

1.50 

24 

3.90 

6  90 

24 

Breakfast  (2).  $1.40;  lunch  (2),  $1; 
dinner  f2),  .$2.40 

4.80 
5.00 

4.80 

25 

Breakfast  (2).  $1;   lunch  (2),  $1; 
dinner  (2),  $3 

5.00 

25 

Gas.  oil,  and  storage,  $3.10.-  

3.10 

3  10 

26 

Breakfast  (2),  $1;   lunch  (2),  $1; 
dinner,  $1.40 ..  

3.40 

3  40 

26 

Hotel.  $5;  garage  and  gas,  $1.80 

5.00 
3.00 

1.80 
3.90 

1.25 
1.50 

4.50 

6  80 

27 

Hotel.  $3;   gas,  oil,  and  storage, 
$3.90 

6  90 

27 

Breakfast,    70   cents;    lunch,    50 
cents;   tire  change  and  repair, 
$1.25 

1.20 

2  45 

27 

Miscellaneous  to  waiters .  - 

1.50 

29 

1928  Flathead  flood  investigation, 
6  rolls  film,  4H  bv  6H 

4.50 

29 
30 

Dinner  (2),  $3;  lunch  (2),  $1 

. 

4.00 

4.65 

5.15 

6.40 

2.75 
.50 
1.50 

4  00 

Breakfast  (2),  $1;  lunch  (2),  $1.25; 
dinner  (2),  .$2.40 

4  65 

31 

Breakfast  (6),  $3;   lunch  (2),  $1; 

5.  15 

June     1 

Breakfast,   50  cents;    lunch   (6), 
$3.60;  dinner  (2),  .$2.30 

6.40 

2 

Breakfa.st.  50  cents;  lunch  (2),  $1; 
dinner,  $1.25 . 

2.75 

3 

Breakfast,  50  cents;  hotel,  $7.50 

7.50 

8.00 

3 

Seat  fare,  60  cents;  dinner,  $1.50. . 
Waiters,  etc..  trip    .         .  . 

$0.60 
' 

2.10 

3 

3.00 
1.65 

3.00 

3 

Prints  and  developing,  65  cents; 
taxicab,  $1      .                .      . 

1.65 

*           3 

Miscellaneous  telephone  bills 

$2.60 

2.60 

Total 

.60 

18.50 

42.85 

2.60 

34.40 

98.95 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

M.  E.  Buck. 
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Expense  account,  June  20,  1928 


Date 


Location  and  particulars 


Railroad 
and  Pull 
man  fares 


Hotel 


Meals 


Phones 
and  tele- 
grams 


Miscel- 
laneous 


Total 


June    6 

7 

7 
8 


Gas  and  oil,  $2.90;  dinner,  $1.60... 
Breakfast,   70   cents;   lunch    (2), 

$1.20;  auto  hire,  $10 

Entertainment,    $11;    gas,    $1.75; 

dinner,  $1.30;  garage,  50  cents... 
Car  wash,  $1.50;  gas,  $1.60;  lunch 

(2),$1;  boat  hire,  $10 

Dinner,  $1.25;  garage,  50  cents 

Breakfast  (2),  $1.20;  lunch  put  up 

(4),  $2.70;  boat  hire,  $20.... 

Dinner  (2),  $2.60;  hotel,  $4.50 

Hotel,  $2.50;  breakfast  (2),  $1.20; 

dinner  (4),  $4.05;  and  gas,  oil, 

$3 
Hotel,  ¥3"gas,"$2.50;"breakfast'(2y,' 

$1.45;  phone,  $1.10;  tire  repairs, 

$1.25 

Lunch,  50  cents;  miscellaneous, 

waiters,  etc.,  trip,  $2.50 

Gas,  $2.50;  dinner,  $1.35;  tire  re- 
pairs, 75  cents 

Breakfast,  60  cents;  lunch  (2),  $1; 

gas,  $2.60;  dinner,  $1.30 

Hotel,   $3;    breakfast    (2),   $1.20; 

lunch  (2),  $1;  dinner  (3),  $3.60.. 
Hotel,  $2.50;  gas  and  oil,  $2.40; 

breakfast  (2),  $1.30;  car  wash, 

$1.50 

Lunch,  50  cents;  gas,  $1.80 

Hotel,  $1.50;  breakfast  (2),  $1.30; 

lunch,  50  cents 

Gas  and  oil,  $1.85;  dinner,  $1.30; 

gas,  $1.25 

Miscellaneous,  waiters,  etc.,  trip, 

$2.50;  car  storage,  $1.50 

Total 


$4.50 


2.50 


3.00 


3.00 
2.50 
1.50 


$1.50 

1.90 

1.30 

1.00 
1,25 

3.90 
2.60 

5.25 

1.45 
.50 
1.35 
3.90 
5.80 


1.30 
.50 


1.80 
1.30 


$1.10 


17.00 


36.60 


1.10 


$2.90 

10.00 

13:25 

12.10 
.50 

20.00 


3.00 

3.75 
2.50 
3.25 
2.60 


3.90 
1.80 


3.10 
4.00 


$4.40 
11.90 

14.55 

13.10 
1.75 

23.90 
7.10 

10.75 

9.30 
3.00 
4.60 
6.50 
8.80 

7.70 
2.30 

3.30 

4.40 

4.00 


86.66 


141.35 


I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

M.  E.  Buck. 


Expense  account, 

June  26 

1928 

Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

1   Phones 
Meals    and  tele- 
grams 

Miscel- 
laneous 

Total 

June  20 

Dinner,  $1.50;  gas  and  oil,  $2.85; 
storage,  50  cents. 

L50 
3.96 

3.35 

4  85 

21 

Breakfast,  65  cents;  lunch  (2),  $1; 
dinner  (2),  $2.30 

3.95 

21 

Gas,  $1.85;  car  wash,  $1.50;  tire 
change  and  repair 

4.55 
.50 

4.55 

21 

Storage.  -.-...  

.50 

22 

Breakfast    (2),    $1.30;   lunch,    50 
cents;  dinner  (2),  $2  45 

4.25 

4  25 

22 

Gas,  $1.85;  storage,  50  cents;  pump 
hose  repair,  $1;  tire  bolts,  75 
cents 

4.10 

4  10 

23 

Breakfast,  65  cents;  lunch  (2),  $1; 
dinner  (7),  $7.85 . 



9.50 

9.50 

23 

Hotel,  $4.50;  gas  and  oU,  $2.05; 

storage,  50  cents;  car  wash,  $1.50. 

Telephone -..    . 

4.60 



4.05 

s.. 

23 

1.36 

1.35 

24 

Hotel,   $3;    breakfast,   70   cents; 
lunch,  50  cents 

3.00 

1.20 

4  20 

24 

Gas,  $2.55;  storage,  50  cents,  mis- 
cellaneous to  waiters,  etc.,  trip, 

6.06 

6  05 

Total.. 

7.50 

20.40 

1.36 

22.60 

51.85 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

M.  E.  Buck. 
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Expense  account,  August  7,  1928 


Date 

Railroad 

Location  and  particulars           and  PuU- 

1  man  fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

July  24 
25 

Dinner                  .          1 

$1.50 
.60 
1.00 
1.95 

3.70 
3.95 

$1.50 
8  00 

Hotel,  $4;  breakfast,  60  cents;  gas,  | 
oil.  and  storage,  $3.40 

4.00 

3.40 
4.12 
3.45 

1.85 

25 

Gas,  $2.12;  water  pail,  $1;  dinner, 
$  1 ;  mi.scellaneous,  $1.- 

5  12 

Aug.     1 

Dinner,  $1.50;  gas,  $3.45;  lunch,  45 
cents - 

5  40 

2 

Gas,  $1.85;  breakfast,  70  cents; 
lunch,    60   cents;    dinner    (3), 
$2.40 

5  65 

3 

Breakfast,   70  cents;  lunch    (5), 
$2.75;  dinner,  50  cents 

..    -  . 

3  95 

3 

Boat  hire,  $20;  hotel,  $4;  gas,  oil, 
and  storage,  $3.25 

4.00 
3.00 

23.25 

8.85 

27  25 

4 

Hotel,  $3;  gas,  $1.85;  miscellaneous 
accounts,  sickness,  $7 

11  85 

Total 

11.00 

12.70 

44.92 

68  62 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

M.  E.  Buck. 


Expense  account,  December  SI,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

To  clear  up  certain  items  charged 
to   my   personal    account    for 
which  expense  bills  have  never 
been  reduced: 
Money  advanced  E.  L.  Jack- 
son   in    connection    with 
Electrical  Workers  settle- 
ments    and     agreements, 
Feb.  19,  1920,  and  July  7, 
1921     

176. 00 
110.00 

50.00 

175.00 

Money  expended  in  connec- 
tion with  supplies  for  Hel- 
ena  office    and    operating 
matters,  Apr.  22,  1922 

110.00 

Trip  to  Flathead  power  site 
with   Fred  Manuell,  fore- 
man,  in  connection  with 
location  of  roads,  trails,  and 
equipment     for    diamond 
drilling  site,  Oct.  7,  1927 

50.00 

Total 

335.00 

335.00 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

M.  E.  Buck. 
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Expense  account,  October  I4,  1920 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Aug.  25 
26 

$2.50 

$3.00 
2.45 
2.20 
2.15 
2.65 

$5.  50 

do               

;::::;::: 

2.45 

27 

do— 

do      

2.20 

28 

2.15 

29 

To  Glacier  Park,  county  officers-- 

$7.25 

8.00 

17.90 

31 

$16.  25 

16.25 

Sept.    1 
2 

To  Butte ---  -- 

3.45 

2.20 
2.80 

5.65 

do          .                         

2.00 

" 

4.80 

Auto,  one-half  of  724  miles  (362 
miles)   

43.44 
1.25 
4.25 
1.00 
1.00 

43.44 

3 

Helena  on  State  board  hearing.... 

do.- - - - 

do 

Billings  on  right  of  wav 

.55 

3."50' 

3.75 
5.75 

5.55 

4 

10.00 

5 

5.05 

9 

1.00 

10 

Bear  Creek  and  Red  Lodge.. 

2.15 

2.15 

11 

do 

To  Butte 

2.50 

4.60 
45 

7.10 

12 

1  00 

1.45 

14 

.55 
---- 
.55 
.'96' 

3.75 
2.90 
2.30 
3.60 
1  65 

2.25 

6.55 

15 

do 

do 

Prickly  Pear 

2.90 

16 

2.50 
1.25 

.75 
3.50 
2.00 

.50 

4.80 

17 

5.40 

19 

Helena  on  State  board  hearing.... 

To  Logan  on  Madison  settlement. 
To  Helena  with  D.  M.  Kelly 



2.95 

20 

7.06 

7.95 
4.30 

11.45 

21 

14.20 

Oct.      4 

5.60 
3.40 

6.10 

do 

4.50 

7.90 

8 

Prints  for  Rocky  Mountain  Power 
Co 

.80 

96 
.80 

Total 

1 

14.35 

30.00 

69.60 

81.74 

195. 

SUMMARY  OF  DISTRIBUTION 

Miscellaneous  accounts  receivable: 

Rocky  Mountain  Power  Co $42.95 

Transportation  system— 

I.  R.  No.  162,  account  No.  22 10.70 

M.  R.  &  I.  Co.  No.  125 10.00 

J.  O.  No.  909-2,  legal 7.20 

AL  P.  No.  125 50.00 

Q.  F.  P.  No.  125 50.00 

T.  F.  P.  No.  125 24.84 

Total 1... 195.69 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 
Approved. 

F.  M.  Kerr. 


3620      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 
Expense  account,  August  21,  1926 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

July   10 

Helena  gas  .. 

$0.75 

$2. 10 
1.50 

$2.85 

12 

Glaseow 

$1.30 

2  80 

13 

.^^  t:::::::^::::::::::::::: 

4.50 
4.30 

4.50 

14 

Great  Falls          ... 

.75 

$12.60 

.50 
.75 
1.50 
3.00 
1.50 
1.00 
5.00 

18  15 

15 

do.... 

.75 

16 

Great  Falls  and  Butte 

1.30 

7.48 
7.48 

2.80 

17 

Great  Falls 

3.40 
3.90 
5.15 
1.80 

2.40 

3.90 

6.20 

13  88 

18 

Great  Falls-Butte. 

12.88 

19 

Helena 

6.15 

26 

do 

Missoula      (Rocky      Mountain 
Power  Co.) 

2.25 

9.05 

29 

2.40 

30 

Kalispell      (Rocky      Mountain 
Power  Co.),  gas  and  oil 

3.50 

4.85 
6.85 
2.50 
4.65 
3.60 
2.40 
3.60 
4.00 

12.25 

31 

Kalispell      (Rocky      Mountain 
Power  Co.),  auto    .  

13.05 

Aug.     1 

Kalispell      (Rocky      Mountain 
Power  Co.) 

3.50 

6.00 

2 

Kalispell      (Rocky      Mountain 
Power  Co.),  auto 

3.60 

4.85 
6.30 
1.95 
2.65 

8.25 

3 

Poison  and  Hot  Springs  (Rocky 
Mountain  Power  Co  ),  auto 

3.00 

11.45 

4 

Thompson  Falls  (Rocky  Moun- 
tain Power  Co.),  auto 

8.70 

5 

Missoula      (Rocky      Mountain 
Power  Co.),  auto 

3.50 

9.05 

9 

Helena    (The    Montana    Power 
Co.)         

3.00 

9.65 

Total 

23.56 

26.10 

55.65 

49.30 

154.61 

Charge: 

83.46 

Rocky  Mountain  Power  Co 

71.15 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 


Expense  account,  October  18,  1 927 

1926 

Nov.  16.  Miles  City  advertising i $500.00 

Dec.  22.  P.  J.  Dowling,  tax  investigation— gathering  data  on  assessments,  levies,  etc 225. 50 


1927 
Feb.     4. 
Mar.    1. 
Apr.   12. 

22. 

26. 

27. 
May  16. 
June  15. 
July  7. 
Aug.  10. 

19. 

29. 

20. 

30. 
Sept.  3. 


C.  W.  Towne,  miscellaneous  expense — publicity— state-wide 

Roy  Wells,  expense  account  Miles  City  investigation 

Doctor  Monohan,  donation  account  handball  association 

P.  J.  Dowling,  special  services  and  expenses 1 

W.  E.  Pinkney,  services  and  expenses  at  Miles  City,  Jan.  1  to  Apr.  15 

Hall  Drug  Co.,  Glasgow,  services 

J.  P.  Regan,  expenses  at  Miles  City 

C.  W.  Towne,  miscellaneous  expenses,  publicity... 

F.  W^  Bird,  expenses,  June  14  to  July  6,  in  connection  with  Wise  River  flood 1, 

Harvey  D.  and  Shela  Rogers  account  fatal  injuries  of  Virgil  Rogers,  Windham 7, 

Robert  J.  Hamilton,  Flathead  investigation 

do 

F.  W.  Bird,  advance 

Harvey  D.  and  Shela  Rogers  account  Virgil  Rogers 1, 

F.  W.  Bird,  expenses  account  Miles  City,  Jan.  1,  to  June  30 


343.20 
143. 70 

50.00 
457. 19 
648.70 

75.00 
278.50 
352.80 
507.70 
000.00 

60.00 

50.00 
180.00 
000.00 
425.00 


Total 13,287.29 

Less  amount  credited  from  personal  expense  account,  May,  1927 199. 90 


Total 13,087.39 


Charges: 

Def.  charges— tax  investigation 682.69 

Publicity  reserve 696.00 

Account  receivable,  miscellaneous— 

F.  W.  Bird 180.00 

Rocky  Mountain  Power  Co 100. 00 

Great  Falls  Power  Co.,  personal  injuries  reserve 8,000.00 

Suspense,  Wise  River  flood 1, 607. 70 

General  expense 2,120.90 

125 $75.00 

126D 50.00 

125  M.  C 1,996.90 

13, 827. 29 
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Credit,  accounts  receivable,  miscellaneous: 

F.  W.  Bird.- 199.90 

F.  W.  Bird,  S.  A 13,087,39 


13, 827.  29 


I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird,  S.  A. 
Approved. 

F.  M.  Kerr. 


Expense  account,  December  13,  1927 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

June    1 

Helena 

$5.00 
2.00 
4.50 
4.50 

6.' 90' 

$2.50 
1.75 
2.85 

$7.50 

2 

do 

do... 

Miles  City....... 

3.75 

10 

-. 

$5.00 
1.00 
.75 
1.50 
1.50 
1.25 

12  35 

12 

5.50 

13 

do 

do. 

Miles  City— Butte 

'""$6.'50' 

5.75 
7.15 
7.00 
1.00 
6.35 
2.85 
1.65 

6.50 

14 

8.65 

15 

21.90 

16 

Wise  River 

2.25 

17 

do.. 

6.35 

18 

Wise  River— Dillon 

7.50 

.75 
3.30 
1.00 
2.00 
1.50 
34.00 

.70 

11. 10 

19 

Jefferson  Island,  gas 

4  95 

20 

Miles  City 

13.80 

14.80 

21 

do.. 

do 

9.60 
6.00 
7.15 
10.40 
4.55 
8.05 
9.35 
6.95 
6.30 

11.60 

22 

$3.15 

10  65 

23 

do 

do 

do 

do 

do  . 

;;;;;;;;;;i;;;;;;;;;: 

41.15 

24 

25 

2.40 

13.50 
4.55 

26 

1.00 
36.75 
6.00 
2.00 
1.50 
.50 
1.25 
1.50 
2.50 

9.05 

27 

2.80 

48.90 

28 

do 

do_.. 

Billings 

1.00 
4.50 
3.75 
3.75 

13.95 

29 

32.15 

44.95 

July     1 

5  25 

^     2 

do 

Billings-Butte- 

3.75 

5.20 
.90 
1.50 
1.50 
2.80 
1.95 

13.20 

3 

2.15 

5 

Helena,  tax  commission 

.75 
.75 

3  75 

6 

do 

Wise  River  . 

4.75 

24 

6.50 

3."  56" 
4.50 

9.30 

25 

do 

do 

1.95 

27 

3.00 

28 

do    . 

4.50 

29 

Helena 

1.45 
3.40 
1.25 
4.95 
2.25 

2.25 
2.00 
2.25 

3.70 

30 

do 

5.40 

31 

Helena-Butte. . . 

.75 

4.25 

Aug.     1 

Helena 

4.95 

Butte 

2.25 

8 

1.65 

1.65 

9 

do 

2.30 
.75 

2.30 

10 

Helena-Butte. 

«3.85 

4.60 

15 

Wise  River  . 

2.30 
1.50 
4.50 
1.50 

2.30 

16 

do 

do 

1.50 

17 

4.50 

23 

Wise  River 

1.50 

24 

Helena. 

3.15 
1.35 
1.50 
1.40 
4.10 
2.15 

i.60 
1.50 
2.50 
1.00 
»3.80 

4.65 

29 

do 

do 

do 

do 

.75 
.75 

3  60 

30 

4.75 

Sept.    2 

2.40 

6 

8.65 

do    -. 

2.15 

12 

Wise  River 

3.00 

3.00 

13 

do 

2.50 

2.50 

15 

3.75 
4.80 
3.90 
1.30 
3.15 
5.95 
3.10 
3.25 

3.75 

16 

do 

3.20 

8.00 

20 

Wise  River 

3.90 

21 

Helena.  

1.50 

3.00 

5.80 

26 

Missoula 

3.15 

27 

do 

Wise  River 

5.  40 

1.50 

12.85 

28 

3.10 

Oct.      3 

.75 
.75 

1.50 
3.00 

5.50 

4 

do 

Wise  River 

3.75 

5 

5.00 

5.00 

13 

do 

do .— 

1.75 
6.40 

1.75 

14 

6.40 

"GaSi 


3622     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 
Expense  account,  December  IS,  1927 — Continued 


Date 


Nov. 


Dec. 


Location  and  particulars 


Poison  (Flathead). 

do. 

Missoula.- 

—.do 


Hot  Springs-Poison. 

Livingston 

Helena 

-.-do. 


Seattle  (Flathead). 

..-do 

...-do... 

---do 

Seattle-Butte . 


Total. 


Railroad 
and  Pull- 
man fares 


$4.00 


1.60 


8.75 


76.10 


Hotel 


$4.95 


15.80 


108. 10 


Meals 


$1.95 
3.20 
4.15 
3.90 
3.85 
1.25 
1.20 


6.55 
5.95 
4.10 
5.50 


226.  85 


Phones 
and  tele- 
grams 


$3.80 


1.85 


15.65 


Miscel- 
laneous 


$2.60 

.50 

1.70 

6.60 

5.00 


1.00 
6.50 
4.25 
1.00 
1.05 
1.00 
2.55 
1.25 


175.  85 


Total 


$2.60 
2.45 
4.90 
10.75 
17.65 
7.85 
2.25 
9.20 
6.10 
1.00 
7.60 
6.95 
22.45 
15.50 


602.  65 


Account  No.  125..- 

SUMMARY  OF  DISTRIBUTION 
.                                     $23  60 

Account  No.  125,  Miles  City.- 

-  . ...                                                                                255  65 

Wise  River 

24.65 

Account  No.  125-    

.. 58  20 

Suspense  (Wise  River)-- 

27.05 

Wise  River - 

20  75 

Account  No.  125 -- 

69  00 

Wise  River - - 

.                                                             6  40 

Rocky  Mountain -. 

.  .                                                                                                    91  85 

Account  No.  125 - 

25.40 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 


Expense  account,  March  16,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Feb.    3 

St.  Ignatius-Butte  (Flathead  site). 
Polson  (Flathead  site) 

H60 
4.15 

6.25 
3.10 
5.05 
5.10 
2.85 
4.30 
.90 
3.15 

4.10 
3.70 

$4.60 

4 

$2.00 
1.25 

6. 15 

6 

St.  Ignatius-Missoula  (Flathead 
site) 

$0.90 

8  40 

13 

Missoula  (Flathead  site) 

3.10 

14 

Ronan  and  Poison  (Flathead  site). 
Missoula-Garriso a  (Flathead  site)- 
To  Butte 

. 

6  05 

15 

5.10 

16 

1.70 
1.50 
2.25 

4  55 

20 

Helena 

2.00 
L60 

7  80 

21 

Helena-Butte 

4.65 

23 

Poison  (Flathead  site)  .. 

3.16 

24 

Polson-St.  Ignatius-Ronan-Flat- 
head 

4.10 

25 

Missoula-Polson-Flathead 

$2.50 

6.20 

26 

Missoula-Flathead 

3.60 

3.50 

27 

Missoula-Butte-Flathead 

.86 
4.10 
3.06 
4.45 

.86 

29 

Helena -- 

.75 
4.40 
1.40 

3.60 

3.00 
1.00 
1.50 

20.00 
3.00 
1.00 

11.35 

Mar.    5 

Great  Falls. 

8.45 

6 

Great  Falls-Butte 

7.36 

7 

Expenses  in  connection  Flathead 

20.00 

9 

Helena 

.76 

.75 

2.00 
2.30 

5.76 

10 

Helena-Butte 

2.60 

6.55 

Total 

14.40 

8.60 

64.00 

39.76 

126.66 
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SUMMARY  OF  DISTRIBUTION 
Miscellaneous  accounts  receivable: 

Rocky  Mountain  Power  Co $54.75 

Account  No.  125.. 12.45 

Do - 11.36 

Do 35.80 

Do , 12.30 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 


Expense  account,  February  3,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

1927 
Oct.    29 

Expenses  re  Flathead  site 

$100.00 
120.00 

$100.00 

Nov.    1 

do. 

120.00 

Dec.  13 

Missoula-Polson 

14 

Kalispell 

$15. 80 

$2.40 
13.20 
8.90 
3.40 

18.20 

15 

Kalispell-Butler  hearing 

13.20 

16 

Kalispell-St.  Ignatius    ..    . 

5.00 
2.50 

20.00 

33.90 

17 

Missoula-Butte 

5.90 

1928 
Jan.    12 

Great   Falls,   woolgrowers'   con- 
vention  .... 

$18.65 

$1.00 

4.00 
28.00 
35.00 

1.00 

23.65 

13 

do 

28.00 

14 

do 

35.00 

15 

Great  Falls-Butte 

4.30 

6.30 

23 

Helena,  assessors'  convention 

24 

....  do 

2.80 

4.00 

56.50 

1.00 

6.80 

25 

do.... 

56.50 

30 

Helena,  tax  commission . 

.75 

1.25 

3.00 

Total 

19.40 

23.30 

33.45 

3.80 

369. 50 

449.45 

SUMMARY  OF  DISTRIBUTION 

Rocky  Mountain  Power  Co $291.20 

Great  Falls  Power  Co.,  No.  125 63.30 

T.  F.  P.  Co.,  No.  125 16.83 

General,  No.  125 79. 12 


Total 449.45 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 


Expense  account,  May  7,  1928 

1927 

Nov.  17.  Amount  paid  Mr.  Ward,  Poison $45.00 

1928 

Jan.    10.  P.  J.  Dowling,  miscellaneous  expense,  tax  investigation 254.20 

M        15.  Robert  J.  Hamilton,  Poison. 35.00 

20.  C.  W.  Towne,  special  advertising 250.00 

Feb.   20.  Roy  Wells,  expenses  on  miscellaneous  inspection 127.71 

Mar.    1.  Amount  expended  for  conventions,  committees.  Poison  power  site  hearings,  etc.,  Jan. 

1  to  Mar.  1 750.00 

8.  Beaverhead  County,  damages  to  roads  and  bridges  account  of  Wise  River  flood 32, 000. 00 

10.  Expenses  in  connection  with  assessed  valuation  on  property 189.00 

Total 33,650.91 

SUMMARY   OF  DISTRIBUTION 

Accounts  receivable,  miscellaneous.  Rocky  Mountain  Power  Co •    $330.00 

Deferred  charges,  tax  investigation 254.20 

Public  reserve 250.00 

Extraordinary  casualties 32,000.00 

General  expense: 

Montana  Power  Co.,  No.  125  (50  per  cent) 408.35 

Great  Falls  Power  Co.,  No.  125  (40  per  cent) 326.69 

T.  F.  P.  Co.,  No.  126  (10  per  cent).... 81.  67 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 
Approved. 

F.  M.  Kerr. 


3624      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 
Expense  account,  May  19,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Mar.  16 

Helena 

$0.75 

$1.35 

$1.50 
4.00 
2.00 
1.00 

27.50 

$3.60 

17 

do 

$1.85 

5.85 

18 

do -- 

Three  Forks  (proposed  dam  res.). 
Great  Falls,  taxes 

.75 

2.85 
2.25 
2.80 
3.10 
1.85 
3.10 

5.60 

19 

3.25 

26 

7.30 
7.30 

37.60 

27 

Great  Falls...    • 

2.05 
2.45 

12.45 

30 

Helena 

4.00 
1.50 
1.00 
1.00 
1.00 
54.80 
2.50 

8.30 

31 

....do 

4.60 

Apr.     1 

Helena,  Butte 

.75 
.75 
.75 

1.75 

Dillon 

2.50 
2.40 

4.25 

6 

Dillon,  Butte 

$3.66 

.65 

7.80 

10-12 

Stockmen's  convention  ,  Havre 

54.80 

13 

Helena 

3.45 
8.10 

5.95 

14 

""ido::;;;;"::::"""::"""" 

do 

2."  25' 

3.10 

16 

3.50 
1.75 
3.00 
1.50 
1.50 

5.75 

17 

1.80 
4.60 
3.20 
5.20 
6.10 
6.90 
5.60 
9.85 
9.30 
2.15 
2.75 
4.10 
7.85 

4.15 

7.70 

18 

do 

2.25 

9.85 

23 

2.50 

7.20 

24 

Livingston-Big  Timber 

6.70 

25 

Columbus— Billings 

.75 

2.50 

9.35 

26 

Red  Lodge 

.50 

7.40 

27 

Billings-Hardin 

14.40 

20.00 

28 

Miles  Citv 

4.50 
3.75 

1.25 
1.00 
2.50 
1.50 

15.60 

30 

Great  Falls 

14.05 

May    1 

Freat  Falls-Butte .  .    .. 

4.65 

Helena 

2.25 

6.50 

9 

4.10 

10 

Kalispell 

7.85 

11 

Polson-Missoula 

10.00 
2.50 

3.00 

13.00 

12 

Missoula-Butte     . 

1.80 
5.05 

4.30 

14 

Helena 

3.40 

2.25 
2.50 

10.70 

15 

.    _do .         . 

2.35 

4.85 

16 

Helena-B  utte 

2.15 

2.15 

Total 

37.50 

34.90 

107. 16 

13.50 

127.  55 

320.60 

SUMMARY  OF  DISTRIBUTION 

Dam  reserve $3.25 

Accounts  receivable,  miscellaneous.  Rocky  Mountain  Power  Co 25. 15 

No.  125 292.20 

Total 320.60 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 
Approved. 

F.  M.  Kerr. 


Expense  account,  July  2,  1928 

1927 

Aug.  23  Joe  Samal,  labor  blasting  rock  on  road,  Wise  River  flood $117.00 

Nov.  —  Joe  McCracken,  cash  advanced 240.00 

Dec.     2  Federal  land  bank,  Louis  Lepp  claim,  Wise  River  flood 200.00 

29  Louis  Lepp,  claim.  Wise  River  flood --  200.00 

31  Harry  Meyer,  Trueman  case 1,000.00 

Sept.  —  Sheridan  State  Bank,  Wise  River  flood 3.00 

1928 

Mar.  20  Mr.  Ward.  Poison 750.00 

25  P.  J.  Dowling,  miscellaneous  expenses,  tax  investigation - 256.20 

29  Dan  Kelly,  legal  expense.... 350.00 

Apr.  —  W.  E.  Pinkney,  cash  advanced --- 35.00 

May    8  John  Lindsay,  Wise  River  flood  damage 625.00 

15  Elizabeth  Hortop.  R/W 25.00 

16  Roland  Fames,  R/W 25.00 

16  Court  Sheriff,  R/W 25.00 

19  Richard  McCreames,  R/W 50.00 

17  C.  W.  Towne,  miscellaneous  advertising  expense — 280.00 

19  D.  G.  Stivers,  miscellaneous  legal  expense *25. 00 

23  Miscellaneous  expense.  Mar.  l  to  May  15,  Insurance,  etc 155.00 

24  Roy  Wells,  expenses  on  inspection  trips,  insurance,  etc 29a  80 

26  P.  J.  Dowling,  miscellaneous  expense,  tax  Investigation 175.00 
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June    5  John  Brown,  legal  expenses $3C0. 00 

6  R.  E.  Crangle,  miscellaneous  expenses  account  taxes 180.00 

23  Miscellaneous  expenses,  entertainment,  etc.,  managers'  meeting  at  Great  Falls 370. 00 

26  C.  W.  Landsend,  expenses 75.00 

6, 160. 00 
Less  amount  reimbursed  for  Dodson,  Gordon  &  Connor,  Wise  River  flood  claim  paid  by 
Roy  Wells — —      500.00 

Total - 5, 66a  00 

Distribution: 

Reserves,  miscellaneous,  extraordinary  casualties — 

Personal  injuries 1,000.00 

Property  damage 528.00 

Miscellaneous  reconstruction - 117.00 

Total 1,645.00 

Accounts  receivable- 
Rocky  Mountain  Power  Co 750.00 

Joe  McCracken 240.00 

W.  E.  Pinkney .- 35.00 

Total -..  1,025.00 

Tax  investigation 431.20 

Legal  expense  (126) 1,075.00 

Job  order  No.  1197  (22).... 125.00 

Publicity  reserve '. 280.00 

General  expense  (125)— 

Montana  Power  Co.  (50  per  cent) 539.  40 

Great  Falls  Power  Co.  (40  per  cent) 431. 52 

T.  F.  P  (10  per  cent) 107.88 

Total 1,078.80 

Grand  total ..- 5, 660. 00 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 
Approved . 

F.  M.  Kerr. 


Expense  account,  December  11,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

July     2 

Helena 

$2.25 

2.25 

.90 

.75 

4.50 

$L25 
1.90 
4.70 
5.35 
6.45 
L20 
2.00 
5.55 
4.20 
L80 

$1.50 
L50 
2.50 

.50 
LOO 
LOO 
3.10 
4.30 

.85 
L50 
L50 

.50 

.75 
L60 
L25 

$5.00 

do 

Bozeman 

5.65 

5 

8.  10 

6 

$6.00 
4.10 

12.60 

7 

Billings 

16.05 

8 

Billings-Butte 

2.20 

9 

5.10 

12 

Kalispell,  gas 



5.00 

14.85 

13 

Kalispell-Butte.. 

$6.15 

1L20 

26 

2.25 
2.25 

5.55 

27 

—--do 

Missoula                                        J 

L85 



5.60 

30 

2.90 
7.35 
4.50 
L75 
5.05 
.85 
2.10 
2.85 

3.40 

31 

Kalispell 

5.00 

13.10 

Aug.     1 

Aug.        1 

Kalispell-Missoula 

.90 
9.25 
4.80 

6.90 

12.25 

8 

do 

Great  Falls 

5.00 

14.85 

9 

1.50 
LOO 
4.60 
L25 

2.35 

10 

Great  Falls-Helena.. . . 

4.30 

7.40 

11 

7.45 

20 

Missoula 

.90 

2.15 

21 

;m  issoula-Kalispell 

5.tX) 

3.60 
2.45 
1.75 
1.50 
3.10 
5.60 
5.00 
2.80 
3.60 

8.60 

22 

- 



2.65 

5.10 

Sept.  12 

Helena 

2.25 

2.25 

.75 

.75 

L50. 

L50 
3.25 
1.00 

7.00 

13 

do . 

do -• 

do 

Butte 

7.00 

Oct.    14 

4.85 

15 

- 

3.50 

9.85 

17 

5.00 

Nov.  14 

Great  Falls 

1.30 

1.50 

5.60 

15 

do - 

do 

3.60 

16 

1.60 
2.50 
1.00 

1.60 

17 

..      do                                     

2.50 

18 

Helena - 

2.75 

1.75 

5.50 
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Expense  account,  December  11,  1928 — Continued 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel-        rp_.„, 
laneous        ^^^^^ 

19 

Helena - 

$2.25 
2.00 
1.00 
.75 
.50 
2.50 
2.00 

$2.25 

20 

Helena-Butte                   .      .  . 

$4.50 
2.55 

$3.50 

10.00 

26 

Great  Falls 

3.55 

27 

do            

.75 

28 

Great  Falls-Butte 

2.60 
3.00 
2.25 

3.10 

Dec.    3 

Helena 



1.80 
3.10 

7.30 

4 

do 

7.35 

Total                    

60.25 

$30. 10 

103. 15 

$7.65 

61.10 

262.  25 

SUMMARY   OF   DISTRIBUTION 

Rocky  Mountain  Power  Co .$76.45 

Great  Falls  Power  Co.  No.  125 .- --. --- 74.32 

T.  F.  P.  No.  125 18.58 

Montana  Power  Co.  No.  125 92.90 

Totol _ - - 262.25 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

F.  W.  Bird. 


Expense  account,  August  12,  1926 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Havre 

$2.50 
2.50 
2.50 
2.50 
2.50 
2.50 
2.50 

$2.15 
2.00 
2.20 
1.75 
2.35 
2.15 
1.70 
1.85 
1.00 

2.15 
2.00 
2.10 
2.25 
2.05 
2.25 
2.15 
2.05 
2.30 
2.25 
2.35 
2.20 
2.75 
2.25 
2.35 
2.20 
2.25 
2.10 
2.30 
2  20 
2  25 
2.15 
2  20 
2.10 
1.50 
.66 

$4.65 

21 

do 

4.50 

22 

Havre  to  Great  Falls,  125  miles... 
Great  Falls 

$15.00 

19.70 

23 

4.25 

24 

do 

..    do 

$1.90 

6.76 

25 

4.65 

26 

do 

35.00 
.25 
.25 

.35 

39.20 

27 

Great  Falls  to  Butte,  185  miles.... 

Butte  to  Missoula,  125  miles 

Missoula  to  Agency,  Poison,  90 
miles 

22.20 
15.00 

10.80 

24.30 

July     5 

6 

3.00 

1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.50 
2.50 
2.50 
2.50 
2.50 
2.50 
2.60 
2.50 
2.50 
2.- 50 
2.50 
2.50 
2.50 
2.60 
2.50 
2.50 
2.50 
2.50 

19.25 

14.80 

Poison... 

3.50 

8 

do 

3.60 

9 

do 

do. 

do. 

do 

do.. 

3.75 

10 

.50 

4.05 

11 

3.76 

12 

3.66 

13 

.50 

.25 

4.05 

14 

Poison  to  Kalispell,  60  miles 

Kalispell 

7.20 

12.25 

15 

4.75 

16 

do. 

do. 

do.-.. 

4.85 

17 

4.70 

18 

.30 
2,20 

5.65 

19 

Kalispell,  35  miles 

4.20 
5.40 
5.64 
6.48 

11.15 

20 

Kalispell,  45  miles 

10.25 

21 

Kalispell,  47  miles 

10.34 

22 

Kalispeil,  54  miles 

11.23 

23 

Kalispell 

1.00 

5.60 

24 

Kalispell,  31  miles 

3.72 
4.80 
3.84 
5.16 
4.20 

8.52 

25 

Kalispell,  40  miles 

9.50 

23 

Kalispell,  32  miles 

8.69 

27 

Kalispell,  43  miles 

9.81 

23 

Kalispell,  35  miles 

8.90 

29 

Kalispell 

4.60 

30 

do 

To  Welcoma  52  miles 

6.24' 

4.00 

31 

6.89 

Aug.    1 

To  Welcoma 

AU«.       i^ 

To  Butte,  254  miles 

30.48 

1.35 

3L83 

Total  (1,253  miles) 

160.86 

76.00 

73.86 

42.50 

34L71 
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SUMMARY  OF  DISTRIBUTION 

Tax  investigation $28.85 

Rocky  Mountain  Power  Co 312.86 

Total - - - -  341.71 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

Pat.  J.  DowLiNG. 
Approved. 

F.  E.  Bird. 


Expense  account,  May  28,  1928 


Date 

Location  and  particulars 

Railroa'd 

and  Pull-     Hotel 

man  fares 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Apr.  27 

28 

Butte    

$2.00 
2.00 
2.00 
2.00 
2.50 
2.50 

$3.40 
2.95 
2.75 
3.15 
2.90 
4.15 

$0.30 
.70 
1.05 
2.20 
1.10 
3.80 

8.25 
1.25 
.80 
.65 
.90 
.25 
.70 
3.61 
3.80 
3.30 
1.40 
6.85 

2.15 

$5.70 

Butte- Wise  River 

5  65 

29 

Butte-Bozeman,  gas 

5.80 

30 

..  do -     

7.35 

11 

Butte-Bozeman 

6  50 

May    2 

Three  Forks,  gas,  Helena.  .  ...  . 

10.45 

4 

Helena-Butte,  car  repair,  storage, 
fan  belt 

8.25 

4 

2.00 
2.00 
2.00 

2.85 
2.95 
3.20 
2.70 
3.10 
1.95 
3.85 
3.10 
3.85 
4.10 
9.50 

5.25 
3.45 
2.40 

f.  10 

5 

Butte 

5.75 

6 

Butte- W^ise  River 

5.85 

7 

Butte- Waterloo 

2,00 
2.00 
2.00 

5.60 

8 

Butte 

5.35 

9 

Butte-Thompson  Falls...  ...     .. 

4.65 

10 

Thompson  Falls 

7.46 

11 

Kalispell,  gas,  tip,  oil ... 

i 

6.90 

12 

2.00 
3.00 
3.00 

3.00 
3.00 
2.00 

9.15 

13 

Helena,  tip,  storage 

8.50 

14 

19.35 

15 

Helena-Canyon  Ferry-Butte,  Art 
Schuys,  car  repair,  storage 

10.40 

16 

3.90 
.90 

10.35 

17 

Butte  tip 

5.30 

Total 

41.00 

71.55 

47.86 

160. 41 

Helena-Canyon    Ferry,   storage, 
Canyon  Ferry,  Helena,  tip,  stor- 
acp   pas 

18 

3.00 

3.00 
2.00 
2.50 
1.50 
1.50 
2.00 
2.00 
2.00 

2.70 

3.10 
1.95 
3.35 
2.45 
3.10 
3.00 
3.65 
2.75 

1.15 

3.35 
.30 
1.45 
3.40 
1.85 
1.65 
1.35 
1.70 

6.85 

19 

9.45 

20 

Butte                                -      -  ... 

4.25 

21 

Dillon,  storage 

7.30 

22 

W'i'^dom  storage  gas  oil 

7.35 

23 

do 

W^isdom-Butte  gas  $1  25 

6.45 

24 

6.65 

25 

7.00 

26 

6.45 

Total 

19.00 

26.05 

16.20 

eL75 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

W.    E.    PiNKNEY. 

Approved. 

F.  W.  Bird. 
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Expense  account,  June  28,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

May  27 

28 

Butte 

$2.00 
2.00 
2.00 

$2.90 
2.65 
1.95 
2.10 

3.85 

2.90 
2.40 
3.45 

3.10 
2.75 
5.15 
2.35 

3.90 
2.70 
3.10 

3.80 

3.55 

4.90 
2.90 
3.90 

11.00 

$0.60 

.50 

3.15 

.30 

3.90 

4.50 
5.00 
3.85 

5.75 

1.80 

3.80 

.36 

6.05 
.65 
.95 

8.15 

9.45 

4.70 
3.20 

2.85 

4.20 

$5  50 

Butte,  tokens,  50  cents 

5  15 

29 

Butte,  Billings,  gas,  oil,  storage 

7  10 

30 

Billings-Butte                         -  - 

2  40 

31 

Butte-Polson,  gas,  $2.45;  tire,  tips, 
oil 

2.00 

9.75 

June    1 

Poison  and  Kalispell,  gas,  $2.60; 
oil,  storage,  tips  .    .            .  .  . 

1.00 
1.00 
3.00 

3.00 
1.00 
2.50 
1.25 

1.00 
2.50 
2.50 

2.50 

2.50 

1.00 
2.50 
1.00 

1.00 

8  40 

2 

Poison,  sundries 

8.40 

3 

Missoula,  gas,  storage,  tips  .  . 

10  30 

4 

Missoula,  car  repair,  $4.25,  stor- 
age, tips.  

11  85 

5 

Ronan-Polson 

5.55 

6 

Polson-Kalispell,  phone,  $4.65,  etc. 

$4.65 

16  10 

7 

Polson-St.  Ignatius 

3.95 

8 

Poison,  car  wash,  grease,  oil,  gas, 
storage . 

io.  95 

9 



5.85 

10 

Kalispell,  etc 

1.10 
.50 
1.00 

7.65 

11 

Kalispell,  car  wash,  gas,  oil,  stor- 
age, etc 

14.95 

12 

Kalispell-Polson,     storage,    tip, 
phone                ....    -. 

16.50 

13 

Missoula-Polson,  car  wash,  $1, 
gas                 - 

10.60 

14 

Missoula-Polson 

8.60 

15 

Poison         - 

.30 

8.05 

15 

Poison   Commercial   Club,   gas, 
$2.60    

16.20 

Total .. 

193.80 

SUMMARY  OF  DISTRIBUTION 

Rocky  Mountain  Power  Co $173.65 

J^o.  125 20.15 


Total - - - 193.80 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

W.    E.    PiNKNEY. 

Approved. 

F.  W.  Bird. 


Expense  account,  June  20,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

June  17 

18 

p  , 

$1.00 

2.60 

1.00 
1.00 
1.00 
2.60 
1.26 

2.50 

2.50 
2.60 
2.00 

$2.66 

3.45 

3.00 
3.85 
2.40 
3.90 
4.25 

6.26 

3.00 
2.96 
3.05 

$L36 

6.15 

6.76 
.45 
4.65 
4.10 
3.35 

6.46 

4.65 
6.86 
3.46 

$5  00 

Polson-Kalispell,  gas,  $2.45;  radi- 

11.10 

19 

Kalispell-Polson,   tip,   sundries, 

10.75 

20 

4.90 

21 

8.05 

22 

Kalispell  car  wash  and  grease 

10.50 

23 

8.85 

24 

Missoula-Polson,   car   wash   $1, 

14.20 

25 

Polson-Kalispell,  gas,  $2.55;  stor- 
ase  clears  $1 

10. 1.'^ 

26 

Kalispell-Missoula        

11.30 

27 

Missoula-Butte,  gas;  tip,  86  cents. 
Total 

8.50 

103.  30 

Summary  of  distribution:  Rocky  Mountain  Power  Co.,  $103.30. 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

W.    E.    PiNKNEY. 

Approved. 
^^  F.  W.  Bird. 
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Expense  account,  August  4}  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

June  28 

Butte,  room,  meals,  tokens,  and 

$2.00 
2.00 
3.00 
2.50 

2.50 

2.50 

2.50 

$2.95 
3.10 
2.45 
6.25 

2.85 

4.15 

3.15 

2.10 

4.90 

8.50 
13.40 

2.15 
3.95 

4.90 
3.60 
7.85 
2.65 
2.90 
3.10 
2.40 
2.65 

$L20 
.60 
L05 
5.20 

L85 

2.55 

4.10 

6.15 

4.25 

3.25 
LIO 

4.60 
4.75 

14.75 
3.80 
4.25 
.90 
.85 
L15 
.25 
.35 

$6.15 

29 

Butte-Waterloo,  room,  meal 

5.70 

30 

Butte,  room,  meals,  storage 

6.50 

July     1 
2 

Poison,  gas,  oil,  tire  for  pump,  tip. 
Kalispell,  gas,  $1.25;  meals;  tip,  60 
cents 

13.95 

7.20 

3 

Missoula,  repairs  on  car,  $1.90; 
tips,  65  cents        -  

9.20 

4 

Missoula  to  Butte,  gas,  $2.45;  oil, 
70  cents;  storage,  $1.. 

■" 

9.75 

5 

Butte-Bozeman,  Mr.  Bird  car, 
repair,  gas,  storage 

8.25 

6 

Bozeman-Billings,  gas,  oil,  stor- 

2.50 

1.00 
2.50 

1.50 
3.00 

2.50 
1.25 
2.00 
2.00 
2.00 
2.00 
2.00 
2.00 

$0. 70 

12.35 

7 

Billings-Fromberg  and  Absarkee, 
gas,  $2.55 

12.75 

8 

Red  Lodge, sundries,  meal,  storage. 
Red  Lodge,  Bridger,  gas  and  stor- 

17.00 

9 

8.25 

10 

Bridger,  Billings,  Livingston 

1L70 

11 

Livingston  to  Kalispell,  Missoula, 
Mr.  Bird... 

22.15 

12 

Kalispell-Butte             .        1  .      .  . 

8.65 

13 

Butte-Kalispell ! 

14.10 

14 

do 

5.55 

15 

Butte- Wise  River 

.30 

6.05 

16 

Butte 

6.25 

17 

do 

do 

5.15 

18 

5.00 

Total 

43.25 

90.45 

LOO 

66.95 

201.65 

19 

Butte,  Missoula,  gas,  oil,  storage. 

2.50 
3.00 
LOO 

2.50 
2.00 
2.00 
3.00 
3.00 
2.00 
2.00 
2.00 

3.10 
3.45 
2.60 

3.45 
2.10 
1.95 
3.80 
3.15 
2.75 
3.10 
3.00 
4.90 
5.60 

4.35 
3.85 
3.75 

9.35 

3.50 

.40 

3.75 

L20 

.90 

.60 

L85 

7.65 

3.75 

9.95 

20 

Missoula-Polson 

10.30 

21 

Polson-Kalispell,  gas,  $2.60 

7.35 

22 

Kalispell  and  Missoula,  tube,  fix 
tire 

15.30 

23 

7.60 

24 

Butte  .             

4.36 

25 

Helena-Butte,  gas,  storage,  tip... 

10.55 

26 

Helena 

7.35 

27 

Helena-Butte 

5.65 

28 

Butte 

5.70 

29 

....  do 

6.85 

30 

Poison                  .             .  . 

12.55 

31 

Polson-Kalispell 

6.20 

15.55 

Total 

3L20 

42.95 

44.90 

119. 05 

' 

1 

.... 

I  hereby  certify  that  -the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

W.    E.    PiNKNEY. 

Approved. 

W.  F.  Bird. 


3630     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 
Expense  account,  October  1,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Aug.  31 

Butte      

$2.00 
2.00 
2.00 
2.00 
2.00 
2.00 

$2.90 
2.65 
2.45 
3.15 
1.90 
2.95 

$0.60 
.50 
1.60 
.45 
.20 
.65 

$5.50 

Sept.    1 
2 

Butte,  tokens 

5.15 

Butte,  Wise  River 

6.05 

3 

Butte 

5.60 

4 

Butte,  Wise  River 

4.10 

5 

Butte  .               -  . 

5.60 

6 

Billings.. 

.- 

Billings-Butte 

2.00 
2.00 
1.00 
1.00 
2.00 

2.50 
2.50 

:::::::: 

2.00 

8 

Butte- Wisdom 

8.50 
2.90 
3.05 
3.00 

2.75 
2.50 
1.85 
3.20 

$0. 35 

1.35 

3.95 

.35 

.15 

4.85 
4.65 
3.15 
2.95 
3.70 

12.20 

9 

Wisdom,  gas,  $3;  storage,  50  cents.. 

7.85 

10 

Wisdom-Butte  ... 

4.40 

11 

Butte 

5.  ft 

12 

Butte-Kalispell,  gas,  storage,  car 
repair,  etc 

10.10 

13 

Kalispell,  gas,  storage,  oil,  etc 

9.65 

14 

Kalispell-Missoula 

5.00 

15 

Butte,  ga?,  storage ..  ..  . 

2.00 
2.00 

8.15 

16 

Butte-Dell,  gas  and  oil 

5.70 

17 

Lima  and  Dillon 

18 

Dillon  to  Butte 

19 

Butte 

2.00 
2.50 

3.15 
7.50 

.95 
1.65 

6.10 

20 

Butte-Helena,  storage,  gas 

11.65 

Total 

33.50 

54.40 

.35 

31.70 

119. 95 

Helena,  gas,  storage 

2.50 

2.50 

2.50 
2.50 
2.50 
2.50 
2.50 

2.00 
2.00 
2.00 

2.80 

5.25 

2.95 
3.15 
3.05 
2.85 
3.45 

2.85 
2.75 
2.50 

3.95 

7.15 

1.50 
1.55 
3.15 
1.05 
3.55 

4.95 
.40 
.30 

9.25 

22 

Helena-Great   Falls,  car  grease, 
$2.50;  gas,  oil 

14,90 

23 

Great    Falls,   storage,    50   cents; 
papers,  25  cents;  tips 

6.96 

24 

Great  Falls,  storage,  fan  grease... 

7.20 

25 

Great  Falls,  gas,  storage,  tip 

8.70 

26 

do 

do.- 

6.40 

27 

9.50 

28 

Great  Falls-Butte,  telephone,  tip, 
gas,  oil,  storage 

9.80 

29 

Butte 

5.15 

30 

do 

4.80 

Total  .. 

23.50 

31.60 

27.55 

82.65 

SUMMARY  OF  DISTRIBUTION 

Res.  Mis $54.05 

Rocky  Mountain  Power  Co 42.45 

Gen.  No.  125 106. 10 

Total 202.  CO 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

(Signed)  *  W.  E.  Pinkney. 

Approved. 

F.  W.  Bird. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 
Expense  account,  December  27,  1928 


3631 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Dec.     1 

Kalispell,  oil,  gas,  storage 

$2.50 
2.50 
2.50 

1.36 
2.50 
2.50 

$3.16 
2.80 
3.05 

2.70 
3.10 
2.95 
1.10 
2.15 
2.85 
8.65 
7.26 
2.70 

2.76 
2.10 
2.30 
4.15 
6.10 
3.85 

$3.80 

.85 

3.75 

3.40 
1.30 
3.85 
2.65 
3.15 
.35 
3.80 
1.60 
3.75 

3.95 
.26 

$9.46. 

2 

Kalispell,  storage        .  . . 

6  15. 

3 

Poison,  gas,  storage,  tip 1 

$0.9Q 

10.20 

4 

Poison,  St.  Ignatius-Dixon,  gas, 
storage                       -      -  . 

7  35. 

5 

St.  Ignatius-Poison,  storage  60 

::::::::: 

6.90 

6 

Poison,  gas,  oil,  storage 

9.30 

7 

Missoula,  gas - 

3.75 

8 

Missoula  to  Butte,  gas,  storage... 

2.00 
2.00 
2.50 
2.50 
2.50 

2.60 
2.00 
2.00 
2.00 
2.50 
2.50 

7.30 

9 

Butte     -         -         

5  20 

10 

Poison,  gas,  oil,  sundries,  $5            i 

14  95 

11 

11.35 

12 

Kalispell,  gas,  storage,  tip       ... 

.35 

9  30 

13 

Kalispell-Eureka,  gas,  storage,  oil, 

9.20 

15 

Butte 

4  35 

16 

do 

4.30 

17 

Butte,  Mr.  Biggs 

.60 
3.76 
4.65 

6.75 

18 

Poison,  gas,  oil,  tel 

11  35 

19 

Kalispell,  Kila  to  mine,  gas,  oil... 

11.  oa 

Total 

41.25 

69.50 

1.25 

49.65 

161  65 

Kalispell,  gas,  oil,  storage 

20 

2.50 
2.50 

3.05 
2.85 
1.85 
2.75 
1.10 

.90 

3.65 

4.15 

.80 

.26 

.40 

10  10 

21 

Poison,  gas,  oil,  storage 

9.5a 

22 

Polson-Butte 

2.65 

23 

Butte 

2.00 

5  00 

24 

Butte-Missoula. 

1.60 

26 

Missoula 

26 

Missoula-Butte 

2.00 

2.80 

.40 

5.20 

Total 

9.00 

14.40 

.90 

9.65 

33  95 

i 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

W.  E.  PiNKNEY. 

Approved. 

F.  W.  Bird. 


Expense  account,  June  6,  1926 

Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Miscel- 
laneous 

Total 

Feb.  8-10 

To  Great  Falls,  account  general  at  Volta.. 
Mystic  Lake 

$15  42 
11.81 

$6.00 

$2.10 

$0.90 

1.50 

.50 

51.72 
1.50 
1.06 

$24  42 

Apr.  23-25 

13.31 

May  2-5 

10.60 

7.05 

18.05 

Do 

431  miles  auto,  at  12  cents 

61.72 

May  13-16-- 

May30-June3.-. 

Mystic  Lake,  account  new  dam 

10.56 
6.91 

12  06 

To  Great  Falls  and  Poison .. 

12.00 

10.16 

30.11 

Total 

44.70 

28.60 

19.30 

67.17 

149. 67 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

A.  C.  Pratt. 
Approved. 

F.   M.  Kerr. 
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3632      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 
Expense  account,  October  B7,  1927 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Miscel- 
laneous 

Total 

Sept.  9-13 

Sept  16 

To  Great  Falls  and  Holter .  

$7.46 

$6.00 

$7.75 

"'$8.'40" 

"'66.' 88' 

.20 

.35 

53.28 

10.00 

.85 

6.60 

.25 

62.80 

$21. 21 

To  Big  Hole,  etc.,  auto,  70  miles,  at  12 

•cents. 
Mystic  and  Madison 

8.40 

Sept.  19-22. 

Do 

6.00 

6.50 

12.50 

Auto,  549  miles,  at  12  cents. 

65.88 

Oct  4-5 

Livingston 

6.09 

2.50 
7.00 

1.40 
4.80 

9.19 

Oct  6-8 

Poison 

12.15 

Do 

Auto,  444  miles,  at  12  cents 

53.28 

Oct  15        

Silver  Bow  Club  note.. 

10.00 

Oct  16 

18.08 

1.20 

20.13 

Oct  20 

Anaconda,  auto,  55  miles,  at  12  cents.  .. 

6.60 

Oct  22 

Poison 

8.00 

4.15 

12.40 

To  Oct  24 

Auto,  440  miles,  at  12  cents 

52.80 

Total 

30.63 

29.50 

25.80 

198. 61 

284.54 

SUMMARY  OF  DISTRIBUTION 

No.  125 $145.51 

Rocky  Mountain  Power  Co 130.  63 

Expense 8.40 

Total - --- 284.54 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

A.  C.  Pratt. 


Expense  account,  August  14,  1922 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

July  15 

Auto  expense  to  Anaconda  with 
Major  Berger,  61  miles,  at  12 
cents 

$7.32 
.50 

$7.32 

15 

A/rAal<5  and  misppllanpOTis 

$2.40 

2.90 

Total.. - .- 

2.40 

7.82 

10.22 

31 

Missoula                        --    

6.75 
.85 

6.75 

Aug.    1 

do          - 

$3.00 



1.00 
1.75 
.50 

4.85 

Kalispell                     - 

$0.95 

2.70 

3 

\Ti^<!niilA 

5.00 

3.10 
2.85 

8.60 

3 

2.85 

Total -- 

8.00 

13.55 

.95 

3.25 

»5.75 

Summary  of  distribution:  Rocky  Mountain  Power  Co.,  $25.75. 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

H.  H.  Cochrane. 
Approved. 

M.  E.  Buck. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES      3633 
Expense  account  April  23,  1926 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

anllTete      ^iscel- 

Total 

Apr.    8 
9 

Butte-Great  Falls 

$7.46 

$1.75 

$1.20 
1.55 
.85 

$10.  41 

Great  Falls... 

1  55 

10 

do            

85 

11 

....  do .- 

$10.  50 

7.95 

.25 
.75 
1.45 
.15 
.50 

18.70 

11 

Great  Falls-Butte 

7.46 
7.46 

8  21 

20 

Butte-Great  Falls... 

1.95 
1.75 
1.95 

10.86 

21 

Great  Falls 

1.90 

22 

Butte-Great  Falls 

7.46 

10.35 

" 

20  26 

Entertaining  Childs.     . 

13 

72.74 
5  50 

.\uto  expense 

1.44 

Total 

6.94 

79.68 

i 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

H.  H.  Cochrane. 
Approved. 

M.  E.  Buck. 


Expense  account  May 

28,  1926 

Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Miscel- 
laneous 

Total 

Apr.24-Mayll.- 

Butte  to  New  York,  Washington  and  re- 
turn             .  .                         .         . 

$44.95 

$50.90 

$29.00 

$18. 10 

$142. 95 

Total -. 

142. 95 

Butte-Great  Falls 

7.46 

1.85 

3.25 

4.20 

.90 

.85 

1.00 
.60 

"".'30' 
.75 

May  17 

10.31 

17 

Great  Falls          

3.85 

18 

do 

4.20 

19 

do 

7.00 

8.20 

19 

Great  Falls-Butte 

7.46 

9.06 

Total 

35.62 

i 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

H.  H.  Cochrane. 
Approved. 

M.  E.  Buck. 


Expense  account,  March  24,  1927 


Date        1                Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Total 

Feb.  3-Mar.  10. 

Butte  to  Washington,  New  York,  and 

return. 
Received  from  Montana  Power  Co.  on 

account. 

Total- 

$240.  60 

$171.  00 

$227.  75 

$639.  35 
300.00 

• 

" 

339.  35 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

H.  H.  Cochrane. 
Approved. 

F.  M.  Kerr. 


3634     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 
Expense  account,  September  12,  1927 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

June  22 

Divide,  64  miles,  at  12  cents,  $7.68. 
Poison -. 

$0.50 

$8  18 

July     2 
11 

$3.40 

3  40 

Divide,  64  miles,  at  12  cents 

7  68 

26 

Silver  Bow  Club  subscription 

5  00 

28 

Entertaining  Luazev       ..  . 

2.00 

3.60 

5  60 

Aug.    4 
13 

Divide,  62  miles,  at  12  cents 

7  44 

Great  Falls              

$15. 92 

$17.50 

14.20 

3.70 

51  32 

Sept.    9 

Divide,  64  miles,  at  12  cents 

7  68 

Total 

96  30 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

H.  H.  Cochrane. 


Expense  account,  December  21,  1927 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Nov.  14 

Missoula 

$5.00 
3.60 

$0.75 

$5.35 

15 

Missoula-Polson       

3.60 

16 

do 

$6.00 

.75 

4.25 
L75 
1.00 
.50 
.50 
.30 
1.20 
L25 
.40 

11  00 

17 

Photos  - - - 

1.75 

Dec.     5 

To  Seattle,  cab .. . -. 

1.00 

6 

do... 

do... 

do. 

do. 

do-- -. 

To  Kalispell  . 

""$5.'75" 

■""i2."o6' 

2.80 
3.20 
3.50 

3.30 

7 

3  70 

8 

3.80 

8 



18.95 

9 

3.75 

5.00 

13 

.40 

14 

To  Missoula 

5.20 
2.50 

1     .._-     _. 

5.20 

15 

To  Kalispell 

1.66 
L40 
2.55 

.25 

4.40 

15 

Kalispell  to  Great  Falls     

13.10 
7.40 

14.  50 

16 

Great  Falls  to  Butte 

1.90 
7.44 
7.44 

11.85 

Nov,    8 

Auto  to  Divide,  62  miles    

7.44 

12 

do 

7.44 

Total 

i 

26.25 

25.70 

28.20 

28.53 

108.  68 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

H.  H.  Cochrane. 
Expense  account,  August  16,  1928 


Date 

Location  and  particulars 

Railroad 
and  PuU- 

niau  fares 

Hotel 

Meals 

Phones 
and  Tele- 
grams 

Miscel- 
laneous 

Total 

June  28-29 

Livingston 

$2.50 
3.50 

$5.85 
5.60 
1.00 
3.10 
2.00 

$0.40 
.30 

$8.75 

30-31 

Billings 

9.40 

Aug.        11 
12 

Missoula 

1.00 

Missoula  and  Poison 

4.50 
3.00 

7.60 

13 

do                     

.40 

5.40 

13 

Missoula    and   Poison,  auto- 
mobile, 460  miles,  at  12  cents. 

55.20 

13 

$3.00 
7.65 

.'75' 

3.00 

i.66 
1.10 

3.60 
L85 
L70 
L26 
.65 

4.00 

14 

Spokane  to  Wenatchee 

do 

Spokane,  Missoula,  and  Butte. 
Butte-Spokane 

3.66 
0.50 
3.75 

11.75 

15 

3.00 

13.  10 

16 
29 

$0,80 

7.15 
4.70 

30 

do 

Spokane-Butte 

LOO 
L70 

2.  25 

31 

2.25 

Total                         

14.40 

10.50 

33.50 

.80 

12.15 

132.  55 

SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3635 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
In  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

H.  H.  Cochrane. 
Approved. 

M.  E.  Buck. 


Expense  account,  August  16,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

•July  26 

Butte-Great  Falls.. 



$3.50 
3.30 
4.50 

$3.50 

27 

":"do:"""::"::::::-^"""^-::"i:i:::i 

"'$i2.'oo' 

3.30 

28 

$0.50 

17.00 

28 

Butte-Great   Falls,   automobile, 
390  miles,  at  12  cents 

46.80 

Total 

"" 1 

12.00  i     11.  SO 

.50 

70  60 

I  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me  in  the 
Interest  of  this  company  between  the  dates  specified  as  itemized. 

H.  H.  Cochrane. 
Approved. 

M.  E.  Buck. 


Expense  account,  December  5,  1927 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

'Oct.    28 

Can  stain  for  radio  instrument 

$0.35 

$0.35 

28 

2  men,  Deer  Lodge  Hotel 

$3.50 

$4.50 

8.00 

31 

Note  book  paper 

.40 

.40 

18 

Melrose  Hotel 

3.00 

3.00 

6.00 

INav.    4 

Claims  settlement,  Ben  Mallon, 
release  in  claim  department 

150.00 

150.00 

4 

Hotel,  Wise  River,  3  men,  3  days 

12.50 

12.50 

25.30 

4 

Miscellaneous  road  expense 

2.00 
1.25 
L40 

2.00 

15 

1  quart  glvcerine  C.  P.  for  test 

1.25 

17 

Gasoline  for  test  purposes 



1.40 

^0 

Meals 

3.00 

3.00 

30 

1  set  scales  and  screw  eyes 

L25 

1.25 

20 

1  32-ounce  bottle  and  assorted 
corks.-. ...  ... 

.70 

30 

Oct.  28  to  Nov.  24,  miscellaneous 
use  of  automobile,  1,026  miles 

123.12 

123. 12 

Total    

19.00 

23.30 

280.47 

322.77 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

Roy  Wells. 
Approved. 

W.  Stussy. 
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Expense  account,  December  16,  1927 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

MiSCel-    i       rp^tal 

laneous       ^^^^^ 

Nov     5 

Railroad,  Butte  to  Missoula 

TTnfpl    mfials   hiis 

$4.30 

$4.30 

5 

$4.00 

$2.00 

$0.50 

6.60 

6 

Missoula-Polson 

2.81 
3.60 

2.81 

s 

Poison— Kalispell  bus 

3.5a 

I 

Meals                             • 

2.50 

2.50 

7 

\utomobile  one-half  day 

7."o6" 

7.00 

3.00 

2.25 
1.00 

5.25 
1.00 
3.60 
3.25 

1.75 
2.36 
5.75 

14.  oa 

3.54 

.5a 
laoo 

4.85 
5.00 
4.35 
1.75 

g 

Meals 

8 

Kalispell-Polson,  bus 

3.60 

g 

1.60 

1.75 

g 

Poison— Ravalli  bus 

1.75 
2.36 

5.75 

g 

9 

Thompson-Spokane 

8.00 

6.00 

S  pok  ane-W  allace 

3.54 

.50 

Hotel  meals 

5.00 

5.00 

Wallapft  ffi  Missniila 

4.85 

j 

15 

Hotel  meals 

2.50 

2.50 

j 

15 

Missoula-Butte 

4.35 

1 

15 

Meals 

1.75 

1 

Total 

36.71 

24.00 

24.75 

8.  00  1          93.  46 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

Roy  Wells. 
Approved. 

W.  Stussy. 


Expense  account,  June  5,  1928 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

i^SsI     ™-' 

May    7 

Butte,  Missoula,  4  days,  hotel 

$iaoo 

$iaoo 

6.00 
2.50 
9.00 
1.00 
6.00 

$20.00 
6.00 
4.50 

12-15 

Thompson  Falls,  meals 

16 

Sand  Point  hotel  meals 

2.00 
7.60 

16-19 



16.60 

20 

Thompson  Falls 

1.00 

21-22 

4.00 

laoo 

21 

Cap  MacDonald  page  readings 

$5.00 

6.00 

28 

L50 
2.60 
2.60 

2.00 

2.50 

2.60 

.50 

3.50 

24 

5.00 

27 

6.00' 

28 

.50 
72.  00 

\pr  1  to  15  600  miles 

72.00 

Apr.  15  to  June  5,  Butte,  Thomp- 
son Falls,  Spokane,  Kalispell 
to  Butte,  900  miles                   .  . 

108.00 

108.00- 

Total    

3a  00 

43.00 

185.00 

258.  oa 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

Roy  Wells. 
Approved. 

W.  Stussy. 
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Expense  account,  July  9,  1928 


3637 


• 

Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

May  26 
21 

$4.50 

$4.50 

To  Captain  McDonald,  gage  read- 
ing 

5.00 
2.00 

5.00 

26 

OarRCP   storaffft 

2.00 

June  19 

Butte  to  Wolf  Creek            

4.90 

4.90 

19 

Meals 

$2.00 
2.00 

:::::::::::::::::::: 

2.00 

20 

do                  

2.00 

20 

Wolf  Creek  to  Great  Falls 

Great  Falls  meals 

2.95 

2.95 

21 

5.00 

5.00 

22 

Taxi,  Black  Eagle      

1.50 

1.50 

22 

Meals 

3.00 
3.25 

3.00 

23 

.do 

3.25 

24 

Hotel 

$8.50 



8.50 

24 

Meals 

- 

1.50 



1.50 

24 

\ 

1.00 

1.00 

24 

Railroad  fare,  Butte 

7.58 

7.58 

27 

Anaconda  meals  (2) 

1.00 
1.00 

1.00 

28 

do .- 

June  4  to  July  9,  auto  540  miles,  one- 
half  to  No.  125;  one-half  to  G. 
F  P  Co  ,  No  33 

1.00 

64.80 

64.80 

Total       - 

15.43 

8.50 

18.75 

78.80 

121.  48 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

Roy  Wells. 
Approved. 

W.  Stussy. 


Expense  account,  December  26,  1928 


Date 

Location  and  particulars 

Railroad 

and  Pull-     Hotel 

man  fares! 

1 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Oct      7 

Hotel  and  meals  Whitehall 

$2.00 

$2.00 

$4.00 

7 

Auto,  Whitehall,  104  miles 

$12.48 

12.48 

10 

Helena,  hotel  meals 

2  50 

3.00 
2.50 

L75 

5.50 

17 

...    do 

2.50 

5.00 

16-21 

Meals,  Wolf  Creek 

L75 

21 

Great  Falls,  hotel  (to  Nov.  23) 

64.00 

64.00 

21 

Great  Falls,  meals  (to  Nov.  23) 



88.00 

4.00 
2.00 

88.00 

Nov.    9 

Hotel  and  miscellaneous  expenses; 

4.00 
2.50 

1.00 

9.00 

24 

Helena,  hotel  and  meals 

4.50 

20 

Toxan  Villa  site,  1928,  Flathead... 

22.47 
3.00 
30.00 
10.80 

24.00 

48.66 

48.66 

22.47 

20 

Copy  of  abstract.  Villa  site                               '< 

3.00 

Auto  expense.. ! ..J 

30.00 

Holter,  21, 250  miles,  $30         J     -               -      

10.80 

Thompson  Falls,  33,  90  miles, 
$10.80..     

1 

24.00 

Great   Falls   branch,   radio,   200 
miles,  $24 

1 

48.66 

Great  Falls  branch,  one-half  Rain- 
bow, 21,  $405.50;  one-half  Black 
Eagle,  21,  $405.50 

j 

48.66 

Total 

! 

77.50 

103.  25 

201.  07 

381.  82 

Sheridan,  meals 

Sept.  11 

.60 

.60 

12 

Meals  at  road  camp 

LOO 
1.00 
1.50 

1.00 

13 

do 

LOO 

15 

Yellowstone,  meals                          i      . 

L50 

16 

Stationerv ! 

.75 

.75 

16 

Ennis,  meals 

.80 

.80 

16 

Wrench,  repairs  to  current  meter. 
Meals,  road  camp 

2.00 

2.00 

20 

L50 

1.50 

80 

Rent  of  boat | 

3.00 

3.00 

3638     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATED 
Expense  account,  December  26,  1928 — Continued 


Date 


Location  and  particulars 


Railroad 
and  Pull- 
man fares 


Hotel 


Meals 


Phones 
and  tele- 
grams 


Miscel- 
laneous 


Total 


Oct.     3 


Rent  of  boat 

Meals 

Butte,  Madison  (Sept.  11  to  Oct.  5) 
2  round  trips  to  Hebgen  and 
various  side  trips,  631  miles,  one- 
half  to  Madison,  one-half  to 
Hebgen 


$1.50 


$0.50 


$3.00 


75.72 


$3.00 
2.00 


75.72 


Total. 


1.50 


6.90 


84.47 


92.87 


G.  E.  Exp.  No.  125 

SUMMARY  OF  DISTRIBUTION 

$16.48 

Holter  21 

.     42.25 

T.  Falls  33 

10.80 

O   F  Br  Radio 

286.82 

25.47 

Total 

- -  381.82 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

Roy  Wells. 
Approved. 

W.  Stussy. 


Expense  account,  May  23,  1920 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

May- 

Auto  hire,  8  days,  as  per  attached 
bills  (E.J.  Ives) 

$57.50 
3.25 
9.85 
3.00 
3.00 
4.50 
2.00 

$57.  50 

13 

Supplies,  Stroup  Hardware  Co. 
(see  bill)      

3.25 

20 

Repairs  to  truck.  Nor.   Garage 
(see  bill) 

9.85 

Apr.  27 

Certification       of      documents, 
Sanders  County 

3.00 

27 

Certification       of      documents, 
Missoula  Countv 

3.00 

27 

Certification  of  documents,  Flat- 

4.50 

27 

Notarial  fees,  deeds,  water  trans- 
fer 

2.00 

"■ 

83.10 

83.10 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

J.  E.  Bell. 
Approved. 

M.  E.  Buck. 
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Expense  account,  December  9,  1920 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Nov.  22 

Bus  fare,  Butte.. 

$0.50 

$0.60 

22 

Railroad  fare,  Butte  to  Helena.... 
Meal  en  route 

$2.38 

i 

2.38 

22 

$1.25 

1.25 

22 

Lunch,  Helena 

.90 

.90 

22 

Incidental  expenses 

.50 

.50 

22 

Railroad  fare,  Helena  to  Butte 

Meal  en  route  .. 

2.38 

2.38 

22 

1.60 

1.50 

22 

Bus  fare,  Butte 

.50 
.50 

.60 

25 

do 

1 

.60 

25 

Pullman,  Butte  to  Billings 

Porterage 

2.70 

2.70 

25 

.50 

.60 

26 

Meals.-.. ! 

3.80 

3.80 

27 

Drawing  pencils \ 

.85 

.85 

27 

Meals L.  . 

.80 
2.  GO 
4.70 
3.65 

6.sn 

.80 

28 

do.. 

2.60 

29 

Meals,  self  and  others ..L 

4.70 

30 

do..-. ! 

3.66 

Dec.     1 

do 

do 

—  do 

do ...J 

6.30 

2 

1      6.35 

6.75 

5.36 

3 

6.75 

4 

8.05 
7.40 
4.85 

8.05 

5 

do 

7.40 

6 

...do 

4.86 

7 

Porterage 

.25 

.26 

7 

Cab  fare,  Butte  (3  persons).  . 

1.50 

1.50 

7 

Meals 

.70 

.70 

Developing  and  printing  pictures, 
Flathead  project 

4.11 

4.11 

Distribution: 

Flathead  project,R.  M.  P.  Co. 
Billings  ice  gorge 

4.11 

50.86 

Billings  flood  damage 



1"      

20.30 

Total 

i 

7.46 

58.60 

9.21 

75.27 

Credit  accounts  received,  miscel- 
laneous, J.  E.  Bell 

4.45 

Total 

70.82 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by 
me  in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

J.  E.  Bell. 
Approved. 

M.  E.  Buck. 
Expense  account,  April  3, 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

Mar.  27 

To  railroad  fare,  Spokane  and  re- 
turn  

$35.28 

$35.28 

28 

$3.25 
3.15 

3  25 

29 

$3.75 

6.90 

30 

L15 

$3.85 

5.00 

Total 

35.28 

3.76 

7.65 

3.85 

50.43 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

Frank  Scotten. 
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Expense  account,  June  5,  1926 


Date 

Location  and  particulars 

Railroad 
and  Pull- 
man fares 

Hotel 

Meals 

Phones 
and  tele- 
grams 

Miscel- 
laneous 

Total 

May  15 

Glass  polish,  cushion  repairs 

$1.00 
4.20 

$1.00 

25 

Qelena,  gas,  15  gallons 

4.20 

25 

Meals .-- 

$1.00 

1.00 

31 

Kalispell,  Missoula,  20  gas—  . 

5.30 

5.30 

31 

Meals 

1.00 
2.00 

1.00 

June     1 

Hotel,  Missoula 

$3.00 

5.00 

1 

.50 

3.85 

.50 

.40 

.50 

2 

Gasoline,  15  gallons 

3.85 

2 

Garage 



.50 

2 

Oil,  1  quart 

.40 

3 

Hotel,  meals 

2.00 

1.80 

3.80 

3 

Gas,  15  gallons 

4.00 

4.00 

Total 



5.00 

5.80 

20.25 

31.05 

I  hereby  certify  that  the  above  is  a  true  statement  of  expenses  incurred  by  me 
in  the  interest  of  this  company  between  the  dates  specified  as  itemized. 

Ole  Thompson. 


(4)  Copy  of  Memorandum  by  William  V.  King,  Dated  April  10,  1929 

Federal  Power  Commission, 

April  10,  1929. 
Routing  sheet :  To  be  used  in  circulating  for  approval  drafts  of  minutes, 
preliminary  permits,  licenses,  transfers,  and  memoranda  pertaining  thereto 
and  other  like  matter  where  notations  and/or  indorsements  are  desired.  *  *  ♦ 
Not  intended  as  a  substitute  for  routing  slips  used  on  ordinary  mail.  *  *  * 
Strike  out  or  insert  routing  as  occasion  requires. 

Subject :  Memorandum  regarding  preliminary  cost  of  Flathead  Lake  project, 
No.  5,  Montana.     Supplementary  to  memorandum  of  February  20,  1929. 

Notes  and  memoranda :  Do  not  think  there  is  suflacient  reason  to  reject  pay- 
ment to  Charles  T.  Main  for  cancellation  of  contract  under  the  circumstances 
of  this  case.  If  no  other  items  at  issue  recommend  that  total  be  accepted  as 
prelicense  cost  and  the  matter  handled  in  the  usual  way. 

April  16,  1929.  O-  C-  M. 

Federal  Power.  Commission, 

Washington,  April  10,  1929. 
Flathead  Lake  Project,  No.  5,  Montana,  Rocky  Mountain  Power  Co. 
Memorandum  regarding  preliminary  cost  of  project   (supplementary  to  memo- 
randum of  February  20,  1929). 

1.  On  February  18,  1929,  there  were  left  at  the  commission's  office  by  Mr. 
J.  F.  Denison,  secretary  and  treasurer  of  Rocky  Mountain  Power  Co.,  and  Mr. 
C  B.  Smith,  accountant  for  Electric  Bond  &  Share  Co.,  certain  books  of  account, 
vouchers,  etc.,  of  Rocky  Mountain  Power  Co.,  together  with  an  informal  state- 
ment of  the  cost  of  the  Flathead  Lake  development  to  January  31,  1929. 

2.  The  documents  left  by  Messrs.  Denison  and  Smith  were  examined  by  the 
commission's  staff,  and  by  letter  dated  March  1,  1929,  the  applicant  for  license 
was  requested  to  prepare  a  formal  statement  of  amount  claimed  as  the  prelimi- 
nary cost  of  the  project  to  January  31,  1929,  and  to  furnish  certain  additional 
information. 

3.  With  letter  dated  New  York  City,  April  3,  1929,  there  were  submitted  by 
Mr.  C.  B.  Smith,  of  Electric  Bond  &  Share  Co.,  a  sworn  statement,  in  triplicate, 
of  the  cost  of  the  development  and  certain  other  papers  in  explanation  or 
justification  of  certain  items  contained  in  the  cost  statement. 

4.  The  informal  cost  statement  filed  on  January  18,  1929,  contained  items 
aggregating  $143,004.68.  The  formal  statement  submitted  by  Mr.  Smith  with 
his  letter  of  April  3  totals  $183,312.47,  a  difference  of  $40,307.79.  This  difference 
is  made  up  of  the  following:  items : 
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•Total  of  original  informal  statement $143,004.68 

.Added :  Salaries  of  officials  of  the  Montana  Power  Co__  $40, 998.  60 
Deducted  (from  claim  for  interest)  : 

Original  statement $14,  780.  97 

Formal  statement 14,  090. 16 

690. 81 

40,  307.  79 


Total  of  formal  claim 183,  312.  47 

5.  As  the  claim  now  stands  it  is  made  up  of  the  general  items  shown  below. 
For  further  details  see  my  memorandum  of  February  20,  1929 : 

Cash  expenditures  by  Rocky  Mountain  Power  Co $3,180.95 

-Bills  and  claims  of  the  Montana  Power  Co. : 

Services  and   expenses   of   officials,   employees   and 

others $25,  968.  45 

Attorneys'  fees  and  expenses 2,  650.  00 

Miscellaneous    charges,    representing    largely    pay- 
ments made  to  others  by  Montana  Power  Co 6,  279.  04 

Deposits  with  State  treasurer  of  Montana  to  cover 
survey  of  Flathead  Lake  by  United  States  Geo- 
logical Survey  in  cooperation  with  State  engineer.     23.  500.  00 
Advances   to    United    States    Geological    Survey    to 
cover   expenses  of  establishing  a   gaging  station 

in  Flathead  district 2,500.00 

Payments  to  Charles  T.  Main  (Inc.)  — 

For  services  and  exx)enses 29, 114.  61 

For  cancellation  of  contract 10.  000.  00 

Diamond   drilling 25,  030.  66 


Subtotal 125,  042.  70 

Interest  at  6  per  cent  per  annum  compounded  an- 
nually on  monthly  charges  to  December  31,  1928 

($123,656.59) 14,  090. 16 

Salaries  of  officials  of  the  Montana  Power  Co 40,  998.  60 


Total  bills  and  claims  of  Montana  Power  Co 180, 131.  52 


Total    amount    claimed    as    cost    to    January   31, 

1929 183,  312.  47 

6.  I  have  examined  the  statement  and  supporting  papers  with  considerable 
•care,  and  it  seems  to  me  that  the  only  charges  that  require  special  considera- 
tion are: 

Payments  to  Chas.  T.  Main  (Inc.)  for  cancellation  of  contract $10,000.00 

Interest 14,  090. 16 

Salaries  of  officials  of  the  M.  P.  Co 40,  998.  60 

There  are  certain  other  items  that  might  be  questioned,  particularly  the 
expense  accounts  of  Mr.  F.  M.  Kerr  and  some  other  officials,  charged  wholly 
or  in  part  to  the  Flathead  Lake  development.  In  some  cases  the  expense 
account  contains  items  that  are  questionable  in  and  of  themselves ;  in  other 
cases  apportionments  of  totals  have  been  made  on  what  appear  to  have  been 
arbitrary  bases;  and  in  general  it  can  not  be  deteimined  from  information 
shown  on  statements  of  expenses  whether  they  had  anything  to  do  with  the 
project.  It  is  stated  that  in  apportioning  expenses  to  the  project  the  best 
judgment  of  the  officials  was  exercised.  I  have  taken  no  exception  to  the 
charges  from  expense  accounts  but  simply  call  attention  to  the  fact  that  in 
some  cases  the  charges  must  be  accepted  on  the  assumption  that  they  are  O.  K. 

7.  Payment  to  Chas.  T.  Main  {Inc.)  for  cancellation  of  contract,  $10,000. — 
In  letter  of  March  1,  1929,  the  applicant  was  requested  to  supply  copy  of 
agreement  with  Chas.  T.  Main  (Inc.),  copy  of  any  agreement  with  any  suc- 
cessor to  Chas.  T.  Main  (Inc.),  and  copies  of  any  correspondence  or  other 
documents  bearing  on   the  transaction  involved.     A  copy  of  agi'eement  with 
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Chas.  T.  Main  (Inc.)  has  been  furuk-lied,  but  it  is  stated  that,  "Pending  the 
granting  by  the  Federal  Power  Commission  of  a  permit  for  developing  the 
Flathead  site,  no  superseding  contract  has  been  entered  into  with  respect  to 
the  construction  of  Flathead  development."  It  is  not  stated  whether  or  not 
there  was  any  correspondence  concerning  the  cancellation  of  contract  with 
Mr.  Main,  and  no  copies  of  correspondence  were  furnished.  That  part  of  the 
request  seems  to  have  been  ignored.  It  is  stated  that,  "  Under  our  new  rela- 
tionship with  Electric  Bond  &  Share  Co.,  however,  we  will  be  able  to  avail 
ourselves  of  the  engineering  services  of  that  company  hereafter  in  construction 
undertakings  of  this  character,  and  it  was  considered  to  be  to  the  best  interests 
of  Rocky  Mountain  Power  Co.  and  the  Montana  Power  Co.  to  withdraw  from 
the  contract  entered  into  with  Chas.  T.  Main  (Inc.).  As  a  result  of  conference 
between  Mr.  Chas.  T.  Main,  Mr.  John  D.  Ryan,  and  Mr.  F.  M.  Kerr  the  sum 
of  $10,000  was  agreed  upon  as  a  fair  and  equitable  measure  of  the  profit 
accrued  to  Chas.  T.  Main  (Inc.)  under  the  contract." 

It  is  not  alleged  that  the  contract  with  Mr.  Main  was  a  disadvantage  or  that 
the  privilege  of  entering  into  a  contract  with  the  Electric  Bond  &  Share  Co. 
was  an  advantage  and  would  result  in  a  saving.  It  seems  to  me  that,  so  far 
as  fees  and  charges  generally  are  concerned,  the  contract  with  Mr.  Main  was 
more  advantageous  to  the  company  than  the  usual  contract  which  companies 
controlled  by  American  Power  &  Light  Co.  make  with  the  Electric  Bond  & 
Share  Co.  (the  applicant  is  controlled  by  American  Power  &  Light  Co.).  It 
is  my  suggestion  that  the  item  of  $10,000  be  disallowed,  together  with  interest 
thereon  for  one  month  at  6  per  cent  per  annum,  or  $50.  It  seems  to  have  been 
charged  to  Rocky  Mountain  Power  Co.  in  December,  1928,  although  I  think 
actual  payment  was  not  made  to  Mr.  Main  until  about  January  24,  1929. 

8.  Interest,  $14,090.16. — The  details  of  the  first  claim  for  interest  in  the  sum 
of  $14,780.97  have  not  been  furnished,  and  I  do  not  know  how  it  was  com- 
puted. The  amount  now  claimed,  $14,090.16,  is  computed  at  6  per  cent  per 
annum  on  the  monthly  charges  of  the  Montana  Power  Co  to  Rocky  Mountain 
Power  Co.,  compounded  annually.  The  interest  computation  begins  with  the 
month  following  that  for  which  the  charge  was  made  on  the  books.  For  ex- 
ampel,  interest  would  be  computed  for  February  on  the  book  charges  for 
January. 

The  total  on  which  interest  was  computed  is  $123,656.59,  which  is  the  amount 
charged  Rocky  Mountain  Power  Co.  by  the  Montana  Power  Co.  up  to  December 
31,  1928.  No  interest  is  claimed  on  the  $40,998.60  for  salaries  of  the  Montana 
Power  Co.  officials  or  on  the  $3,180.95  expended  by  Rocky  Mountain  Power  Co. 

The  first  charge  by  the  Montana  Power  Co.  on  account  of  the  Flathead  Lake 
development  was  in  February,  1920.  The  following  statement  shows  by  years 
the  amounts  (book  charges)  on  which  interest  has  been  computed  by  months  and 
compounded  annually: 


Year 

Book  charges 

Interest 
on  accumu- 

Period 

Amount 

lated 
charges 

1920 

February,  1920,  to  November,  1920       

$8,  721.  64 

2,  994.  97 

3,  206.  35 
258.  49 
113.40 
477.  54 

4,  750.  44 
6,  692.  21 

83,  361.  70 
13,  079.  85 

$175.  8t 

1921 

December,  1920,  to  November,  1921 

683.  83' 

1922 

December,  1921,  to  November,  1922 

907.37 

1923 

December,  1922,  to  November,  1923 

1,011.07 

1924 

December,  1923,  to  November,  1924 

1,  083.  28 

1925 

December,  1924,  to  November,  1925  .         .               .. 

1,  167.  90 

1926 

December,  1925,  to  November,  1926 : 

1,  371.  66 

1927 

December,  1926,  to  November,  1927 

1,  791.  88- 

1928 

December,  1927,  to  November,  1928 

5,  212.  05. 

1929 

December,  1928 

»  1,685.31 

Total 

123,  656.  59 

14,  090. 1ft 

>  Interest  charge  for  January,  1929.    Interest  at  6  per  cent  not  compounded  would  amount  to  $12,278.88^ 
a  diflerence  of  $1,811.28. 


The  foregoing  statement  would  indicate  that  the  development  work  on  the 
project  was  dormant  during  the  years  1923,  1924,  and  1925.  Considering  the 
fact  that  no  interest  is  claimed  on  the  expenditures  by  Rocky  Mountain  I»()wer 


SURVEY  OF  CONDITION'S  OF  INDIANS  IN  UNITED  STATES     3643 

Co.  or  on  the  salaries  of  officials  of  the  Montana  Power  Co.,  I  think  that  the 
claim  for  interest  in  the  amount  of  $14,090.16,  less  the  $50  interest  for  January, 
1929.  on  the  $10,000  payment  to  Chas.  T.  Main  (Inc.)  may  be  allowed,  making 
the  interest  charge  $14,040.16. 

9.  Salaries  of  officers  of  the  Montana  Power  Co.,  $.'^0.998.60. — This  item  was 
not  in  the  original  informal  statement  of  costs.  I  think  it  was  added  at  the 
suggestion  of  representatives  of  the  Electric  Bond  &  Share  Co.  The  detail  of 
amount  claimed,  with  name  of  official  and  salary  for  cash,  is  shown  on  page  11 
of  the  formal  statement.  There  is  no  information  given  as  to  how  the  salaries 
for  the  several  officials  were  determined.  Considering  the  fact  that  Rocky 
Mountain  Power  Co.  was  organized  in  February,  1920 ;  that  the  Flathead  Lake 
development  was  undertaken  about  that  time ;  and  that  the  company  apparently 
has  paid  nothing  for  salaries  of  its  officers  up  to  December  31,  1928,  it  seems 
to  me  that  the  charge  for  salaries  is  not  unreasonable.  The  charge  amounts 
to  but  $4,555.40  per  year,  and  I  have  no  doubt  the  services  performed  on  behalf 
•of  Rocky  Mountain  Power  Co.  were  worth  that  much.     There  should  be  some 

understanding  as  to  what  account  or  accounts  are  to  be  credited  with  the 
$40,998.60  on  the  books  of  the  Montana  Power  Co.  in  case  it  is  allowed  as  a 
charge  to  the  project,  and  this  is  a  matter  in  which  the  Montana  State  com- 
mission will  probably  be  interested. 

10.  My  suggestion  is  that  the  claim  for  project  costs  up  to  January  31,  1929, 
be  approved  in  the  sum  of  $173,262.47,  arrived  at  as  follows : 

Amount  claimed  per  formal  statement $183,  312.  47 

Deduct : 

Payment  to  Chas.  T.  Main  (Inc.)  for  cancellation 

of  contract $10.  000.  00 

Interest  on  $10,000  for  January,  1929 50.  00 

10.  050.  00 

Cost  of  project  to  Jan.  31.  1929 173,  262.  47 

William  V.  King,  Chief  Accountant. 

Federal  Power  Commission, 

Washington. 
Referring  to  Mr.  King's  Memo  of  April  10: 

In  view  of  the  incontestable  fact  of  the  expenditure  of  $10,000  paid  to  T.  C. 
Main  and  the  difficulty  of  establishing  convincingly  that  the  expenditure  did  not 
appear  to  be  a  wise  one  at  the  time  it  was  made,  I  doubt  the  wisdom  of  reject- 
ing the  item.  As  a  rule,  I  think  payments  made  to  persons  in  no  way  interested 
in  the  license,  the  licensee,  or  associated  companies  will  have  to  be  allowed 
unless  they  are  grossly  improvident  expendtures. 

G.  E.  E. 
(5)   Copy  of  Letter  by  O.  C.  Merrill  to  Rocky  Mountain  Power  Co.,  Dated 

April  26,  1929 


Federal  Power  Commission, 

Washington,  April  26,  1929. 
Rocky  Mountain  Power  Co., 

No.  2  Rector  Street,  New  York,  N.  Y. 
(Attention  Mr.  C.  B.  Smith.) 
Gentlemen  :  Reference  is  made  to  your  letter  of  April  3,  relative  to  pre- 
license  cost  of  the  above-designated  project. 

In  accordance  with  your  request,  there  are  returned  herewith  the  original 
bills  covering  payments  made  by  the  Montana  Power  Co.  to  Chas.  T.  Main 
(Inc.),  on  account  of  Flathead  development,  aggregating  $39,114.61.  It  will  be 
unnecessary  to  reproduce  the  bills  for  the  files  of  this  office. 

The  staff  of  this   office  has  examined   your   statement   and   is  prepared  to 
present,  at  the  proper  time  to  the  commission  with  a  favorable  recommenda- 
tion, your  claim  of  $183,312.47  as  representing  the  prelicense  cost  of  the  project 
.as  of  January  31,  1929  (Not  approved.     W.  V.  K.). 
Very  truly  yours, 

O.  C.  Merrill,  Executive  Secretary. 
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(6)  Copy  of  Opinion  No.  8,  by  Charles  A.   Russell,   Solicitor,   Datei> 

September  30,  1929 

Federal  Power  Commission, 

Washingtan,  September  80,  1929. 
Solicitor's  Opinion  No.  8. 

Flathead  Lake  Project  No.  5,  Montana,  Rocky  Mountain  Power  Co. 
Memorandum  to  Mr.  King,  Chief  Accountant: 

You  have  submitted  to  me  the  record  in  the  above-entitled  matter,  consisting, 
of  the  files  of  this  commission,  and  have  asked  the  advice  of  this  office  upon 
the  question  of  the  inclusion,  in  the  prelicense  cost  of  the  project,  of  the  items- 
named  below: 

Payments  to  Chas.  T.  Main  (Inc.)  for  cancellation  of  contract $10,000.00- 

Interest 14,  090. 16 

Salaries  of  officials  of  the  Montana  Power  Co 40,  998.  60 

Other  items  charged  into  the  expense  accounts  of  F.  M.  Kerr  and 

other  officials  of  the  Montana  Power  Co.,  approximately 20, 000.  00 

Total— 85,  088.  76- 

STATEMENT   OF  THE   CASE 

The  application  of  the  Rocky  Mountain  Power  Co.  for  a  preliminary  permit 
was  dated  June  18,  1920,  and  subsequently  filed  with  this  commission. 

An  amendment  to  this  application,  to  conform  with  the  rules  and  regulations 
of  this  commission,  was  dated  December  31,  1920,  and  filed  with  this  commis- 
sion on  January  26,  1921. 

No  action  was  taken  on  the  preliminary  permit  application,  nor  has  there- 
ever  been. 

Application  for  a  license,  dated  March  26,  1928,  was  filed  with  this  com- 
mission on  March  27,  1928.     Orders,  No.  27,  were  issued  on  May  28,  1928^. 

The  Rocky  Mountain  Power  Co.  is  owned  and  controlled  by  the  Montana 
Power  Co.  and  the  performance  of  the  conditions  named  in  its  application  for 
license  is  guaranteed  by  the  Montana  Power  Co.  in  writing  under,  and  by  virtue 
of,  an  instrument  executed  on  May  23,  1928,  and  filed  with  this  commission  on 
May  24,  1928. 

Early  in  February,  1929,  the  then  executive  secretary  inquired  of  your  office 
as  to  whether  or  not  any  determination  had  been  made  of  the  prelicense  cost 
and  was  advised  by  you  that  none  had  been  so  made. 

On  February  18,  1929,  Mr.  J.  F.  Denison,  who  is  the  treasurer  of  the  Rocky 
Mountain  Power  Co.,  and  holds  the  same  office  with  the  Montana  Power  Co., 
accompanied  by  Mr.  C.  B.  Smith,  accountant  for  the  Electric  Bond  &  Share 
Co.,  left  with  your  office  a  statement  purporting  to  show  the  prelicense  cost 
of  this  project,  to  January  31,  1929,  in  the  sum  of  $143,004.68. 

Up  to  that  time  the  Electric  Bond  &  Share  Co.,  of  New  York,  had  not 
appeared  in  the  matter,  so  far  as  the  record  discloses,  but  shortly  after  the 
filing  of  the  informal  statement  on  February  18,  1929,  the  Rocky  Mountain 
Power  Co.,  under  the  direction  of  the  Electric  Bond  &  Share  Co.,  filed  a  state- 
ment in  accordance  with  the  provisions  of  Orders,  No.  27,  showing  the  prelicense 
cost  to  January  31,  1929,  which  statement  was  sworn  to  on  March  29,  1929, 
and  received  and  filed  in  the  offices  of  this  commission  on  April  8,  1929.  The 
latter  statement,  prep&red  by,  or  under  the  direction  of,  the  Electric  Bond  & 
Chare  Co.,  increases  the  amount  of  the  prelicense  cost  claimed  from  $143,004.68 
to  $180,131.52,  which  increase  is  represented  largely  by  the  claim  now  asserted 
as  a  claim  for  the  salaries  of  the  officials  of  the  Montana  Power  Co. 

In  other  words,  the  Montana  Power  Co.,  up  to  the  time  of  the  filing  of  the 
first  statement,  had  not  conceived  the  idea  of  charging  nearly  $41,000  for 
salaries  of  its  officials  until  advised  by  the  Electric  Bond  &  Share  Co.  to  in- 
clude this  in  the  prelicense  cost  as  per  the  last  statement  filed. 

The  record  further  discloses  that  at  the  time  of  the  first  prelicense  state- 
ment objections  were  made  by  you  to  certain  items  therein,  but  no  action  was 
taken  on  such  objections  by  any  of  the  officials  of  the  Federal  Power  Commis- 
sion. At  the  time  of  the  filing  of  the  amended  statement  by  the  Electric  Bond  »t 
Share  Co.  the  record  shows  that  you  again  made  written  objection  to  the 
prelicense  statement,  under  date  of  April  10,  1929,  and  the  record  shows  no 
action  was  taken  on  the  part  of  any  of  the  officials  of  the  Federal  Power 
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Commission  with  reference  to  this  last  objection,  except  that  the  chief  engineer, 
Major  Edgerton,  suggested  that  in  view  of  your  objections  Orders  No.  27  be 
suspended. 

The  record  further  shows  that  on  April  26,  1929,  the  then  executive  secre- 
tary, without  your  approval  and  over  your  objections,  addressed  a  letter  to  the 
Rocky  Mountain  Power  Co.  wherein  he  said : 

"The  staff  of  this  office  has  examined  your  statement  and  is  prepared  to 
present  at  the  proper  time  to  the  commission  with  a  favorable  recommenda- 
tion your  claim  of  $183,312.47  as  representing  the  prelicense  cost  of  the  project 
as  of  January  31,  1929." 

The  copy  of  this  letter  in  the  files  has  upon  it  a  notation  "  not  approved  " 
initialed  by  you. 

So  far  as  the  prelicense  cost  is  concerned,  nothing  has  been  done  since  that 
date,  and  the  matter  is  now  pending  before  this  commission  in  the  nature  of 
an  application  for  a  license,  the  prelicense  cost  of  which  has  been  approved 
by  the  executive  secretary  and  by  him  proposed  to  be  recommended  to  the 
commission  for  approval. 

Notwithstanding  the  fact  that  such  approval  has  been  made  and  such 
recommendation  about  to  be  made,  you  have  requested  the  opinion  of  this  office 
as  to  the  legality  of  such  claims  as  a  part  of  the  prelicense  cost  of  this  project. 

PAYMENTS   TO  CHAELES   T.    MAIN    (INC.),    $10,000 

This  claim  is  presumed  to  be  based  upon  a  contract  or  agreement  made  on 
March  20,  1926,  covering  certain  engineering  work  for  the  Black  Eagle  Falls 
development  and  the  Mulroney  development  for  the  Montana  Power  Co.,  sup- 
plemented by  a  letter  dated  July  8,  1927,  from  Charles  T.  Main  (Inc.)  to  the 
Montana  Power  Co.,  which  shows  that  there  are  other  jobs  on  which  no  con- 
struction work  has  been  done,  except  reports  and  estimates  as  follows : 

Flathead  Development  Report:  Estimated  cost  of  development,  $6,700,000. 

This  letter  from  Chas.  T.  Main  (Inc.)  did  not  constitute  an  amendment  to  the 
original  contract,  as  it  was  never  accepted  formally  by  the  Rocky  Mountain 
Power  Co. 

A  letter,  dated  July  22,  1927,  signed  by  Mr.  Kerr  as  vice  president  and  general 
manager  of  the  Rocky  Mountain  Power  Co.,  reads  as  follows : 

"  Dear  Mb.  Main  :  I  have  your  letter  of  July  8,  summarizing  the  status  of  our 
various  jobs.  It  is  agreeable  to  us  to  have  these  accounts  considered  as  you 
have  set  forth  in  your  letter,  and  to  have  our  fonner  agreement  extended  to 
cover  these  items.  I  have  not  had  an  opportunity  to  consult  Mr.  Ryan  in  this 
matter,  but  he  will  be  in  Montana  later  on,  and  I  will  then  have  an  opportunity^ 
to  take  it  up  with  him.    I  have  no  doubt  he  will  be  entirely  agreeable." 

This  letter  does  not  constitute  unequivocable  acceptance  of  any  such  thing  as- 
may  be  tenned  a  contract  in  the  letter  of  July  8,  1927,  but  in  view  of  the  decision 
here  made  it  is  immaterial. 

The  record  further  shows,  from  the  statement  of  April  6,  1928,  that  the  serv- 
ices of  Chas.  T.  Main  (Inc.)  up  to  and  including  the  month  of  November,  1928, 
were  paid  by  the  Montana  Power  Co.  and  the  whole  charged  as  a  part  of  the- 
capital  expense  of  the  Flathead  project. 

The  record  show^s  that  in  the  latter  part  of  February,  1929,  the  address  of  the 
Rocky  Mountain  Power  Co.  was  changed  to  2  Rector  Street,  New  York,  the  office 
of  the  Electric  Bond  &  Share  Co. 

The  record  further  shows  that  a  letter  from  J.  R.  Thomas,  assistant  treasurer 
of  the  Montana  Power  Co.,  addressed  to  J.  F.  Denison,  secretary  and  treasurer 
of  the  Rocky  Mountain  Power  Co.,  at  2  Rector  Street,  New  York,  dated  March  23, 
3929,  reads,  in  part,  as  follows: 

"  The  following  explanation  is  offered  in  substantiation  of  the  payment  of 
$10,000  to  Chas.  T.  Main  (Inc.)  for  their  withdrawal  from  the  Flathead  develop- 
ment undertaking:  As  per  written  agreements  between  the  Montana  Power  Co. 
and  Chas.  T.  Main  (Inc.)  it  had  been  understood  that  Chas.  T.  Main  (Inc.) 
would  supervise  the  plans  and  the  construction  of  the  power  plant  at  the  foot 
of  Flathead  Lake  when  the  necessary  Federal  license  had  been  secured.  Under 
this  understanding  they  supplied  the  services  of  their  organization  at  bare  cost 
with  the  idea  that  a  reasonable  profit  would  eventually  be  realized  when  con- 
struction was  authorized  and  begun.  Under  our  new  relationship  with  Electric 
Bond  &  Share  Co.,  however,  we  will  be  able  to  avail  ourselves  of  the  engineering 
services  of  that  company  hereafter  in  construction  undertakings  of  this  charac- 
ter, and  it  was  considered  to  be  to  the  best  interests  of  Rocky  Mountain  Power 
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Co.  and  the  Montana  Power  Co.  to  withdraw  from  the  contract  entered  into 
with  Chas.  T.  Main  (Inc.).  As  a  result  of  conferences  between  Mr.  Charles  T. 
Main,  Mr.  John  D.  Ryan,  and  Mr.  F.  M.  Kerr  the  sum  of  $10,000  was  agreed  upon 
a.s  a  fair  and  equitable  measure  of  the  profit  accrued  to  Chas.  T.  Main  (Inc.) 
undor  the  contract." 

In  the  last  analysis  it  amounts  to  a  claim  for  unliquidated  damages  for 
breach  of  contract  between  the  Montana  Power  Co.  and  Chas.  T  Main  (Inc.), 
as  directed  by  the  Electric  Bond  &  Share  Co.,  to  which  this  applicant  was  not 
a  party. 


Under  the  act  this  commission  is  directed  to  find  the  actual  legitimate  cost 
of  construction  of  the  project  so  that  whether  the  $10,000  was  paid  by  the 
Montana  Power  Co.  or  not  is  here  immaterial.  It  was  not  an  actual  legitimate 
cost  of  construction  of  this  project  and  should  not  be  included  under  any 
circumstances.  We  are  not  dealing  with  fair  value.  We  are  dealing  with  the 
water  power  act  and  under  the  law  which  controls  the  activities  of  this  com- 
mission such  amount  of  $10,000  can  not,  and  must  not,  be  included  as  an  actual 
cost  of  construction,  because  it  is  not  any  such  thing.  If  the  Electric  Bond  & 
Share  Co.,  in  taking  over  the  supervision  of  this  company's  affairs  and  before 
so  doing,  desired  to  eliminate  Chas.  T.  Main  (Inc.),  and  cause  that  contract 
to  be  abrogated,  that  is  its  business,  but  it  is  an  improper  charge  to  the  actual 
cost  of  the  construction  of  the  project  upon  which  the  public  will  be  required 
to  pay  rates  and  which  sum  is  returnable  to  the  licensee  at  the  termination  of 
the  license,  and  paid  by  the  Government.  The  claim  is  so  preposterous,  in  the 
face  of  the  statute,  that  it  does  not  seem  to  need  further  discussion. 

INTEREST,   $14,090.60 

This  claim  is  based  upon  a  computation  for  interest  on  moneys  expended  by 
the  Montana  Power  Co.,  from  time  to  time,  during  the  years  1920  to  1928, 
inclusive,  plus  the  first  month  of  1929,  as  shown  on  page  11  of  the  statement 
filed  by  the  E'ectric  Bond  &  Share  Co. 

BBBCF 

Inasmuch  as  this  question  of  interest  is  brought  forward  in  every  case  in 
which  the  capital  structure  or  accounting  matters  are  involved,  it  is  deemed 
expedient  at  this  time  to  determine  the  question  as  to  the  allowance  of  interest 
and  thus  prevent  a  repetition  of  the  question  as  each  occasion  arises. 

At  no  place  in  the  Federal  water  power  act  is  there  any  provision  for  the 
allowance  of  interest  on  capital-account  items.  Section  14,  under  which  this 
proceeding  is  had,  provides,  among  other  things : 

"That  the  values  allowed  for  water  rights,  rights  of  way,  lands,  or  interest 
in  lands  shall  not  be  in  excess  of  the  actual  reasonable  cost  thereof  at  the  time 
of  acquisition  by  the  licensee:     *     *     *." 

It  will  be  noted  that  there  is  no  statutory  provision  for  the  allowance  of 
interest,  but  there  is  a  provision  for  the  determination  of  the  actual  reason- 
able cost  only  and  the  time  is  fixed  as  of  the  time  of  the  acquisition.  This  is 
the  basis  of  net  investment,  or,  in  other  words,  the  actual  legitimate  cost  of  con- 
struction.    (See  solicitor's  opinion  No.  2.) 

Unless  there  is  an  explicit  provision  in  the  statute  for  the  allowance  of  inter- 
est, it  does  not  appear  to  me  that  such  interest  may  be  allowed.  The  law  allows 
interest  only  on  the  ground  of  a  contract,  express  or  implied,  for  its  payment, 
or  as  damages  for  the  detention  of  money,  or  for  the  breach  of  some  contract, 
or  the  violation  of  some  duty,  or  where  it  is  provided  for  by  statute.  (33  C.  J. 
182  and  cases  cited.) 

It  is  very  generally  stated  that  interest  is  of  purely  statutory  origin  and  not 
the  creature  of  the  common  law ;  and  that  interest  should  be  refused  except  in 
such  cases  as  come  within  the  terms  of  the  statute,  unless  it  has  been  con- 
tracted for,  either  expressly  or  impliedly.  And  it  has  been  said  that  to  deter- 
mine whether  interest  Is  to  be  allowed  in  a  particular  case  is  a  mere  matter  of 
statutory  interpretation,  even  where  it  is  contended  that  great  injustice  will 
be  done  In  a  particular  case.    (33  C.  J.  183  and  cases  cited.) 

So  that,  it  is  clear,  unless  there  Is  express  provision  In  the  statute  for  allow- 
ance of  interest,  no  Interest  can  be  allowed  in  this  proceeding  on  these  items. 
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The  Supreme  Court  of  the  United  States  has  held  that  as  a  general  rule  inter- 
est is  not  recoverable  from  the  Government.  ( Sheckels  v.  District  of  Columbia, 
246  U.  S.  338.)  While  it  may  be  said  that  this  is  not  a  strict  case  of  recovering 
from  the  Government,  yet  it  results  in  dealings  between  the  Government  and  the 
applicant  in  which  the  Government  is  interested  in  the  amount  of  money  that  it 
shall  pay  at  the  termination  of  the  license,  and  is  likewise  interested  in  the 
amount  of  money  upon  which  the  rate  payers  shall  pay  a  return,  so  that,  in  the 
face  of  the  statute  making  no  provision  for  interest  at  all  the  whole  item  of 
interest  upon  these  payments  should  be  entirely  eliminated  from  the  capital 
account. 

It  may  be  contended  that  under  the  Accounting  Rules  of  the  Interstate  Com- 
merce Commission  there  is  provision  for  the  allowance  of  interest  during  con- 
struction wherein  the  rule  provides : 

"  This  account  shall  also  include  reasonable  charges  for  interest,  during  the 
construction  period  before  the  property  becomes  available  for  service,  on  the 
carrier's  own  funds  expended  for  construction  purposes." 

This  classification  of  accounts  and  the  determination  of  the  items  to  be  charge- 
able to  those  accounts  is  based  upon  the  act  to  regulate  commerce.  There  is  no 
provision  in  the  interstate  commerce  act  requiring  the  Interstate  Commerce 
Commission  to  find  the  actual  cost  of  acquisition  or  the  actual  cost  of  construc- 
tion. The  Interstate  Commerce  Commission  is  dealing  with  an  entirely  different 
subject.  The  question  of  net  investment  in  the  properties  is  not  circumscribed 
by  a  strict  statutory  provision  such  as  the  water  power  act. 
•  And,  even  though  it  were,  the  rule  does  not  permit  the  inclusion  of  an  arbi- 
trary or  estimated  amount  of  interest,  but  permits  the  inclusion  only  of  such 
items  of  interest  upon  the  carrier's  own  funds,  which  were  expended  for  con- 
struction purposes. 

The  classification  of  accounts  of  the  Interstate  Commerce  Commission,  con- 
trolling this  commission  by  a  statutory  provision,  deals  with  what  the  carriers 
may  do  subsequent  to  the  adoption  of  those  rules.  That  is.  in  any  construction 
of  railroads  taking  place  after  the  passage  of  the  act  and  the  adoption  of  the 
rules,  the  allowance  of  interest  during  that  construction  may  be  made  as 
provided  in  those  rules,  but  at  no  place  in  the  interstate  commerce  act  is  there 
provision  that  the  interest  during  construction  of  past  performances  shall  be 
computed  in  that  manner. 

Of  course,  under  a  reproduction  theory  interest  during  construction  is  esti- 
mated, but  we  are  not  dealing  with  reproduction  values ;  we  are  not  dealing 
with  fair  value ;  we  are  controlled  by  the  water  power  act. 

Therefore  the  rules  set  forth  in  the  classification  of  accounts  of  the  Inter- 
state Commerce  Commission,  here  discussed,  are  not  applicable  to  the  question 
of  allowance  of  interest  under  the  facts  in  this  case  where  we  are  determining 
the  actual  reasonable  cost  of  the  acquisition  of  the  property  by  the  licensee. 

It  must  be  borne  in  mind  that  these  prelicense  costs  are  not  in  the  nature 
of  actual  construction.  These  are  costs  which  are  expended  for  the  purpose  of 
determining  whether  there  shall  be  any  actual  construction  or  not  and  in  the 
nature  of  a  protective  right  to  the  licensees  or  permittees  so  that  any  expendi- 
tures by  them  will  be  protected  in  case  they  decide  to  begin  construction 
subsequent  to  the  investigation. 

If  there  were  any  actual  payment  made  of  interest  during  this  period,  then  it 
might  follow  that  such  item  so  actually  paid  would  become  an  actual  legitimate 
reasonable  cost  of  such  project,  but  that  would  not  be  includible  in  the  pre- 
license cost,  but  would  be  a  matter  for  determination  of  the  actual  construction 
cost  subsequent  to  construction  commencement. 

COMPOUND  INTEREST 

It  is  the  policy  of  the  power  companies,  in  filing  their  capital  account  state- 
ments with  this  commission,  to  compound  interest.  This  is  strictly  prohibited 
by  law  and  the  rule  of  law  is  that  in  the  absence  of  contract  compound  interest 
is  not  allowed  to  be  computed  upon  a  debt  and  the  courts  look  upon  it  with 
apprehension  and  disregard  any  claim  for  compound  interest  unless  there  is 
an  express  contract  or  unless  there  is  an  express  statutory  provision  permitting 
and  allowing  interest  to  be  compounded  as  it  is  against  public  policy.  ( See  Sec. 
33,  C.  J.  191,  text  and  decisions  following.) 

The  rule  may  as  well  be  settled  now  as  at  some  other  time  that  under  the 
law  interest  items,  except  during  construction,  will  not  be  permitted  or  allowed, 
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and  I  submit  this  memorandum  to  the  end  that  the  commission  may  ultimately 
and  tinally  determine  and  decide  that  question. 

There  is  no  necessity  of  prolonging  the  discussion ;  there  is  no  necessity  of 
continuous,  repeated  conferences  over  the  question.  The  matter  ought  to  be 
settled  and  determined  as  a  broad  principle  in  the  inception  of  the  work  and 
thus  curtail  the  necessity  for  additional  conferences,  additional  time,  labor,  and 
services. 

If  interest  is  to  be  allowed,  as  claimed  under  the  facts  in  this  case,  or  if 
interest  is  to  be  denied,  now  is  the  time  to  settle  the  question. 

I  respectfully  submit  that  as  to  this  claim  the  entire  amount  should  be 
rejected  as  not  a  proper  chargeable  item  to  the  actual  cost  of  acquisition  of 
whatever  property  may  have  been  acquired  thereunder. 

SALARIES  OF  OFFICIALS  OF  THE  MONTANA  POWER  CO.,  $40,998.00 

This  is  the  claim  that  was  the  afterthought  of  the  Electric  Bond  &  Share 
Co.  This  is  another  attempt  to  capitalize  the  operating  expenses  of  a  parent 
corporation.  These  expenses  were  paid,  so  far  as  this  record  shows,  by  the 
Montana  Power  Co.  many  years  prior  to  the  date  of  the  assertion  of  the 
claim  before  this  commission.  The  salaries  of  these  officials,  as  set  forth  in 
the  now-claimed  statement,  are  salaries  of  the  officials  and  employees  of  the 
Montana  Power  Co.  There  is  no  question  as  to  that  statement  of  fact.  The 
Montana  Power  Co.  is  a  public-service  corporation,  engaged  in  the  distribution 
of  electric  energy  throughout  the  State  of  Montana.  Whatever  salaries  were 
paid  to  these  officials,  as  claimed  in  the  statement,  w^ere  paid  out  of  the  operat- 
ing expenses  of  the  Montana  Power  Co.  and  as  such  were  contributed  by  the 
public,  and  to  now  permit  this  company  to  include  such  salaries  as  part  of  the 
capital  account  of  the  Flathead  project  would  be  capitalizing  the  operating 
expenses  of  the  Montana  Power  Co.,  which  under  the  law  and  the  decisions 
of  the  courts  can  not  be  done.  (See  solicitor's  opinion  No.  5  and  supplement 
thereto  containing  citation  of  authorities.) 

OTHER    ITEMS    CHARGED    INTO    THE    EXPENSE    ACCOUNTS    OF    F.    M.    KERR    AND    OTHER 
OFFICIALS   OF  THE   MONTANA   POWER   CO.,    APPROXIMATELY,    $20,000 

There  is  included  in  the  claimed  prelicense  cost,  in  the  nature  of  charges 
actually  accrued  and  entered  in  the  accounts  as  of  January  31,  1929,  but  not 
paid  as  of  that  date,  items  representing  personal  expenses,  donations,  contri- 
butions, railroad  fares,  and  hotel  expenses  of  divers  and  sundry  officials  em- 
ployed by  the  Montana  Power  Co.,  and  also  such  expenses  by  parties  not  con- 
nected with  the  Montana  Power  Co.  or  the  Rocky  Mountain  Power  Co.,  the 
applicant  herein. 

As  to  all  of  these  expenses,  the  record  discloses  that,  w^hile  the  same  are 
itemized  for  each  individual,  the  fact  remains  that  the  same  record  shows  that 
such  itemized  expenses  day  by  day  have  been  totaled  and  thereupon  an  arbitrary 
part  of  the  total  expenses  of  each  individual  charged,  or  rendered,  in  the 
nature  of  an  account  to  the  Rocky  Mountain  Power  Co. 

These  items,  so  charged  to  the  applicant,  are  unidentified ;  they  are  arbitrarily 
determined  from  totals  attributable  to  all  sorts  of  expenditures;  totals  that  in- 
volve trips  to  New  York,  Washington,  Miles  City,  Great  Falls,  Billings,  Wise 
River,  and  other  projects  that  are  several  hundred  miles  distant  from  the  jn-oject. 
under  consideration  and  no  connection  whatsoever  shown  as  to  why  such  ex- 
penses should  be  allocated  to  this  applicant.  Donations  have  been  included 
In  such  cost  running  into  hundreds  of  dollars  which  were  made  to  charitable 
organizations  in  the  nature  of  churches,  Y.  M.  C.  A.'s,  Boy  Scouts,  etc.  There 
are  also  contributions  to  individuals  for  Indians  with  no  explanation  as  to 
who,  why,  where,  when,  or  what  for.  To  go  into  the  details  of  these  charges 
would  be  an  endless  and  extended  memorandum,  but  a  cursory  examination  of 
the  expense  accounts  attached  shows  conclusively  that  there  is  no  foundation 
whatever  for  the  inclusion  of  these  items,  as  proposed,  as  an  actual  legitimate 
cost  of  construction  of  the  project  under  consideration. 

Taking  up  the  matter  of  donations,  contributions,  dues,  etc.,  the  commissions 
and  courts  have  universally  held  that  such  charges  should  be  borne  by  the 
stockholders  and  not  charged  to  the  ratepayers  of  the  utility  or  to  the  rate- 
paying  public.  No  decisions  are  found  to  the  contrary  and  it  is  the  universal 
rule  that  expenses  for  picnics,  photographs  or  employees,  rodeo  stock,  chari- 
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table  organizations,  magazines,  newspapers,  floral  pieces,  and  music  should  not 
be  imposed  upon  the  ratepayers  of  utilities.  See.  Reno  Power,  Light  &  Water 
Co.  V.  Public  Service  Commission  of  Nevada,  United  States  ditrict  court,  by 
Judge  Farriiigton,  reported  P.  U.  R.  1923E  495-501. 

Charges  to  operating  exi>enses,  consisting  of  donations,  presents,  club  dues, 
etc.,  should  be  paid  oui  of  net  earnings.  (Red  River  Power  Co.,  North  Dakota, 
P.  U.  R.  1923E  53J-567. 

"Donations  to  charity  can  not  be  charged  in  operating  exi>enses."'  (In  re 
Crystal  City  Gas  Co.,  New  York,  P.  U.  R.  192E  91-102.) 

Evidence  of  items  consisting  of  club  dues  and  donations  to  charities  were 
considered  by  the  Idaho  commission  and   that  commission   said: 

'•  The  evidence  does  not  warrant  the  charge  of  these  items  to  the  ratepayer." 
(Idaho  Power  Co.  v.  Thompson,  P.  U.  R.  1927D,  388-402.) 

This  same  commission,  in  considering  donations  in  a  similar  case,  held : 

"  *  *  *  the  commission  is  of  the  opinion  that  such  donations  should  be 
borne  bv  the  company  and  not  by  the  ratepayer,  and  so  finds."  (In  re  Boise 
Water  Co.  P.  U.  R.  1926D,  321^60.) 

The  Pennsylvania  commission  has  likewise  followed  the  general  rule  when 
it  said : 

"  Donations  are  payable  out  of  fair  return  and  will,  therefore,  be  excluded 
from  operating  expenses."  (Herring  v.  Clark's  Ferry  Bridge  Co.,  P.  U.  R. 
1926D,  514-530.) 

Such  expressions,  of  course,  mean  that  not  being  chargeable  or  includible  in 
operating  expenses  any  such  donations,  etc.,  should  be  paid  by  the  stock- 
holders and  directors  of  the  company  and  are  not  to  be  borne  by  the  rate- 
paying  public. 

The  West  Virginia  commission  has  definitely  adopted  the  policy  when  it  said : 

"  The  company  has  charged  to  operating  expenses  the  sum  of  $566  for  dona- 
tions. The  commission  is  of  the  opinion  that  donations  should  be  borne  by 
the  company  and  not  by  its  consumers,  therefore  this  amount  is  not  allowed  as 
an  operating  expense."  (In  re  Cumberland  &  Allegheny  Gas  Co.,  P.  U.  R. 
1928B,  20-76.) 

"  *  *  *  payments  for  dues  and  donations,  amounting  to  $910.28.  while 
commendable  for  the  most  part,  should  not,  in  the  opinion  of  this  commission, 
be  made  at  the  expense  of  a  utility's  customers.  Such  items  in  reality  are  a 
stockholders'  expense,  and  as  such  should  be  charged  to  surplus  rather  than  to 
operating  expenses."  (In  re  Capital  City  Water  Co.,  Missouri,  P.  U,  R.  1928C, 
436,  458-459.) 

These  items,  shown  on  their  face  to  be  donations,  according  to  the  itemized 
expense  account,  should  be  totally  eliminated  from  any  computation  made  by 
this  applicant  as  not  a  proper  charge  to  the  capital  account  of  this  applicant  for 
the  reason  that  if  the  stockholders  desire  to  make  contributions  that  is  their 
own  business  and  must  be  at  their  own  expense.  The  ratepaying  public  and 
consumers  should  not  be  required  to  bear  the  burden  of  promiscuous  donations 
even  though  commendable. 

Such  a  procedure,  even  though  the  amount  involved  may  be  small,  when 
adopted  by  the  Federal  Power  Commission  would  open  the  door  to  fraud, 
deception,  illegal  transactions,  and  against  public  policy,  and  if  permitted  in 
one  instance,  sanctioned  by  this  commission,  the  power  companies  throughout 
the  country  could,  by  donations  of  unlimited  amounts,  use  the  rate  payers' 
money  for  the  purpose  of  influencing  public  opinion,  controlling  local  politics 
and  policies,  against  the  will  and  express  desire  of  the  consuming  public. 

The  time  to  stop  this  process  is  in  its  inception,  and  while  I  may  be  criti- 
cized, as  I  expect  to  be.  for  raising  the  question  where  the  item  is  comparatively 
small,  yet  I  do  not  propose  to  violate  my  oath  as  an  attorney  at  law  and  sit 
idly  by  and  permit  this  commission  to  be  led  into  the  position  of  recognizing 
and  sanctioning  charges  of  this  character  which  would  lead  to  criticism,  and 
justly  so,  when  examined  in  later  years  by  those  in  authority.  These  items 
being  wholly  contrary  to  the  statute,  contrary  to  the  decisions  of  the  commis- 
sions and  courts,  can  not  be  included  or  recognized  in  the  accounts  of  these 
power  companies,  and  to  do  so  would  be  a  violation  not  only  of  the  statute  itself, 
but  would  be  contrary  to  the  decisions  which  have  been  carefully  considered, 
properly  adjudged,  and  entered  as  the  policy  governing  the  public  and  the  power 
companies. 
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Reviewing  uext  tlie  expense  accounts  filed  by  Mr.  Kerr  and  otlier  officers  and 
employees  of  the  Montana  Power  Co.,  it  is  noted  that  there  are  many,  many 
items  of  uncertain  description,  one  of  such.  rt-piMtedly  occurring,  being  a 
"special  expense"  item  of  $85.  Directing  your  jilteniion  to  the  expense  item 
of  April  15,  1927,  of  Mr.  Kerr,  here  is  an  iieni  beginning  with  January  14,  ex- 
tending through  to  December  81,  covering  a  matter  of  a  year,  upon  which  they 
have  allocated  out  of  the  $2,607.47  the  amount  of  $2,000  to  the  capital  cost  of 
this  project.  This  is  too  uncertain  and  indefinite  to  be  recognized.  If  any  part 
of  this  sum  has  been  paid  as  a  part  of  the  expense  in  obtaining  the  permit  or 
the  license  of  this  applicant,  it  will  do  no  harm  to  point  out  in  that  expense 
account  what  part  is  so  attributable. 

Furthermore,  there  are  items  included  here  such  as  Hamilton  powwow. 
Those  of  us  who  have  lived  in  the  far  West  know  what  an  Indian  powwow  is, 
but  why  in  the  Lord's  name  the  consumers  of  this  utility  and  the  general  public 
at  large  should  be  expected  to  stand  the  expense  of  an  Indian  powwow  is  more 
than  I,  as  a  lawyer,  can  understand  and  is  probably  beyond  the  conception  of 
any  layman.     Such  conduct  can  not  be  too  severely  condemned. 

Again,  under  the  expense  item  of  January  4,  1928,  extending  from  October 
19  to  December  13,  the  whole  amount  of  $2,479.39  is  charged  to  this  project. 
Does  Mr.  Kerr  mean  to  say  that  during  those  three  months  all  of  this  expense 
involved  this  single  project,  or  did  he  do  some  business  for  the  Montana  Power 
Co.,  for  the  Anaconda  Copper  Co.,  and  for  the  Electric  Bond  &  Share  Co.  dur- 
ing that  time?  It  w^ill  be  noted  from  this  item  that  there  is  more  than  $1,200 
for  hotel  bills  alone,  in  addition  to  which  there  is  the  everrepeated  "  special 
expense  "  and  $100  donation  to  Steve  Murphy.  It  would  be  interesting  to  have 
Mr.  Kerr  explain  who  Steve  Murphy  is  and  what  work  he  did  on  this  develop- 
ment. It  is  unnecessary  to  go  through  each  item  of-  these  expense  accounts 
and  point  out  the  ridiculous,  preposterous,  and  illegal  claims  as  evidenced 
therein ;  the  face  of  the  ainpunts  show  that. 

This  whole  claim  of  this  expense  account  should  be  entirely  rejected  and 
thrown  out  of  the  computation  for  the  reason  here  urged  with  instructions  to 
this  applicant  to  make  up  a  claim  setting  forth  the  identical  items  which  are 
chargeable  to  this  project,  if  any,  without  including  expenditures,  percentages, 
or  deductions  from  items  which  are  wholly  improper. 

As  evidenced  by  the  first  sheet  of  Mr.  Kerr's  account,  under  date  of  March  31, 
1922,  there  is  charged  to  this  applicant  the  sum  of  $86.14.  This  item  is  readily 
deductible  from  the  claim  as  constituting  the  six  items  beginning  with  the  one 
headed  "  To  Missoula  "  and  ending  with  the  one  "  To  Butte."  Why  is  it  neces- 
sary to  encumber  this  record  with  donations  to  Frank  A.  Hazelbaker,  who  lives 
down  in  Beaverhead  County,  for  making  a  trip  to  Great  Falls,  in  no  instance 
where  he  would  come  nearer  than  300  miles  from  this  project?  Why  is  it 
necessary  to  include  donations  to  Reverend  Berry,  in  Butte,  and  "  special  ex- 
pense "  of  $35  and  items  concerning  travel  outside  the  territory  where  this 
project  is  located?  There  can  be  but  one  answer — that  it  is  an  attempt  to  have 
this  commission  approve  items  which  are  wholly  illegal  and,  therefore,  lay  a 
basis  and  foundation  for  the  injection  of  further  illegal  items  into  these  expense 
accounts  from  time  to  time.  This  one  page  of  the  expense  account  can  be  elim- 
inated, and  the  item  of  $86.14  can  be  sustained,  as  it  is  undoubtedly  proper; 
but  it  is  not  proper  to  have  this  commission  assume  the  illegal  charges  which 
were  incorporatcKi  in  that  bill  and  then  accept  a  deduction  from  some  one  un- 
known to  this  commission  and  unknown  to  this  record.  That  statement  applies 
to  every  one  of  these  accounts,  and  it  is  my  opinion,  and  I  suggest,  that  the 
whole  of  this  expense  account  be  entirely  eliminated  and  the  applicant  be  re- 
quired to  furnish  an  actual,  detailed  statement  of  expense  which  is  applicable 
to  this  project. 

It  is  not  for  this  commission  to  prove  what  the  applicant  expended  :  it  is  not 
for  this  commission  to  detail  employees  to  check  from  a  lump-sum  statement 
of  any  character  which  this  applif  nnt  may  desire  to  present  and  to  undertake 
to  pi-o\<'  to  the  commission  throuL^li  its  own  employees  that  the  account  is  cor- 
rect. It  is  up  to  this  applicant  t<i  pro<(mt  to  this  commission  a  clnim  that  is 
free  from  doubt,  that  is  fr(>(>  I'roni  ^-rilicism,  and  until  it  i)i-(>s(Mit--'  siidi  a  clnini. 
whicli  <;in  l»o  ;is<'«'rt:iint'(l.  which  can  be  understood,  and  wliidi  is  Icual  in  form. 
as  to  its  contents.  an<i  chiinis,  the  whole  of  this  claim  should  be  i-c.ic(  i(  d. 
Respectfully  -nhniittc(h 

Chas.  a.  Russkll.  Solicitor. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3651 

(9)   Copy  of  Memorandum  by  O.  C.  Merrill  to  First  Assistant  Secbetaby 
OF  THE  Interior,  Dated  April  30,  1929 

Federal  Power  Commission. 

Washinoton,  April  30.  J929. 
Memorandum  for  First  Assistant  Secretary  of  the  Interior, 

Referring-  to  letter  of  Mr.  J.  Alex  Dingwall,  jr.,  of  April  24,  in  regard  to  the 
rights  of  the  Montana  Water  Power  &  Electric  Co.  to  a  power  project  on 
Flathead  River,  Mont.,  the  following  is  submitted  : 

It  appears  that  more  than  20  years  ago  the  company  made  some  filings  with 
the  Interior  Department,  but  that  no  permit  was  issued  and  no  rights  were 
granted.  The  company  made  application  on  December  13,  1920,  to  the  Federal 
Power  Commission  for  a  license,  pursuant  to  the  terms  of  the  Federal  water 
power  act  (41  Stat.  1063),  which  became  a  law  on  June  10,  1920.  This  was 
considered  along  with  other  applications,  and  at  its  meeting  of  March  2,  1923, 
the  commission  voted  that  the  application  be  rejected  as  "  not  being  well 
adapted  to  the  fullest  practicable  utilization  of  the  power  resources  of  said 
stream,  and  said  applicant  not  having  made  satisfactory  showing  of  financial 
and  technical  ability  to  carry  out  the  proposed  development."  The  company 
requested  a  reconsideration  of  the  rejection  of  its  application,  but  the  commis- 
sion at  its  meeting  of  April  30,  1923,  voted  to  deny  the  request,  as  no  new 
facts  were  presented  which  would  justify  a  reconsideration  of  the  action 
taken. 

The  Rocky  Mountain  Power  Co.,  a  corporation  afllliated  with  the  ^tlontana 
Power  Co.,  of  Butte,  Mont.,  applied  to  the  Federal  Power  Commission,  on 
January  26,  1921,  for  a  preliminary  permit  for  five  sites  on  Flathead  River 
below  Flathead  Lake,  and  for  storage  on  Flathead  Lake  (project  No.  5).  On 
March  27,  1928,  it  applied  for  a  license  for  the  first  dam  below  the  outlet  of 
Flathead  Lake,  this  being  the  dam  site  covered  by  the  Montana  Water  Power 
&  Electric  Co.'s  application. 

On  January  11,  1928,  Walter  H.  Wheeler,  of  Minneapolis,  Minn.,  made  appli- 
cation for  a  preliminary  permit  for  five  dams  on  Flathead  River  and  for  stor- 
age on  Flathead  Lake  (project  No.  868),  substantially  the  same  as  the  Ro<'ky 
Mountain  Power  Co.'s  project.  Both  of  these  applications  are  now  under  con- 
sideration by  the  staff  of  the  Federal  Power  Commission,  but  no  assurance 
can  be  given  as  to  when  they  may  be  presented  to  the  commission  with  recom- 
mendations for  their  disposition. 

On  May  1,  1928,  Mr.  George  L.  MacGibbon,  president  of  the  Montana  Water 
Power  &  Electric  Co.,  submitted  an  application  for  preliminary  permit  substan- 
tially identical  with  the  one  originally  filed  on  December  13.  1920.  He  was 
notified  by  the  executive  secretary  of  the  Federal  Power  Commission  thnt  there 
appeared  to  be  no  ground  for  the  reconsideration  of  the  case. 
Very  truly  yours, 

O.  C.  Merrill,  Executive  Secretary. 


(10)   Copy  of  Letter  by  F.  E.  Bonner  to  the  Commissioner.  Oitice  of  Indian 
Affairs,  Dated  September  23,  1929 

Federal  Power  Commission. 
Washington,  Septemt)er  23,  1929. 

Dear  Mr.  Rhoads  :  Reference  is  made  to  the  assistant  commissioner's  letter 
of  August  31,  1929,  in  which  he  passed  on  for  our  information  certain  state- 
ments regarding  Flathead  project  power  capacities  made  by  Mr.  F.  M.  Kerr, 
vice  president  of  the  Montana  Power  Co.,  at  the  Senate  committee  hearing 
recently  held  on  the  project.  Surprise  was  expressed  at  the  wide  difference 
between  the  figures  given  by  Mr.  Kerr  and  those  given  by  this  office  in  the 
summary  of  the  Chief  Engineer's  report  dated  August  23. 

We  do  not  have  a  copy  of  the  Senate  committee  hearings  or  Mr.  Kerr's  state- 
ment, but  think  that  perhaps  the  following  explanation  will  give  you  a  clearer 
understanding  of  the  reason  for  the  differences : 

The  power  capacity  of  a  project  under  the  commission's  rule  (Regulation  1, 
sec.  15.  of  the  Rules  and  Regulations)  '*  means  the  continued  product  of — 

"A.  The  factor  0.08 ; 

"  B.  The  average  static  head  in  feet ;  and 
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"  C.  Tlie  water  supply,  in  cubic  feet  per  second  and  not  in  excess  of  the 
hydraulic  capacity  of  the  approved  project  works,  estimated  to  be  available 
from  natural  flow  or  from  storage,  or  from  both,  for  90  per  cent  of  the  time." 

This  is  a  simple,  approximate  rule  adopted  to  avoid  controversies  over  avail- 
able flow,  utilization  factor,  load  factor,  wheel  efficiencies,  friction  losses  in 
conduits,  etc.,  which  are  likely  to  arise  if  the  more  exact  but  complicated 
methods  of  determining  capacity  are  used.  The  90  per  cent  of  time  flow  is 
in  quite  general  use  to  determine  the  value  of  a  stream  for  power  purposes, 
though  sometimes  in  combination  with  the  50  per  cent  of  time  or  average  flow. 
The  90  per  cent  of  time  flow,  with  1,160,000  acre-feet  storage  in  Flathead  Lake 
between  elevations  2,883  and  2,893  was  determined  by  the  applicant  as  5,400 
cubic  feet  per  second.  The  determination  by  this  office  is  5,440  cubic  feet  per 
second,  the  difference  being  that  we  have  increased  the  storage  to  1.205,000 
acre-feet  by  adding  river-channel  storage  above  the  lake.  The  average  static 
head  used  by  the  applicant  and  this  office  is  185  feet.  The  power  capacity  of 
the  project,  with  the  initial  storage  proposed,  is  therefore  by  the  applicant's 
computation  : 

.08X185X5,400=80,000 
and  bv  our  computation: 

.08  X 185  X  5,440=80,500 

You  will  note  that  the  applicant  and  this  ofiice  agree  very  closely  on  this 
computation  of  power  capacity.  This  capacity  is  independent  of  the  installed 
capacity,  except  that  it  can  not  exceed  the  hydraulic  capacity  of  the  approved 
project  works.  It  is  intended  as  a  rating  of  the  value  of  the  site,  irrespective 
of  the  degree  to  which  the  applicant  proposes  to  utilize  it  by  installation,  and 
it  is  believed  to  be  the  fairest  method  of  assessing  charges.  If  one  licensee 
makes  better  use  of  his  site  than  another  by  expending  more  for  installation, 
he  should  not  be  penalized  for  it  by  increased  charges.  This  rule  for  capacity 
rating  for  projects  is  used  in  determining  the  annual  charges  for  administration 
and  for  use  of  public  lands,  but  it  is  not  necessarily  the  basis  for  determining 
the  annual  charges  for  use  of  Indian  tribal  lands.  In  estimating  the  value  of 
such  lands  '*  for  the  most  profitable  purpose  for  which  suitable,  including  power 
development,"  consideration  can  and  should  be  given  to  marketable  secondary 
power  and  other  elements  which  add  to  the  commercial  value  of  the  site. 

The  latest  plans  of  the  Montana  Power  Co.  regarding  installation,  so  far  as 
we  have  been  advised,  are  set  forth  in  the  summary  of  the  engineer's  report. 
Two  50,000  horsepower  wheels  with  35,000  kilowatt  generators  are  to  comimse 
the  initial  installation.  This  100,000  horsepower-70,000  kilowatt  installation 
is  the  one  to  be  compared  with  our  80,500  horsepower  rating  of  the  project.  It 
is  suitable  to  utilize  the  90  i>er  cent  of  time  flow  on  a  power  system  with  80 
per  cent  load  factor.  Provision  is  made,  however,  for  the  future  installation 
of  a  third  and  a  fourth  unit  of  the  same  size.  The  third  is  to  be  added  when 
justified  by  growth  of  load,  and  the  fourth  will  depend  upon  means  being  found 
to  economically  increase  the  regulated  flow,  either  through  greater  storage  and 
drawdown  in  Flathead  Lake,  storage  in  Hungry  Horse  Reservoir,  or  other  sites 
on  tributaries  of  the  Flathead  River,  or  some  combination  of  these  possibilities. 
It  is  estimated  that  3  feet  additional  drawdown  in  the  Flathead  Lake  and  the 
storage  available  at  Hungry  Horse  site  would  increase  the  90  per  cent  flow 
to  approximately  9,000  cubic  feet  per  second.  Regulation  to  this  degree  will 
warrant  the  installation  of  the  fourth  unit,  and  the  capacity  of  the  plant  will 
then  be  sufficient  to  utilize  the  average  annual  flow.  This  average  annual  flow 
is  approximately  11,500  cubic  feet  per  second.  Our  rating  of  the  site  for  9,000 
cubic  feet  per  second  would  be  133,000  horsepower,  and  this  is  the  flgure  which 
should  be  compared  with  the  200,000  horsepower  ultimate  installation. 

The  company  may  have  decided  to  install  two  (j5,000-kilowatt  generators 
instead  of  four  of  35,000  kilowatts  each,  but  we  have  had  no  notice  of  such 
change,  nor  has  it  been  mentioned  as  an  alternative  among  several  plans  dis- 
eu.ssed.  The  larger  units  would  probably  be  more  economical  and  slightly  more 
efficient,  but  with  them  plant  capacity  could  not  be  so  readily  adjusted  to 
growth  of  load.  The  "  83,000  kilowatt-hours  low  flow  for  four  months  "  and 
"  130,000  kilowatt-hours  high  flow  for  eight  months  "  mentioned  in  your  letter, 
has  not  been  referred  to  in  the  data  furnished  us  by  the  company.  The  natural 
flow  of  the  river  Is  divided  roughly  into  four  months  of  high  flow  and  eight 
months  of  low  flow.  However,  the  discharges  just  mentioned  total  about  the 
same  as  the  di.scharge  for  the  average  year,  and  It  would  be  iwsslble  by  regu- 
lation to  divide  the  flow  of  the  average  year  as  stated. 
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Data  furnished  us  by  the  Montana  Power  Co.  indicates  that  their  monthly 
load  factor  averages  about  84  per  cent  and  the  yearly  load  factor  about  79 
per  cent.  They  have  adopted  80  per  cent  as  a  convenient  figure  which  involves 
little  error.  Figures  which  have  been  given  for  power  site  capacities  and 
installed  capacities  under  varying  assumptions  as  to  stor^e,  regulated  flow, 
and  load  and  utilization  factors,  are  admittedly  quite  conftsing,  but  I  think 
you  can  see  from  the  explanation  I  have  endeavored  to  give  that  the  estimates 
made  by  the  company's  engineers  and  the  engineers  for  the  commission  are 
practically  identical  when  the  same  assumptions  are  used  as  to  storage  and 
utilization  of  flow. 

Very  truly  yours, 

F.  E.  Bonner,  Executive  Secretary. 
The  Commissioner, 

Office  of  Indian  Affairs. 


HEAKING  BEFORE  EXECUTIVE  SECRETARY  FEDERAL  POWER  COMMIS- 
SION RELATIVE  TO  APPLICATIONS  TO  DEVELOP  POWER  ON  THE 
FLATHEAD  LAKE  AND  THE  FLATHEAD  RIVER,  IN  MONTANA 

Washington,  D.  C,  Monday,  Octol)er  28,  1929. 

A  hearing  was  held  before  Hon.  F.  E.  Bonner,  executive  secretary  of  the 
Federal  Power  Commission,  in  the  Department  of  the  Interior  Building,  on 
this  date,  relative  to  two  conflicting  applications  pending  before  the  commis- 
sion for  development  of  power  sites  on  Flathead  River,  including  the  use  of 
Flathead  Lake  for  storage;  said  applications  having  been  tiled  by  the  Rocky 
Mountain  Power  Co.  and  Mr.  Walter  H.  Wheeler. 

Appearances :  For  the  applicant,  Walter  H.  Wheeler — Daniel  R.  Forbes,  Esq. ; 
Walter  H.  Wheeler,  Esq.  For  the  applicant.  Rocky  Mountain  Power  Co. — 
D.  M.  Kelly,  Esq. :  and  L,  O.  Evans,  Esq.  Counsel — F.  M.  Kerr,  Esq.,  vice 
president  and  general  manager ;  M.  O.  Leighton.  Esq. :  and  H.  H.  Cochrane, 
Esq. 

Walter  L.  Pope,  Esq.,  and  D.  A.  Dellwo,  Esq.,  for  the  Flathead  irrigation 
district. 

W.  S.  McCormack,  Esq.,  for  Flathead  County,  Mont.,  and  its  board  of  county 
commissioners. 

A.  A.  Grorud,  Esq.,  for  the  Flathead  Indians. 

James  Harbert,  Esq.,  for  the  Poison  (Mont.)  Chamber  of  Commerce  and  10 
other  organizations. 

W.  F.  Jellison  for  Flathead  County  (Mout.)  Farm  Bureau,  of  Flathead 
County,  and  other  organizations. 

Logan  AV.  Marshall,  Esq..  for  himself  and  Robert  E.  Marshall,  Esq. 

Nelson  A.  Mason,  Esq.,  clerk  of  Senate  Committee  on  Indian  Affairs. 

Hon.  J.  Henry  Scattergood,  Assistant  Commission  of  Indian  Affairs,  and 
also  representing  the  Secretary  of  the  Interior. 

John  R.  T.  Reeves,  Esq.,  attorney  for  the  Indian  Department. 

Secretary  Bonner.  The  meeting  will  be  in  order. 

This  hearing  is  for  the  purpose  of  considering  two  conflicting  applications 
pending  before  the  commission,  for  development  on  Flathead  River  of  five 
power  sites,  and  including  the  use  of  Flathead  Lake  for  storage. 

One  applicant  is  the  Rocky  Mountain  Power  Co.,  which  seeks  a  license  for 
the  upper  site,  including  the  use  of  Flathead  Lake  for  storage,  and  a  pre- 
liminary permit  covering  the  balance  of  the  other  four  suits.  This  applica- 
tion is  designated  Xo.  5  on  the  commission's  records. 

The  other  applicant  is  Mr.  Walter  H.  Wheeler,  of  Minneapolis,  Minn.,  who 
seeks  a  preliminary  permit  covering  a  development  substantially  the  same  as 
the  project  proposed  by  the  Rocky  Mountain  Power  Co.  Mr.  Wheeler's  appli- 
cation is  designated  No.  868. 

At  this  hearing  it  is  desired  to  have  presented  all  the  facts  that  may  be 
of  some  assistance  to  the  commission  in  acting  on  the  applications.  Anyone 
having  any  relevant  material  to  present  will  be  given  the  fullest  opportunity 
to  do  so. 

The  hearing  will  be  conducted  under  the  commission's  rules  of  practice  and 
procedure,  copies  of  which  have  already  been  furnished  to  the  attorneys  of  the 
interested  parties. 
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In  conductiug  the  bearing  it  will  be  the  aim  to  produce  all  of  the  facts  in  tbe 
most  simple  and  direct  manner  consistent  witb  orderly  procedure.  Oral  testi- 
mony will  be  introduced  through  direct  and  cross  examination,  but  technical 
rules  of  evidence  will  not  necessarily  be  followed. 

I  desire  to  call  pai"ticular  attention  to  paragraph  16  of  section  3  of  the  rules  of 
practice,  which  sp^ties  that  any  further  hearing  before  the  commission  itself  on 
review  will  be  limited  to  oral  arguments  based  on  the  established  record.  It  is 
therefore  necessary  to  present  complete  evidence  at  this  time.  A  transcript  of 
the  proceedings  will  be  made,  and  anyone  desiring  to  secure  copies  should  make 
their  own  arrangements  with  the  reporter  at  some  time  later  before  the  hearing 
closes. 

We  are  now  ready  to  receive  appearances. 

Who  is  appearing  for  the  applicant,  Walter  H.  Wheeler? 

Mr,  Forbes.  Daniel  R.  Forbes,  of  Forbes  &  Daniels,  Kellogg  Building,  Wash- 
ington, D.  C. 

Secretary  Bonner.  Who  is  appearing  for  the  applicant,  the  Rocky  Mountain 
Power  Co.? 

Mr.  Keilly.  L.  O.  Evans  and  D.  M.  Kelly,  Butte,  Mont.,  as  attorneys  for  the 
Rocky  Mountain  Power  Co.  Mr.  Evans  is  not  here  this  morning,  but  he  hopes 
to  be  here  before  the  hearing  is  concluded. 

Secretary  Bonner.  There  are  various  protestants  of  record  in  the  case.  Is 
there  some  one  here  representing  Flathead  County? 

Mr.  McCoRMACK.  W.  S.  McCormack,  of  Kalispell,  Mont.,  and  W.  F.  Jellison, 
of  Columbia  Fulls,  Mont. 

Secretary  Bonner.  Are  there  any  appearances  for  other  protestants? 

Mr.  Harbert.  Mr.  Chairman,  I  am  here  representing  the  Poison  Chamber  of 
Commerce  and  10  other  organizations,  including  the  Poison  City  Council,  the 
Montana  Development  League,  the  citizens  of  Kalispell,  the  chamber  of  com- 
merce of  Kila,  the  citizens  of  Big  Fork,  and  others.  I  have  authorizations  from 
these  bodies. 

Secretary  Bonner.  Are  there  any  other  appearances? 

Mr.  Pope.  Walter  L.  Pope,  appearing  for  the  Flathead  irrigation  district.  Also 
Mr.  D.  A.  Dellero. 

Mr.  Grorud.  Albert  A  Grorud.    I  appear  for  the  Flathead  Indians. 

Mr.  ScATTERGOOD.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs.  Also  Mr.  John  R.  T.  Reeves,  attorney  for  the  Indian  Department; 
and  I  am  especially  delegated  to  represent  the  Secretary  of  the  Interior. 

Secretary  Bonner.  Are  there  any  other  appearances? 

Mr.  Marshall.  My  name  is  Logan  W.  Marshall;  I  represent  myself  and 
Robert  E.  Marshall.     Will  we  be  heard  after  this  hearing? 

Secretary  Bonner.  Do  you  wish  to  put  in  an  appearance? 

Mr.  Marshall.  Yes,  sir. 

Secretary  Bonner.  You  will  be  allowed  an  opportunity  later  to  offer  anything 
you  have. 

Mr.  Mason.  I  represent  the  Senate  Committee  on  Indian  Affairs,  Mr.  Sec- 
retary. 

Secretary  Bonner.  Is  there  anyone  else  that  wishes  to  enter  an  appearance? 

I  might  state  for  the  record  that  we  are  privileged  to  have  with  us  Senator 
Walsh  of  Montana  and  Senator  Frazier,  of  North  Dakota. 

In  addition,  for  the  purposes  of  the  record,  I  want  to  state  that  we  have  here 
Colonel  Tyler,  chief  engineer  of  the  Federal  Power  Commission;  Col.  Thad  H. 
Brown,  chief  counsel  of  the  Federal  Power  Commission;  Mr.  J.  F.  Lawson. 
assistant  chief  counsel ;  Mr.  Charles  A.  Russell,  solicitor  of  the  commission ; 
Major  Newcomer,  assistant  engineer ;  and  Mr.  Henshaw,  senior  engineer.  Also 
Mr.  William  V.  King,  chief  accountant. 

Mr.  Scattergood.  Would  you  like  to  have  entered  tbe  name  of  Mr.  B.  E.  Jones, 
of  the  Geological  Survey? 

Secretary  Bonner.  I  think  it  will  be  desirable,  Mr.  Commissioner,  to  have 
his  presence  recorded  in  the  record. 

In  the  first  place,  I  would  like  to  learn  if  there  are  any  motions  that  anyone 
has  to  present  regarding  our  general  procedure. 

Mr.  Forbes.  Mr.  Chairman,  I  have  two  motions  or  documents  from  your  flies, 
which  were  filed  with  the  commission.  I  prefer  to  offer  those  before  we  put  on 
our  case  at  this  time.  You  have  not  yet  indicated  if  you  wish  to  consider  them 
now. 

Secretary  Bonner.  Are  those  on  matters  of  general  procedure,  Mr.  Forbes? 

Mr.  Forbes.  Not  general  procedure. 
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Secretary  Bonner.  If  they  are  a  part  of  your  case  I  think  it  would  be  better 
to  defer  the  introduction  of  those  until  later. 

Senator  Walsh.  Mr.  Secretary,  do  you  recall  that  I  addressed  a  communica- 
tion to  you,  and  also  to  the  members  of  the  commission,  asking  that  the  hearing 
be  had  before  the  commission — the  secretary,  of  course,  sitting  with  them,  with 
the  aides  in  his  office?  I  understood  that  a  motion  was  to  be  made  by  one  of 
the  parties  to  that  end.  I  suppose  this  will  be  the  appropriate  time  for  the 
consideration  of  that  motion. 

Secretary  Bonner.  It  would.  Senator  Walsh,  if  there  is  such  a  motion  to  be 
presented. 

Mr.  Forbes.  Mr.  Chairman,  the  motion  has  already  been  presented  and  been, 
in  part,  answered  by  yourself  as  executive  secretary. 

I  present  a  copy  of  my  motion,  a  statement  of  facts  in  support  of  it,  and 
Mr.  Bonner's  action  upon  it,  and  ask  that  it  be  made  a  part  of  the  record. 

Secretary  Bonner.  The  documents  may  be  made  a  part  of  the  record.  Would 
you  care  to  read  them  into  the  record,  Mr.  Forbes? 


Mr.  Forbes.  Yes,  sir  [reading]  : 
To  the  Federal  Power  Commission  : 


Washington,  D.  C,  October  23,  1929. 


In  the  matter  of  the  applications  of  Walter  H.  Wheeler    (No.   868)    and  the 
Rocky  Mountain  Power  Co.   (No.  5) 

PETITION  FOR  JOINDER  OF  PUBLIC  HEARINGS  ON   THE  AFORESAID  PENDING  APPLICATIONS 

Now  comes  Walter  H.  Wheeler,  an  applicant  before  the  Federal  Power  Com- 
mission for  the  issuance  of  a  preliminary  permit  contemplating  hydroelectric 
developments  affecting  Flathead  Lake  and  Flathead  River,  Mont.,  and  respect- 
fully petitions  the  honorable  the  Federal  Power  Commission  to  hold  joint  public 
hearings  on  both  the  above-numbered  applications,  and  it  is  further  respectfully 
petitioned  that  the  notice  of  hearing,  dated  September  10,  1929,  issued  by  the 
executive  secretary  of  the  commission,  be  modified  to  the  extent  of  placing  both 
the  said  applicants  in  the  same  position  at  said  hearing  before  the  commission ; 
that  both  of  said  applicants  be  served  with  formal  notice  of  said  joint  hearing 
to  be  held  at  10  a.  m.  on  Monday,  October  28,  1929. 

A  statement  of  fact  in  support  of  this  petition  is  attached  hereto  and  made  a 
part  hereof. 

Walter  H.  Wheeler,  Applicant. 
Daniel  R.  Forbes,  Attorney. 

The  statement  of  facts  in  support  of  that  motion  is  as  follows  [reading]  : 

"  To  the  Federal  Power  Commission  : 

"In  the  matter  of  the  applications  of  Walter  H.  Wheeler   (No.  868)   and  the 
Rocky  Mountain  Power  Co.  (No.  5) 

"  statement  OF  FACT  IN   SUPPORT  OF  PETITION  FOR  A  JOINT  HEARING  ON  THE  ABOVE- 
IDENTIFIED  applications 

"  Now  comes  Walter  H.  Wheeler,  applicant  herein,  and  in  support  of  the 
annexed  petition  for  joint  public  hearings  on  said  pending  applications  states 
as  follows : 

"  In  the  notice  of  hearing  issued  by  the  Federal  Power  Commission  by  its 
executive  secretary,  Mr.  F.  E,  Bonner,  under  date  of  September  10,  1929,  the 
purpose  of  the  hearing  before  the  commission  is  declared  to  be  to  afford  the 
applicant,  Wheeler,  an  opportunity  to  present  evidence  in  support  of  his  peti- 
tion for  reconsideration  of  the  tentative  decision  of  the  executive  secretary  to 
recommend  to  the  commission  that  his  application  be  denied.  The  application 
of  the  Rocky  Mountain  Power  Co.  (No.  5)  is  directly  competitive  to  the  appli- 
cation of  the  undersigned,  and  both  applications  are  now^  pending  before  the 
Federal  Power  Commission  without  final  action  having  been  taken  on  either 
application.  No  public  hearing  has  been  held  by  the  commission  or  its  officers 
on  the  application  of  the  undersigned,  and  no  opportunity  has  been  given 
either  the  undersigned  applicant  or  other  parties  vitally  interested  in  the 
subject  matter  of  the  application  to  publicly  present  facts  and  arguments  in 
support  of  said  application.  A  public  hearing  was  held  by  the  commission  at 
Kalispell,  Mont.,  December  15,  1927,  in  which  the  application  of  the  Rocky 
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Mountain  Power  Co,  was  considered.  The  execiilivo  secretary  of  the  commis- 
sion has  made  known  to  the  undersigned  applicant  that  lie  has  tnitatively 
decided  to  recommend  a  denial  of  the  undersigned's  aijplications.  In  the  report 
of  the  application  of  Walter  H.  Wheeler,  dated  March  17,  1028,  made  by  John  S. 
Butler,  major,  Corps  of  Engineers,  and  through  the  office  of  the  Chief  of  Engi- 
neers of  the  War  Department,  suhniitled  fo  the  said  executive  secretary  of  the 
commission,  the  following  statement  is  made: 

"  '  Public  hearings :  A  public  lieariiig  was  not  considered  necessary,  as  hearings 
had  already  been  held  on  tlie  application  of  the  Rocky  Mountain  Power  Co. 
for  power  development  at  the  same  sites  contemplated  by  the  applicant,  and 
the  question  of  Mr.  Wheeler's  applicatiton  was  presented  at  these  hearings.' 

"  The  fact  is  that  at  the  hearing  held  on  the  application  of  the  Rocky  Moun- 
tain Power  Co.,  December  15,  1927,  the  question  of  the  application  of  the 
undersigned  was  not  and  could  not  have  been  presented  at  said  hearing  for  the 
reason  that  the  undersigned's  a]>])lication  \\as  not  filed  with  the  Federal  Power 
Commission  until  the  Iltli  day  of  Januaiy,  11)28.  It  is.  therefore,  averred  that 
the  executive  secretary  of  the  Power  Commission  in  reaching  his  tentative  deci- 
sion to  recomm*end  the  denial  of  the  undersigned's  application  acted  upon  the 
misapprehension  that  the  merits  of  the  undersigned's  applicatiton  had  been 
considered  at  the  public  hearing  held  on  the  application  of  the  Rocky  Mountain 
Power  Co.,  and  that  the  engineer.  Maj,  John  S.  Butler,  who  made  the  recom- 
mendattion  to  the  said  executive  secretary  for  the  denial  of  the  application  of 
the  undersigned  and  the  approval  of  the  Rocky  Mountain  Power  Co.'s  applica- 
tion, had  in  an  open  and  public  hearing  considered  both  api^lications  and 
liad  predicted  his  recommendations  upon  the  facts  and  arguments  presented 
by  both  applicants  at  said  hearing  on  the  application  of  the  Rocky  Mountain 
Power  Co. 

"  The  said  two  pending  applications  contemplate  similar  developments.  It 
has  been  indicated  by  the  executive  secretary  of  the  commission  that  the 
development  of  the  projects  involved  in  these  applications  is  to  the  public 
interest.  The  two  applications  are  directly  competitive  and  in  opposition  one  to 
the  other,  primarily  with  respect  to  the  relative  ability  of  the  two  applicants  to 
develop  and  market  the  power  for  the  best  interests  of  the  Nation  and  of  those 
having  involved  property  rights.  The  undersigned  insists  that  it  is  not  possible 
to  demonstrate  the  superiority  of  his  application  to  that  of  the  Rocky  Mountain 
Power  Co.  without  having  a  full  opportunity  at  a  joint  public  hearing  where 
both  applicants  are  present  as  formal  parties  in  interest  to  develop  all  of  the 
facts  in  relation  to  both  applications.  The  notice  of  hearing  of  September  10, 
1929,  obviously  places  the  burden  upon  the  undersigned.  It  is  insisted  that  this 
is  unfair,  as  both  applications  are  pending  without  final  action  taken  on  either. 
Mr.  O.  C.  Merrill,  executive  secretary  of  the  Federal  Power  Commission,  under 
date  of  February  12,  1929,  in  a  letter  to  the  undersigned  stated : 

"  *  The  question  of  date  of  application  is,  however,  immaterial,  because  the 
law  recognizes  no  priority  of  one  applicant  over  another,  unless  and  until  permit 
or  license  has  actually  been  issued.' 

"  The  question  of  priority  is,  therefore,  not  involved  and  this  applicant  is, 
therefore,  entitled  to  the  same  status  as  that  of  the  Rocky  Mountain  Power  Co., 
and  entitled  to  a  full  opportunity  to  meet  the  Rocky  Mountain  Power  Co.,  an 
opposing  applicant,  in  a  joint  and  public  hearing." 

The  only  action  we  have  had  on  that  motion  consists  of  a  letter 
from  the  executive  secretary  of  the  Federal  Power  Commission,  dated 
October  24,  1929,  signed  by  F.  E.  Bonner,  executive  secretary,  ad- 
dressed to  Mr.  Walter  H.  Wheeler,  care  of  Forbes  &  Daniels,  1422  F 
Street,  Washington,  D.  C,  and  which  is  as  follows : 

"  In  reference  to  your  petition  of  October  23,  requesting  that  at  the  hearing 
scheduled  for  October  28,  both  of  the  above-designated  applications  be  consid- 
ered on  an  equal  basis.  While  the  hearing  is  being  held  primarily  on  your  peti- 
tion, it  is  the  intention  to  consider,  as  indicated  in  the  notice,  evidence  on  all 
questions  pertinent  to  the  situation,  and  you  may  be  assured  ilial  ecpial  oppor- 
tunity will  be  afforde<l  for  thorough  presentation  of  the  claims  di  both  ai)pli- 
cants. 

"  Notice  of  the  hearing  has  already  been  served  on  the  officials  of  the  Rocky 
Mountain  Power  Co.  and  they  have  notified  this  office  of  their  intention  to  be 
represented  and  fully  prepared  to  present  any  evidence  regarding  their  proposed 
project  that  may  be  necessary.    In  order  that  there  may  be  no  misunderstand- 
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ing  on  this  point,  tlie  officials  of  the  Rocky  iNIountain  Power  Co.  ure  being  fur- 
nished with  a  copj'  of  this  letter  and  a  notification,  copy  of  which  is  inclosed, 
of  the  intention  of  the  commission  to  require  at  this  proceeding  a  full  public 
showing  as  to  the  project  contemplated  by  the  Rocky  Mountain  Power  Co.,  in- 
cluding the  matter  of  financial  ability  and  market. 
"  Very  truly  yours, 

"  F.  E.  Bonner,  Executive  Secretary:' 

Inclosed  in  this  letter  is  a  letter  from  the  Federal  Power  Com- 
mission, readin<^  as  follows : 

Mr.  F.  M.  Kerr. 

President  Rocky  Mountain  Pfncer  Co. 

Washinffton,  D.  G. 
Dear  Sir  :  Inclosed  is  a  copy  of  a  letter  to  Mr.  Walter  H.  Wheeler,  in  response 
to  his  petition  that  both  of  the  above-designated  applications  be  considered  on 
the  same  basis  at  the  hearing  scheduled  for  October  28. 

It  is  believed  that  the  officials  of  your  company  already  understand  that 
while  this  hearing  was  ordered  primarily  on  Mr.  Wheeler's  petition,  it  is  our 
intention  to  have  all  questions  relevant  to  the  entire  situation  considered  fully 
and  therefore  it  will  be  expected  that  in  this  proceeding  your  company  will  be 
prepared  to  offer  a  complete  presentation  of  your  contemplated  project,  in- 
cluding the  proposed  market  for  the  output  and  the  financial  plans  for  accom- 
plishing the  construction.  At  the  same  time  you  will,  of  course,  be  afforded 
opportunity  to  submit  evidence  on  questions  raised  by  protestants  and  the  other 
applicant. 

Very  truly  yours,  F.  E.  Bonner, 

Executwe  Secretary. 

Mr.  BoxNER.  Do  I  understand,  Mr.  Forbes,  that  it  is  the  purpose  of 
your  motion  to  ask  that  the  members  of  the  commission  participate 
m  this  hearing? 

Mr.  Forbes.  Yes,  sir — that  it  be  a  hearing  before  the  commission. 

Mr.  McCoRMACK.  That  it  be  a  hearing  before  the  commission.  If  permissible, 
Mr.  Chairman,  I  would  like  to  join  in  that  motion,  on  behalf  of  the  county  of 
Flathead. 

Mr.  Kelly.  On  behalf  of  the  Rocky  Mountain  Power  Co.  I  will  join  in  that 
motion,  and  will  be  glad  to  participate  in  a  hearing  before  the  full  commission, 
if  that  is  agreeable. 

Mr.  Forbes.  If  the  chairman  please,  before  w^e  discuss  the  point,  I  want  to  file 
here  an  objection,  or  to  take  an  exception,  to  the  failure  of  the  Federal  Power 
Commission,  or  its  executive  secretary,  to  rule  on  the  specific  request  that  the 
two  applicants  be  placed  on  exactly  the  same  status  at  the  hearing.  And  I  now 
make  the  motion  that  the  notice  of  hearing  of  September  10,  1929,  be  revised 
accordingly. 

I  would  like  to  say.  in  commenting  on  that,  that  the  second  paragraph  of  that 
notice  unquestionably  places  Mr.  Wheeler  in  the  position  of  one  carrying  the 
burden  of  proof;  it  is  in  the  nature  of  a  citation  to  show  cause  why  his  applica- 
tion should  not  be  rejected. 

Secretary  Bonner.  That  objection  will  be  noted,  Mr.  Forbes.     Senator  Walsh? 

Senator  Walsh.  Nothing  that  I  have  said  here  this  morning.  Mr.  Secretary, 
or  elsewhere,  is  to  be  construed  into  associating  myself  with  any  representa- 
tions that  may  be  made  in  the  petitions  that  have  just  been  read,  or  in  the 
nature  of  a  criticism  of  any  action  heretofore  taken  by  any  member  of  the 
force  of  the  Federal  Power  Commission.  Without  any  regard  to  those  matters, 
I  am  very  glad  to  note  that  all  of  these  representatives  unite  in  asking  a  hear- 
ing before  the  commission  as  a  whole.  It  seems  to  me  that,  although  the  prac- 
tice which  is  prescribed  by  the  rules,  of  a  preliminary  hearing  before  the  execu- 
tive secretary  is,  perhaps,  entirely  wise,  applied  to  applications  generally,  pos- 
sibly, for  a  development  of  5,000  or  10,000  horsepower,  where  there  is  no  real 
serious  controversy  about  the  matter,  it  should  be  borne  in  mind  that  this  is 
one  of  the  great  water  powers  of  the  country ;  that  there  are  sharply  contesting 
claimants  for  the  permit,  and  there  is  a  great  general  interest  in  the  subject, 
as  is  manifested  by  the  appearances  which  have  been  made  here  this  morning. 

And  those  facts  seem  to  me  to  set  this  application  apart  from  the  general  run 
of  applications. 
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And  it  was  for  these  reasons  that  I  suggested  the  hearing  before  the  commis- 
sion in  the  first  instance,  before  the  commission  itself.  I  am  not  to  be  under- 
stood as  otherwise  joining  in  the  application  that  has  been  read.  I  thought  the 
commission  and  the  members  thereof  ought  to  see  the  parties  who  testify,  and 
thfm>  elves  interrogate  the  witnesses,  if  it  is  de<^>med  necessary  or  desirable  on 
their  part,  for  the  purpose  of  fully  informing  themselves  about  the  matter. 

I  also  feel  that  no  one  need  concern  himself,  particularly  in  the  proceeding 
before  the  commission,  or  before  the  executive  secretary,  on  the  question  of 
where  the  burden  of  proof  is.  I  think  that  any  applicant  will  be  borrowing 
trouble  if  he  concerns  himself  with  respect  to  that.  I  am  perfectly  certain 
that  the  commission  will  regard  the  matter  as  an  open  thing,  to  be  heard  upon 
such  representations  as  each  contending  party  may  make  with  respect  to  the 
matter. 

Secretary  Bonxer.  Are  there  any  other  arguments  on  this  motion? 

Mr.  Gkorud.  I  also  join  in  the  application. 

Mr.  Dellwo.  And  the  Flathead  Irrigation  District  also  joins  in  that. 

Mr.  Harbert.  Mr.  Chairman,  I  join  in  that  request. 

Secretary  Bonner.  Is  there  anyone  that  has  any  objection  to  offer  to  the 
motion? 

you  will  understand,  gentlemen,  that  this  question  was  raised  only  a  few 
days  ago  by  Senator  Walsh's  letter.  And  it  is  difficult  to  secure  the  attend- 
ance of  the  members  of  the  commission  on  short  notice;  and  if  the  motion  is 
granted,  it  will  be  on  the  understanding  that  the  commission  will  participate 
only  to  the  extent  of  their  ability,  but  will  endeavor  to  have  one  of  their 
representatives  sit  in  case  of  their  being  absent  for  a  part  of  the  time.  Will 
there  be  any  objection  to  it  on  that  basis? 

Mr.  Jellison.  Mr.  Chairman,  I  would  like  to  say  that  some  of  us  have  come 
from  a  long  distance ;  and  if  this  hearing  was  deferred  some  considerable  length 
of  time,  it  would  work  quite  a  hardship  on  some  of  us  who  are  here;  and  if  it 
is  deferred,  we  would  like  to  continue  it  within  the  next  day  or  two.  As  I  say, 
we  are  a  long  way  from  home,  and  it  would  work  a  hardship  on  us  to  have 
to  come  here  again  to  attend  this  hearing. 

Secretary  Bonner.  I  will  say  that  it  is  the  hope  that  the  hearing  may  be 
continued  this  morning,  but  assurance  can  not  be  given  that  more  than  one 
member  of  the  commission  will  be  present  at  all  times.  I  am  not  perfectly 
sure  that  even  one  member  will  sit  in  all  of  the  time ;  but  there  will  be  at  least 
some  representatives  of  the  commissioners  there. 

Mr.  Kelly.  Mr.  Secretary,  on  behalf  of  the  Rocky  Mountain  Power  Co.  I 
deem  it  desirable  to  say  that  we  make  no  contention  or  take  no  position  in 
reference  to  where  the  burden  of  proof  is  with  respect  to  these  several  applica- 
tions, and  that  we  will  be  glad  to  abide  by  the  desire  of  the  commission  as  to 
the  order  of  the  procedure  and  the  methods  of  the  procedure.  We  have  no 
contentions  to  make  with  reference  to  upon  whom  the  burden  may  rest.  Our 
position  is  that  each  party  has  the  burden  of  sustaining  his  own  position,  and 
the  question  of  the  order  in  which  that  is  done  is  immaterial  to  us. 

Mr.  Forbes.  I  would  like  to  say  that  I  agree  with  the  gentleman ;  but  I  do 
think  the  notice  of  September  10,  1929,  should  be  revised  so  that  on  the  record 
it  will  not  appear  that  we  are  in  such  a  position. 

Secretary  Bonner.  Are  there  any  further  arguments  or  objections  to  this 
motion,  with  the  understanding  that  it  may  not  be  possible  to  have  the  full 
attendance  of  the  commission? 

Mr.  Grorud.  Could  you  indicate,  Mr.  Secretary,  which  member  or  members 
of  the  commission  will  participate? 

Secretary  Bonner.  We  shall  have  to  ascertain  that  later,  Mr.  Grorud. 

Mr.  Grorud.  The  reason  I  was  asking  is  that  it  is  almost  necessary  tli.it  Scno- 
tary  Wilbur  should  be  present,  because  I  think  he  has  the  veto  power  of  the 
commission — whatever  is  done  in  the  matter. 

Secretary  Bonnee.  From  what  we  have  learned  so  far,  we  hope  that  Secre- 
tary Wilbur  will  be  able  to  give  considerable  time  to  this  hearing ;  but  of 
that  we  can  not  be  sure.  I  have  just  had  a  note  which  indicates  that  there 
may  be  some  question  about  that. 

Before  taking  final  action  on  the  motion,  I  think  it  will  be  desirable  to  have 
a  5-minute  recess,  during  which  we  shall  endeavor  to  find  out. the  possibility 
of  having  the  members  of  the  commission  participate. 

(Thereupon  a  recess  of  five  minutes  was  taken,  after  which  the  following 
proceedings  were  had : ) 
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Secretary  Bonner.  We  have  found  that  it  will  not  be  possible  to  get  a  full 
attendance  of  the  commission  on  this  short  notice,  but  there  will  be  participa- 
tion of  one  or  more  of  the  members  if  this  motion  is  granted. 

And  I  would  like  to  know  whether  anyone  has  objections  to  having  the 
motion  granted  on  that  basis? 

Mr.  Forbes.  Mr.  Chairman,  may  I  first  ask  that  it  be  understood  that  a 
representative  of  each  of  the  members  of  the  commission  be  present,  even  if 
some  of  the  commissioners  themselves  will  not  be  able  to  appear? 

Secretary  Bonner.  There  will  probably  not  be  at  all  times  a  representative 
of  each  member  of  the  commission  present.  There  will  be,  as  far  as  possible, 
a  representative  of  the  various  members  of  the  commission  at  various  times. 

Mr.  Kelly.  The  Rocky  Mountain  Power  Co,  has  no  objection  to  the  granting 
of  the  motion  on  the  basis  announced  by  the  secretary,  that  one  member  of 
the  commission  will  be  present  and  that  it  will  be  a  hearing:  before  the  com- 
mission as  such,  and  be  a  final  hearing.  We  understand  that  to  be  the  fact,  oi 
the  understanding. 

Secretary  Bonner.  That  is  not  necessarily  true,  Mr.  Kelly;  but  under  the 
rules  anyone  has  a  right  to  appeal  for  a  hearing  on  review  by  the  commission 
after  a  tentative  decision  is  reached,  and  I  do  not  think  the  commission  will 
wish  by  this  hearing  to  take  away  the  right  of  anyone  to  appeal  from  that 
hearing.  It  is  entirely  within  the  discretion  of  the  commission,  however, 
whether  any  such  further  hearing  would  be  granted. 

Mr.  Kelly.  What  I  had  in  mind  was  the  object  of  the  motion  of  counsel  for 
Mr.  Wheeler  was  that  this  matter  be  now  submitted  in  a  final  wry  to  the 
commission  in  so  far  as  these  two  applications  are  concerned.  And  it  was 
for  that  purpose  that  the  motion  was  made,  namely,  that  the  commission 
itself  hear  the  respective  parties,  and,  of  course,  the  commission  having  heard 
them,  there  will  be  nobody  to  appeal  to.  There  is  no  appeal  from  the  order 
of  the  commission,  I  take  it,  though  there  would  be  an  appeal  from  the  order 
of  the  executive  secretary  on  any  tentative  finding  or  recommendation  .that 
he  might  make.  So  that  my  idea  was  that,  on  referring  this  matter  now,  on 
motion  of  Mr.  Wheeler,  to>  the  commission,  the  commission  then  would  have 
heard  the  entire  proceedi^.  Whether  personally  present  or  not,  they  would 
personally  review^  this  recOTd  as  to  such  testimony  as  they  had  not  personally 
heard  and  would  take  it  as  a  final  submission  of  these  two  application  to  them 
for  decision,  from  which  decision  there  would  be  no  appeal. 

Secretary  Bonner.  I  think  I  may  say  that  in  being  willing  to  participate  to 
the  fullest  extent  that  they  are  permitted  by  their  other  duties  and  engage- 
ments the  members  of  the  commission  have  the  hope  that  such  procedure  will 
eliminate  the  necessity  of  further  hearings.  But  I  think  it  may  also  be  said 
that,  by  the  participation  of  the  members  of  the  commission  at  this  hearing, 
no  party  will  be  estopped  from  appealing  for  a  further  hearing  on  review  to 
the  commission. 

Mr.  Forbes.  If  the  chairman  please,  my  motion  was  made,  naturally,  with 
the  assumption  that  the  regular  rules  of  practice  would  be  applied,  and  if 
there  should  be  an  occasion  for  review,  and  it  should  be  asked  by  either  party, 
it  would  be  given  through  the  regular  course. 

Secretary  Bonner.  By  any  party. 

Mr.  Forbes.  By  any  party.  There  would  be  no  objection  on  the  part  of  the 
applicant  Wheeler  to  having  the  hearing  before  the  commission,  though  that 
commission  is  represented  by  only  one  of  its  members. 

Secretary  Bonner,  The  motion  will  be  granted,  on  the  understanding  that  the 
members  of  the  commission  will  participate  so  far  as  possible. 

We  will  now  recess,  to  meet  at  11.10  a.  m.,  in  the  oflice  of  the  Secretary, 
room  6141.  on  the  sixth  floor  of  this  building. 

(Thereupon  the  hearing  was  adjourned,  to  be  followed  by  a  hearing  of  the 
commission  at  11.10  o'clock  a.  m.,  room  6141,  Interior  Department  Building.) 

AFTER  recess 

Present:  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior;  Hon.  R.  W. 
Dunlap,  Assistant  Secretary  of  Agriculture ;  Hon  F.  E.  Bonner,  executive  secre- 
tary Federal  Power  Commission ;  Mr.  Charles  A.  Russell,  solicitor  Federal  Power 
Commission ;  Mr.  Charles  Tyler,  chief  engineer :  Maj.  F.  K.  Newcomer,  assistant 
engineer :  Col.  T,  H.  Brown,  chief  counsel,  and  Mr.  F.  H.  Henshaw.  engineer, 
of  the  Federal  Power  Commission ;  Mr.  J    H.   Scattergood,  assistant  commis- 
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sioner,  Bureau  of  Indian  Affairs;  and  Mr.  John  li.  K.  Reeves,  attorney  for  the 
Indian  Bureau. 

Secretary  Wilbur.  Gentlemen,  as  I  understand  it,  the  aim  of  this  meeting  is 
to  bring  out  all  of  the  evidence  necessary,  so  that  the  Federal  Power  Commis- 
sion can  come  to  a  decision  in  regard  to  this  Flathead  project.  We  do  not 
want  to  waste  time  on  irrelevant  material,  but  we  will  be  glad  to  hear  any- 
thing that  anyone  has  to  present  that  seems  to  be  a  necessary  part  of  making 
a  just  decision.  We  trust,  though,  you  will  not  waste  our  time  by  unnecessary 
argument  or  the  presentation  of  things  that  are  of  but  little  consequence. 

Mr.  Bonner,  you  wanted  to  ask  if  there  are  any  others  who  want  to  state 
their  appearance. 

Mr.  BoxNER.  I  wanted  to  ask  whether  there  are  any  further  appearances, 
and  particularly  whether  anybody  here  represents  the  Montana  Water  Power  & 
Electric  Co.?     (No  response.) 

Secretary  Wilbur.  If  not,  we  will  ask  the  attorneys  representing  the  two 
applicants  to  present  briefly  the  situation  as  they  see  it,  and  what  they  propose 
to  present  to  us.  I  will  ask  first  the  attorney  for  the  Rocky  Mountain  Power 
Co.  to  make  a  statement  of  their  position. 

Statement  of  D.  M.  Kelly,  Esq.,  Counsel,  in  Behalf  of  the  Rocky  Mountain 

Power  Co. 

Mr.  Kelly.  Mr.  Chairman,  the  Rocky  Mountain  Power  Co.  proposes  to  pre- 
sent to  the  commission,  first,  that  it  has  ample  financial  ability  to  immediately 
proceed  with  the  construction  of  the  plants  necessary  for  the  development  of 
this  site ;  that  it  is  the  Rocky  Mountain  Power  Co.'s  proposal  to  the  commission 
that  the  performance  of  the  contract,  if  it  is  given,  is  guaranteed  by  the  Montana 
Power  Co.  AVe  will  show  the  commission  that  that  guarantee  is  authorized  by 
the  board  of  directors  and  exected  in  accordance  with  that  authorization  by  the 
proper  officers  of  the  Montana  Power  Co.,  and  we  will  follow  that  with  proof 
of  the  financial  ability  of  the  Montana  Power  Co.,  as  I  said,  to  proceed  with 
the  development  of  this  site. 

We  will  show  in  the  next  instance  that  at  the  pre^nt  time  the  Montana  Power 
Co.  is  short  of  power  for  its  requirements  in  Mont^k ;  that  it  needs  this  power 
and  has  and  will  have  a  market  for  it  as  rapidly  as  it  will  be  able  to  develop 
it,  assuming,  of  course,  that  conditions  remain  stable  and  normal  in  the  State. 
We  will  show  that  by  the  growth  of  the  power  business  in  Montana  over  the 
period  of  years  past,  for  20  or  30  or  40  years,  that  we  may  expect,  by  just  the 
normal  growth  of  the  State  and  the  normal  growth  of  consumption  of  power, 
that  all  of  this  power  can  and  will  be  marketed  by  the  Rocky  Mountain  Power 
Co.  as  rapidly  as  it  is  developed. 

We  will  likewise  show  that  the  development  of  this  project  by  the  Rocky 
Mountain  Power  Co.  and  its  association  with  the  Montana  Power  Co.  that  it  is 
the  logical  thing  to  do,  namely,  to  develop  this  power  project  and  connect  it  with 
the  system  serving  that  general  territory. 

We  will  show  that  at  the  present  time  the  Montana  Power  Co.  is  buying  power 
from  the  Washington  Water  Power  Co.,  which  is  just  to  the  west  of  it,  and  that 
with  the  development  by  the  Montana  Power  Co.  through  the  Rocky  Mountain 
Power  Co.  of  this  project,  its  full  use  can  best  be  obtained  by  having  it  inter- 
locked so  that  power  may  be  interchanged  from  one  section  to  the  other,  as  the 
demands  come  and  as  the  supply  of  water  may  vary  with  seasons,  and  so  forth ; 
that  it  can  best  serve  the  public  interest  by  being  developed  and  tied  in  to  the 
general  system  there  which  serves  that  extensive  territory  with  so  many  natui-al 
resources — agriculture,  mineral,  lumbering,  and  possibilities  of  development  in 
various  lines  that  will  be  brought  out. 

Mr.  BoNNEB.  Will  you.  Mr.  Kelly,  outline  the  general  features  of  your  project, 
as  to  what  control  you  propose  on  the  lake  and  what  projects  you  intend  to 
construct  immediately,  and  what  you  intend  to  do  in  regard  to  those  for  which 
you  have  asked  a  preliminary  permit. 

Mr.  Kelly.  We  propose  to  show  that  by  witnesses. 

Mr.  BoNNBB.  I  thought  an  outline  would  be  of  benefit  in  starting  off  the 
proceedings. 

Mr.  Kelly.  Well,  I  do  not  know  whether  I  am  competent  to  give  it  or  not, 
I  might  say,  for  the  benefit  of  the  officers  presiding,  that  Mr.  Evans,  our  general 
counsel,  expected  to  present  this,  and  he  became  ill  and  I  got  a  wire  to  come 
and  help  in  the  matter,  and  I  arrive<l  here  yesterday  morning  quite  unprepared 
to  take  charge  of  this  proceeding,  so  far  as  the  Rocky  Mountain  Power  Co.  is 
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concerned,  and  any  statements  that  I  might  make  might  be  more  or  less 
inaccurate. 

The  general  scheme,  however,  contemplates  the  elevation  of  the  lake  l)y  the 
construction  of  a  dam  below  the  mouth  of  the  lake  about  4  miles,  to  a  height  of 
2,893  feet  above  sea  level.  That  will  raise  the  lake  to  what  might  be  termed 
normal  high  water.  The  lake,  for  example,  was  Sy2  feet  higher  than  that  in 
1928.  So  that  the  control  of  the  water,  as  outlined  in  the  proposal  of  the  Rocky 
Mountain  Power  Co.,  would  not  be  as  high  as  high  water,  but  it  will  be  what 
our  engineers  have  determined  to  be  a  full  and  complete  development  of  this 
project,  in  so  far  as  it  can  be  economically  done. 

This  dam  will  be  so  constructed  that  the  top  of  the  dam  will  be  2,875  feet 
above  sea  level,  the  intervening  space  being  filled  with  what  is  known  as 
tlash  boards,  which  may  be  removed,  and  which  will  be  removed  to  relieve 
backwater  in  time  of  flood.  This  would  permit — this  type  of  construction  of 
the  dam  would  not  in  any  way  interfere  with  high  water.  That  is  to  say,  the 
outlet  of  the  lake  would  be  able  to  take  care  of  flood  with  this  type  of  struc- 
ture in  there  just  as  it  is'  now.  In  other  words,  the  height  of  the  water  at 
Poison,  the  outlet  of  the  lake  now,  is  2,881.6  feet.  That  was  nearly  6  feet  above 
what  would  be  the  top  of  the  dam  in  ordinary  water.  That  is  about  70  feet  of 
a  gradient  from  the  mouth  of  the  lake  down  to  the  dam,  so  that  there  would 
be  no  additional  flooding,  as  our  engineers  understand  it,  by  reason  of  the  con- 
struction of  this  dam  in  the  method  in  which  it  is  proposed.  This  is  the  first 
unit.  You  understand,  of  course,  there  are  five  units,  and  it  is  proposed  by  the 
Rocky  Mountain  Power  Co.  that  the  first  unit  be  constructed  forthwith,  and 
they  are  asking  for  a  license  to  construct  that  unit  at  this  time,  and  they  are 
asking  for  a  permit  covering  the  other  sites,  and  expect,  as  fast  as  the  market 
will  take  it,  that  they  will  completely  develop  the  entire  project  to  its  full 
economic  capacity.  The  details  as  to  the  type  of  construction  and  the  methods 
to  be  used  in  the  distribution  of  it,  of  course,  will  be  the  ordinary  types  and 
will  be  fully  explained  by  engineers  who  are  here  and  are  competent  to  give 
this  body  the  details  in  that  regard. 

Secretary  Wilbur.  Mr.  Forbes,  we  would  like  to  hear  fr  jm  you. 

Statement  op  Daniel  R.  Forbes,  Esq.,  Representing  Mb.  Walter  H.  Wheeler 

Mr.  Forbes,  If  the  chairman  please,  we  will  also  show  the  financial  ability 
of  Mr.  Wheeler,  the  applicant,  to  carry  on  the  necessary  work  if  the  preliminary 
permit  is  given  to  him. 

We  will  also  show  that  we  have  available  a  very  ready  market  for  all  of  the 
power  that  can  be  developed  there. 

We  will  show  by  our  evidence  and  by  the  witnesses  that  we  are  offering  to 
the  Indians,  who,  we  understand,  have  very  definite  rights  in  the  matter,  a 
much  larger  return  than  has  been  ottered  by  the  Rocky  Mountain  Power  Co. 

We  will  also  show  that  the  development  along  the  lines  proposed  by  Mr. 
AVheeler  will  utilize  a  greater  amount  of  power  and  that  it  will  be  of  greater 
benefit  not  only  to  the  Indians  but  that  it  will  be  of  greater  benefit  to  the 
entire  inland  empire  and  to  the  immediate  neighborhood  than  the  project  as  has 
been  indicated  by  the  Rocky  Mountain  Power  Co. 

Furthermore,  we  will  attempt  to  show  that  it  is  to  the  greater  interest  of  the 
Nation  to  have  an  independent  or  a  competitive  power  system,  power  develop- 
ment, out  there  in  that  section. 

As  I  understand  it,  the  record  shows  that  both  of  these  applicants  are  in  the 
same  position — that  is,  they  are  both  asking  for  a  preliminary  permit.  So 
that,  as  far  as  preliminary  permit  is  concerned,  they  are  on  exactly  the  same 
footing.  In  addition  the  Rocky  Mountain  Power  Co.  has  filed  an  application 
for  a  license,  but  in  no  case,  in  neither  case,  has  final  action  been  taken  by  the 
Power  Commission  or  even  by  the  executive  secretary's  office. 

I  might  say  in  regard  to  the  development  itself,  the  development  proposed 
by  Mr.  Wheeler  is  substantially  the  same  as  that  proposed  by  the  Rocky  Moun- 
tain Power  Co.,  as  has  been  commented  upon  by  the  engineers  representing  the 
Power  Commission.     We  will  go  into  that  with  tlie  witnesses. 

Mr.  Kelly.  So  that  there  will  be  no  misapprehension  as  to  the  relative  posi- 
tion of  these  two  companies,  the  Rocky  Mountain  Power  Co.  is  applying  for  a 
license  to  develop  the  first  unit  of  this  project.  In  other  words,  we  are  ready 
to  proceed  immediately  upon  the  granting  of  the  license  or  permit,  the  granting 
of  the  license  and  the  entering  into  such  a  contract  as  this  commission  shall 
determine  is  proper  and  as  can  be  agreed  upon.     We  are  in  a  different  position 
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than  the  other  applicant,  who  is  applying  simply  for  a  preliminary  permit.  I 
might  add,  as  I  should  have  told  the  commission  in  the  first  instance,  that  the 
Rocky  Mountain  Power  Co.  has  spent  considerable  money  and  has  all  of  the 
preliminary  surveys  made  and  has  done  drilling  on  the  site  so  that  they  are 
ready  with  their  data,  and  we  have  no  use  for  a  preliminary  permit  as  to  this 
site.  We  are  ready  to  start  building  when  we  are  given  a  license  and  a  contract 
for  that  purpose. 

Secretary  Wilbur.  You  have  an  authorization  from  the  Indian  Bureau  for 
the  work  you  did  there? 

Mr.  Kelly.  I  understand  so.  I  am  sorry  that  I  am  not  more  familiar  with 
this  matter. 

Secretary  Wilbur.  Is  that  correct,  as  you  understand  it?  They  are  applying 
for  a  license  and  you  are  applying  for  a  preliminary  permit? 

Mr.  Forbes.  They  are  applying  for  a  preliminary  permit  and  license,  and  we 
are  applying  for  a  preliminary  permit.  Their  application  is  for  a  license  for 
the  first  of  the  five  sites  on  the  project. 

Secretary  Wilbur.  W^ill  you  go  ahead  and  present  the  case  of  your  applicant, 
Mr.  Wheeler? 

Mr.  Forbes.  Mr.  Chainnan,  I  would  like  to  first  offer  a  motion  for  the  produc- 
tion of  documents  in  the  files  of  the  commission,  which  are  not  available  to  us 
except  by  consent  of  the  commission : 

"  To  the  Federal  Power  Commission  : 

'•  In  the  matter  of  the  application  of  Walter  H.  Wheeler   (No.  868)   and  the 
Rocky  Mountain  Power  Co.  (No.  5). 

"  MOTION   FOR  production   OF   DOCUMENTS 

"  Now  comes  Walter  H.  Wheeler,  applicant  herein,  by  his  attorney,  and 
respectfully  moves  the  honorable,  the  Federal  Power  Commission,  to  produce 
from  its  files  the  following: 

"  1.  The  statement  of  prelicense  expenditures  of  the  Flathead  development 
for  the  Rocky  Mountain  Power  Co.,  together  with  all  expense  accounts  and 
schedules  filed  with  the  Federal  Power  Commission  in  connection  therewith. 

"  2.  A  copy  of  all  memoranda,  reports,  and  opinion  of  the  account  of  the 
Federal  Power  Commission  pertaining  to  the  aforesaid  statement  of  prelicense 
expenditures. 

"  3.  A  copy  of  the  opinion  of  the  solicitor  of  the  Federal  Power  Commission 
relating  to  the  said  prelicense  statement. 

"  The  purpose  of  introducing  the  above-identified  documents  and  exhibits  at 
the  hearing  in  the  above-entitled  cause  is  to  enable  this  applicant  to  prove  the 
.superiority  of  his  application  for  preliminary  permit  over  the  applications  of  the 
Rocky  Mountain  Power  Co.,  and  to  further  enable  this  applicant  to  show  that 
the  granting  of  a  preliminary  permit  or  license  to  the  Rocky  Mountain  Power 
Co.  is  not  in  the  best  interests  of  the  public." 

I  request,  Mr,  Chairman,  the  production  of  these  documents  as  stated  in  the 
motion. 

Secretary  Wilbue.  Do  you  care  to  argue  that  motion? 

Mr.  Kelly.  I  desire  to  record  our  objection,  first,  upon  the  ground  that  it  is 
wholly  immaterial  what  the  Montana  Power  Co.  or  the  Rocky  Mountain  Power 
Co.  may  have  done  by  way  of  expenditure,  and  that  it  is  wholly  unfair  to  give 
to  a  competing  applicant  the  benefit  of  expenditures  made  by  this  company  in 
connection  with  its  preliminary  work  upon  this  project;  that  it  is  entirely 
irrelevant  in  connection  with  the  matter  now  before  the  commission. 

Secretary  Wilbur.  Is  that  true?  Does  this  correspondence  open  up  the  facts 
discovered  by  this  company  in  connection  with  the  site? 

Mr.  Bonner.  I  think  the  documents  covered  by  the  action  all  relate  to  the 
prelicense  expenditures. 

Mr.  FoEBES.  Yes,  sir. 

Secretary  Wn>BUE.  Not  to  the  financing  at  all? 

Mr.  FoEBES.  Not  to  the  information  they  obtained  by  the  expenditure, 

I  would  like  to  say  in  support  of  my  motion  that  counsel  just  a  moment  ago 
pointed  out  that  his  clients  had  spent  large  sums  of  raoney^  and  I  think,  if  that 
is  going  to  be  used  In  argument  in  favor  of  their  being  granted  (his  permit, 
they  should  show  in  what  way  that  money  has  been  spent  and  the  amount  that 
If.  fairly  chargeable  to  the  exploration  In  their  efforts  to  obtain  the  permit. 
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Furthermore,  I  think  it  is  fair,  in  view  of  the  fact  that  we  will  try  to  bring 
out,  that  the  prelicense  expenditures  must  necessarily  become  part  of  the  capital 
investment  upon  which  rates  will  be  based,  and  the  public  is  vitally  interested 
in  that  subject,  and  these  facts  can  only  be  brought  out  at  this  time  by  the 
documents  as  requested  in  that  motion, 

Secretai-y  Wilbur.  We  will  make  this  part  of  the  record. 

Mr.  Forbes.  I  offer  it  as  part  of  the  record. 

Secretary  Wilbur.  We  will  accept  this  motion. 

Mr.  Forbes.  I  understand  it  is  allowed.  I  have  another  motion  of  the 
same  title,  a  motion  to  produce  documents,  which  I  wish  to  read : 

"  To  the  Federal  Power  Commission  : 

"In  the  matter  of  the  applications  of  Walter  H    Wheeler   (No.  868)   and  the 
Rocky  Mountain  Power  Co.   (No.  5) 

"  MOTION    FOR    PRODUCTION    OF    DOCUMENTS 

Now  comes  Walter  H.  Wheeler,  by  his  attorney,  and  respectfully  moves  the 
honorable  the  Federal  Power  Commission  to  produce  from  its  files  for  intro- 
duction as  exhibits  at  the  hearing  in  the  above-entitled  cause  the  following* 

"  1.  The  application  of  the  Rocky  Mountain  Power  Co.  for  a  preliminary 
permit,  Flathead  River  project  No.  5. 

"  2.  The  application  of  the  Rocky  Mountain  Power  Co.  for  license,  Flathead 
development,  Montana. 

"  3.  Report  on  application  Rocky  Mountain  Power  Co.  for  preliminary  permit 
Flathead  River  project  No.  5,  dated  March  17,  1928,  by  John  S.  Butler,  major 
Corps  of  Engineers,  district  engineer. 

"4.  Report  on  application  of  Walter  H.  Wheeler  for  preliminary  permit 
Flathead  River  project  No.  868,  dated  March  17,  1928,  by  John  S.  Butler,  major 
Cofps  of  Engineers,  district  engineer. 

"5.  Letter  of  W.  J.  Barden,  colonel  Corps  of  Engineers,  district  engineers, 
to  the  Chief  of  Engineers,  United  States  Army,  dated  July  27,  1926.  Subject : 
Comments  on  letter  of  Rocky  Mountain  Power  Co.  project  No.  5. 

"  The  purpose  of  introducing  the  above-identified  documents  at  the  hearing 
in  this  cause  is  to  enable  this  applicant  to  introduce  further  evidence  in  regard 
thereto  in  support  of  his  application." 

I  might  say  here  that,  as  I  understand  the  rulings  of  the  commission,  in  the 
mass,  and  your  rules  of  practice,  that  the  commission  has  the  discretion  to 
produce  these  documents  at  any  of  these  hearings,  and  at  the  same  time  has 
discretion  to  eliminate  from  such  exhibits  or  from  such  documents  any  ex- 
hibits that  might  be  considered  entirely  confidential  or  having  to  do  with  the 
information  obtained  by  any  one  of  the  parties  thereto.  That  is  peculiarly 
within  their  own  discretion.  I  would  like  to  have  it  understood  that  I  am  not 
asking  for  any  exhibits  or  any  engineering  data  that  might  be  attached  to  the 
data  or  to  the  application  of  the  Rocky  Mountain  Power  Co.  which  the  com- 
mission might  consider  properly  the  property  of  the  applicant  and  not  to  be 
disclosed  here. 

Secretary  Wilbur.  Have  you  any  comments  to  make  on  that,  Mr.  Kelly? 

Mr.  Kelly.  I  would  like  to  see  it,  if  the  commission  will  permit  me.  [Secre- 
tary Wilbur  handed  the  paper  to  Mr.  Kelly.] 

Secretary  Wilbur.  We  will  take  that  question  under  advisement  and  look 
over  the  material  and  give  you  a  decision  on  it  later. 

Mr.  Forbes.  I  would  like  to  call  Mr.  Frank  Kerr,  president  of  the  Rocky 
Mountain  Power  Co.,  to.  the  stand  as  the  first  witness. 

Mr.  Kelly.  We  have  no  objection  to  this  second  motion. 

Whereupon, 

F.  M.  Kerr  was  called  as  a  witness  by  the  applicant  Walter  H.  Wheeler,  and 
having  been  first  duly  sworn,  was  examined  and  testified  as  follows  : 

Direct  examination  by  Mr.  Forbes  : 
Question.  What  is  your  official  position  with  the  Rocky  Mountain  Power  Co.? 
Answer.  Vice  president  and  general  manager. 

Question.  Will  you  state  for  the  record  the  other  officers  of  the  corporation 
and  the  members  of  the  board  of  directors? 
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Answer.  The  officers  are  John  D.  Ryan,  president;  Fredericlv  Strauss,  vice 
president ;  Frank  M.  Kerr,  vice  president  and  general  manager ;  J.  F.  Denison, 
secretary  and  treasurer;  Stephen  P.  Hogan,  assistant  secretary  a'nd  treasurer, 
now  wait  a  minute,  I  am  not  sure  whether  he  is  assistant  secretary  from  this 
memorandum  or  not,  assistant  secretary  and  treasurer. 

Directors :  J.  F.  Denison,  T.  F.  Kelly,  John  C.  Ryan,  Fredericli  Strauss,  L.  O. 
Evans,  P.  A.  Rockefeller,  Charles  H.  Sabin. 

Question.  What  is  the  total  capitalization  of  the  Rocky  Mountain  Power  Co., 
and  in  that  connection  state  the  number  of  shares  that  have  been  paid  in? 

Answer.  I  can't  tell  you  either  this  morning.  I  just  discovered  that  I  didn't 
have  it.    I  will  get  it. 

Question.  Give  the  chairman  your  best  information  on  that. 
Answer.  So  far  as  the  capitalization  is  concerned,  I  can't  say  this  morning, 
but  I  do  understand  that  no  stock  has  been  issued  except  director  shares  at 
the  present  time. 

Question.  Isn't  it  a  fact  that  in  the  last  filing  of  their  report  under  the  cor- 
IX)rate  laws  of  Montana  it  showed  10  shares  paid  in,  representing  $1,000 
investment? 

Answer.  I  think  that  would  be  true  ;  yes.  It  is  a  very  small  number  of  shares, 
only  directors'  shares,  and  I  don't  have  tlie  information  at  hand.  I  thought 
I  had  it,  but  I  haven't. 

Question.  Now  what,  if  any,  connection  is  there,  financial  or  legal,  between 
the  Rocky  Mountain  Power  Co.  and  the  Montana  Power  Co.? 

Answer.  None  whatever,  as  I  understand  it.  I  would  have  to  ask  my  counsel 
for  sure  about  that,  because  I  do  not  pretend  to  know.  But  my  understanding 
is  that  there  is  none.  The  Montana  Power  Co.  does  not  own  the  Rocky  Moun- 
tain Power  Co. 

Question.  What  is  your  position  with  the  Montana  Power  Co.? 
Answer.  Vice  president  and  general  manager. 
Question.  Who  are  the  directors  of  the  Montana  Power  Co.? 
Answer.  Reading  from  the  annual  report  of  the  Montana  Power  Co.  as  of 
December  31,  1928 — I  know  of  no  changes  since  then — the  officers  are :  Presi- 
dent,  John  D.   Ryan ;   Frank  M.  Kerr,   vice  president  and  general  manager ; 
Frederick   Strauss,    vice  president ;   J.    F.    Denison,    secretary   and    treasurer ; 
L.  O.  Evans,  attorney ;  John  C.   Ryan,   vice  president ;   D.  B.   Hennessy,   vice 
president;    E.    P.    Summerson,    vice    president;    Stephen    P.    Hogsui,    assistant 
secretary' ;  J.  R.  Thomas,  assistant  treasurer. 

Board  of  directors:  Frederic  W.  Allen,  New  York;  Nicholas  F.  Brady.  New 
York ;  George  F.  Caufield,  New  York ;  Charles  M.  Clark,  New  York ;  William 
E.  Corey.  New  York ;  Marcus  Daly,  New  York ;  C.  E.  Groesbeck,  New  York : 
N.  Penrose  Hallowell,  Boston,  Mass. ;  Frank  M.  Kerr,  Butte,  Mont. :  S.  Z. 
Mitchell,  New  York :  John  C.  Ryan,  Butte,  Mont. ;  John  D.  Ryan.  New  York ; 
Charles  H.  Sabin,  New  York ;  C.  J.  Schmidlapp,  New  York ;  Henry  Seligman, 
New  York,'  Frederick  Strauss,  New  York;  W.  D.  Thornton,  New  York;  and 
A.  H.  Wiggin,  New  York. 

Question.  Did  you  refer  there  to  the  last  financial  statement  of  the  Montana 
Power  Co.? 

Answer.  This  is  the  last  annual  statement  of  the  Montana  Power  Co.     I  know 
of  no  changes  since  that  time.     Wliether  there  has  been  or  not,  I  could  not  say. 
Question.  Would  you  be  willing  to  offer  that  as  an  exhibit? 
Answer.  I  would  like  to  hold  it,  if  you  please.     I  want  to  offer  it  a  little 
later  on,  so  it  will  be  in  the  record. 

Mr.  Kelly.  We  have  no  objection  to  letting  it  go  in  now.  if  you  want  to. 
The  Witness.  All  right ;  let  it  go  in  now. 
Mr.  Forbes.  Put  it  in  as  Exhibit  1. 

Mr.  Bonner.  Do  you  want  to  have  the  whole  report,  or  was  the  statement 
made  by  Mr.  Kerr  all  you  wished? 

Mr.  Forbes.  I  thought  the  whole  report  would  be  better  in  there  as  an 
official  exhibit. 

Secretary  Wilbur,  ff  there  Is  no  objection,  it  will  be  marked  "Exhibit  1." 
(The  paper  referred  to  was  marked  "  Exhibit  1.     Applicant  W.  II.  Wheeler.") 
Mr.  Kelly.  I  don't  know.  Mr.  Bonner,  whether  we  bavce  a<lditional  copies 
here,  but  we  will  furnish  such  additional  copies  as  may  be  necessary,  and  will 
furnish  them  now  if  we  bave  them  here,  or  immediately  after  lunch. 
Mr.  Bonner.  We  should  like  to  have  two  more  copies.  Mr.  Kelly. 
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Mr.  Kelly.  The  copy  of  this  is  attached  to  our  application,  so  the  same  infor- 
mation is  on  tile  here. 

By  Mr.  Forbes: 

Question.  What,  if  any,  connection  is  there  between  the  Montana  Power  Co. 
and  the  Washington  Light  &  Power  Co.? 

Answer.  I  don't  know  any  Washington  Light  &  Power  Co. 

Question.  No ;  I  should  have  said  the  Washington  Water  Power  Co. 

Answer.  None  whatever. 

Question.  Do  you  know  the  directors  of  the  Washington  Water  Co.? 

Answer.  No;  no  more  than  one  or  two.     I  perhaps  know  one  or  two. 

Question.  What  is  the  connection  of  the  Montana  Power  Co.  with  the  Electric 
Bond  &  Share? 

Answer.  None  whatever. 

Question.  Is  not  the  Montana  Power  Co.  partly  or  largely  owned  by  the 
Electric  Bond  &  Share? 

Answer.  No,  sir. 

Question.  Hasn't  the  Montana  Power  Co.  an  administrative  connection 
whereby  the  engineering  services  and  other  specialized  services  of  the  Electric 
Bond  &  Share  are  available  to  the  Montana  Power  Co.? 

Answer.  Yes,  sir. 

Question.  What  is  the  nature  of  that  arrangement? 

Answer.  A  contract  similar  to  that  which  is  made  with  attorneys,  consulting 
engineers,  and  persons  of  that  kind,  in  which  the  services  of  the  engineers,  ac- 
countants, experts  of  every  kind  and  character  can  be  had  by  the  Montana 
Power  Co. 

Question.  Is  the  stock  of  the  Montana  Power  Co.  controlled  by  the  same 
group  that  controls  the  Washington  Water  Power  Co.? 

Answer.  What  do  you  mean  by  "group"? 

Question.  The  same  individuals. 

Answer.  The  stock  of  the  Montana  Power  Co.,  a  large  portion  of  the  common 
stock  of  the  Montana  Power  Co.,  is  held  by  the  American  Power  &  Light.  I  be- 
lieve that  a  large  part  of  the  stock  of  the  Washington  Water  Power  Co.  is  also 
held  by  the  American  Power  &  Light. 

Question.  And  isn't  a  large  portion  of  the  American  Power  &  Light  stock  held 
by  the  Electric  Bond  &  Share? 

Answer,  I  have  no  know^ledge  of  that  myself. 

Mr.  Forbes.  That's  all. 

Secretary  Wilbur.  Mr.  Kelly,  have  you  anything  that  you  want  to  bring  out? 

Mr.  Kelly.  I  think  not  at  this  time. 

For  the  purposes  of  the  record  it  may  be  admitted  that  the  Montana  Power 
Co.  expects  to  finance  the  development  of  this  project  if  the  permit  or  license  be 
granted  to  the  Rocky  Mountain  Power  Co. ;  that  Mr.  Ryan  who  is  president  of 
the  Montana  Power  Co.  is  the  same  Mr.  Ryan  who  is  president  of  the  Rocky 
Mountain  Power  Co.,  and  Mr.  Kerr  is  vice  president  of  the  Montana  Power 
and  the  Rocky  Mountain  Power ;  and  it  is  intended  that  if  a  license  to  develop 
this  project  be  given  to  the  Rocky  Mountain  Power  Co.,  the  Rocky  Mountain 
Power  Co.  will  become  a  subsidiary  of  the  Montana  Power  Co.,  and  the  use  of 
this  power  will  be  locked  in  with  the  system  of  the  Montana  Power  Co.  I  take 
it  that  is  what  they  were  directing  this  examination  toward,  and  that  is  the 
purpose  of  the  Montana  Power  and  the  Rocky  Mountain  Power  in  this  matter. 

By  Mr.  Forbes  : 

Question.  It  is  a  fact,  is  it  not,  that  the  American  Power  &  Light  controls 
the  Montana  Power  Co.? 

Answer.  It  owns  a  major  amount  of  the  common  stock. 

Question.  What  other  water-power  companies  in  the  Montana-Washington 
territory  are  controlled  by  the  American  Power  &  Light  Co.? 

Answer.  The  Pacific  Power  &  Light  is  one,  the  only  one  that  I  can  recall 
personally  at  this  time. 

Question.  How  about  companies  in  Idaho? 

Answer,  They  do  not  belong  to  the  American  Power  &  Light,  so  far  as  I 
know.     I  think  they  belong  to  the — well,  I  do  not  know. 

Question.  Do  any  of  them  belong  to  the  Montana  Power  Co.? 

Answer.  No,  sir. 
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Mr.  Forbes.  That's  all. 

Secretary  Wilbur.  All  right,  Mr.  Kerr.    Thank  you. 

(Witness  excused.) 

Mr.  Forbes.  If  the  chairman  please,  in  order  to  complete  the  testimony  of 
the  next  witness  I  would  have  to  refer  to  some  of  the  data  I  have  asked  in 
my  second  motion ;  that  is,  copies  of  the  application  and  copies  of  the  reports 
of  Major  Butler. 

Secretary  Wilbur.  There  are  no  objections  to  that  bein^u  made  accessible, 
and  so  we  will  grant  your  request. 

Mr.  Forbes.  I  think  I  can  go  on  with  this  witness,  but  I  would  like  to  have 
those  papers. 

Mr.  BoxNER.  We  will  try  to  accommodate  you,  Mr.  Forbes. 

Whereupon, 

Walter  H.  AVheeler,  an  applicant,  was  called  as  a  witness  in  his  own  behalf 
and,  having  been  first  duly  sworn,  was  examined  and  testified  as  follows : 

Direct  examination  by  Mr.  Forbes  : 

Question.  Where  do  you  reside,  Mr.  Wheeler? 

Answer.  Minneapolis,  Minn. 

Question.  What  is  your  profession? 

Answer.  Consulting  engineer. 

Question.  Will  you  give  a  concise  statement  of  your  professional  traininj? 
and  experience? 

Answer.  I  have  a  written  statement  prepared  covering  that  point,  which  I 
would  like  to  read : 

"  Graduated  from  the  School  of  Mines,  University  of  Minnesota,  in  1906, 
with  degree  E.  M. 

"  Pregraduation  experiences :  Rod-and-chain  man  United  States  Reclamation 
Service,  Roswell,  N.  Mex.  Foreman  Powers  &  Simpson  planing  mill,  Powers, 
Minn.    Furnaceman's  helper,  Highland  Boy  Copper  Smelter,  Murray,  Utah. 

"  Year  1906  to  1907,  mining  and  construction  engineer,  Colorado  Fuel  &  Iron 
Co.,  Trinidad,  Colo. ;  1907  to  1908,  superintendent  of  construction,  Dawson  Fuel 
Co.  (subsidiary  Phelps-Dodge),  Dawson,  N.  Mex.,  in  charge  of  large  and  varied 
construction  operations ;  1908  to  1912,  secretary  and  treasurer  and  chief  engi- 
neer of  Jones-Wheeler-Cranmer  Engineering  Co.,  of  Denver,  Colo.,  engineers 
and  contractors ;  1909  to  date,  member  of  Charles  H.  Wheeler  &  Son,  Minneapo- 
lis, Minn.,  real  estate,  building,  investment ;  1912  to  date,  in  private  practice  as 
civil  and  mechanical  engineer  at  Minneapolis. 

"  My  work  has  included  buildings,  bridges,  dams,  power  plants,  grain  eleva- 
tors, manufacturing  plants,  etc. 

"I  am  a  member  of  the  following  engineering  societies:  American  Society 
Civil  Engineers,  American  Society  Mechanical  Engineers,  American  Society  for 
Testing  Materials,  American  Concrete  Institute. 

"  My  biography  will  be  found  in  National  Cyclopedia  of  American  Biography, 
volume  B:  Who's  Who  in  Engineering;  Who's  Who  in  the  Central  States. 

*'  The  largest  and  most  outstanding  engineering  work  with  which  I  have 
been  connected  is  the  Fort  Snelling-Mendota  bridge  project  at  Minneapolis, 
completed  for  Hennepin  County  in  December,  1920.  This  bridge  is  listed  in 
the  last  edition  of  the  Encyclopedia  Americana  as  the  largest  reinforced  con- 
crete multiple  arch  bridge  in  the  world.  It  is  better  described  in  the  attached 
letter  written  in  November,  1927,  by  Hon.  George  H.  Mallon,  chairman  Board 
of  County  Commissioners  of  Hennepin  County,  Minn.  The  cost  of  the  entire 
project  was  a  little  less  than  $2,400,000." 

This  letter  is  written  by  George  H.  Mallon,  who  was  chairman  of  the  Board 
of  County  Commissioners  of  Hennepin  County  during  the  entire  period  of  my 
connection  with  the  Fort  Snelling,  Minn.,  bridge,  which  extended  over  four 
years. 

Secretary  Wilbur.  What  was  your  connection  with  that,  Mr.  Wheeler? 
Mr.  Wheelee.  I  was  the  engineer  in  complete  charge  of  the  project. 
This  letter  is  dated  February  4,  1928 : 

*'To  whom  it  may  concern: 

*•  This  is  to  certify  that  Walter  H.  Wheeler,  of  Minneapolis,  was  engineer 
for  Hennepin  County,  Minn.,  in  charge  of  location,  design,  and  construction  of 
the  Fort  Snelllng-Aiendota  Bridge  project,  which  includes  4%  miles  of  concrete 
paved  highway  with  27-foot  pavement  and  43-foot  roadway,  one-half  mile  of 
36-foot  concrete  pavement  with  curb  and  gutter,  and  the  Fort  Snelling-Mendota 
Bridge. 
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"  The  Fort  Snelling-Mendota  Bridge  is  4,119  feet  long,  60  feet  8  inches  wide, 
with  a  45-foot  roadway  and  two  6-foot  sidewalks.  Roadway  is  designed  to 
carry  double-track  street-car  line  in  the  center.  There  are  12  three-quarter 
2-rib  arch  spans  in  the  bridge,  each  span  being  304  feet  center  to  center  of  piers, 
384  feet  in  the  clear.  The  floor  of  the  bridge  is  120  feet  above  normal  water 
level.  There  are  12  caisson  piers  and  2  end  piers  supporting  the  arches.  Each 
caisson  pier  consists  of  four  caissons  sunk  to  bedrock  at  depths  varying  from 
about  55  feet  to  above  90  feet  below  the  surface,  averaging  about  70  feet  deep. 
Four  of  th%  main  piers  are  in  water  and  the  rest  in  soft  mud.  The  foundations 
of  this  bridge  are  deeper  and  more  difficult  to  construct  than  the  foundations 
of  any  bridge  in  this  vicinity  with  which  we  are  familiar." 

Question.  I  suggest  that  you  just  file  that. 

Answer.  All  right ;  I  will. 

(The  remainder  of  the  letter  is  as  follows:) 

"  Mr.  Wheeler  was  awarded  the  contract  for  engineering  on  this  bridge  on 
July  16,  1923.  He  began  location  surveys  and  test  drilling  promptly.  In 
September,  1923,  he  submitted  a  complete  report  on  location,  in  which  he  con- 
sidered six  different  locations  of  the  bridge,  two  for  high-level  bridges  and  four 
for  low-level  bridges.  In  this  report  he  covered  the  matter  so  fully  that  the 
board  was  able  to  select  the  location  for  the  bridge  at  once  and  also  to  decide 
upon  a  high-level  bridge.  Opposition  to  the  location  selected  developed  in 
Ramsey  County  and  the  city  of  St.  Paul.  After  going  into  the  matter  fully, 
the  board,  on  Mr.  Wheeler's  recommendation,  changed  the  location  to  the  second 
high-level  bridge  location  originally  recommended  by  him. 

"  In  October,  1923,  Mr.  Wheeler  submitted  his  report  on  design  of  the  bridge, 
including  preliminary  estimates  and  designs  for  four  different  types  of  bridge. 
On  recommendation  of  Mr.  Wheeler,  the  board  had  him  prepare  plans  and  speci- 
fications for  a  steel  bridge  and  also  a  recinforced-concrete  arch  bridge,  and  bids 
were  called  for  on  these  two  different  plans  and  specifications  in  February,  1924, 
and  the  contract  let  for  construction  of  the  concrete  bridge  February  26,  1924. 

''  The  concrete  bridge,  according  to  the  bids  received,  cost  $104,000  more  than 
the  steel  bridge,  but  the  board  considered  it  a  better  investment  because  of  the 
saving  in  maintenance  cost  and  the  very  beautiful  appearance  of  the  concrete 
bridge.  The  bridge  was  completed  and  opened  to  traffic  November  8,  1926.  Dur- 
ing the  construction  of  the  bridge  the  approach  roads  were  graded  and  paved, 
so  that  with  the  opening  of  the  bridge  the  entire  project  was  complete  and  ready 
for  traffic. 

"  In  all,  12  different  contracts  were  let  on  this  project,  all  to  the  lowest 
responsible  bidder,  in  accordance  with  Mr.  Wheeler's  recommendation  and 
without  readvertising.  The  work  was  carried  on  smoothly  and  rapidly.  The 
total  cost  of  the  bridge,  including  engineering,  was  about  $2,050,000,  and  the 
approaches  about  $300,()00.  The  original  appropriation  asked  from  the  legis- 
lature was  $2,600,000  for  the  bridge  alone.  The  final  appropriation  made  was 
$2,400,000  for  the  entire  project.  The  cost  of  the  bridge  is  $8.20  per  square 
foot  of  bridge-floor  area.  Two  other  large  concrete  bridges  were  constructed 
by  the  city  of  Minneapolis  during  the  time  the  Mendota  Bridge  was  under 
construction,  namely,  the  Cappelin  Bridge  and  the  Ford  Bridge.  Another 
large  concrete  bridge  was  also  built  in  the  city  of  St.  Paul.  None  of  these 
bridges  are  as  high  as  the  Mendota  Bridge  and  the  foundations  for  them  are 
not  as  deep  as  the  Mendota  Bridge,  although  they  cost  practically  twice  as 
much  per  square  foot  of  bridge-floor  area.  We  have  made  a  thorough  search 
and  can  not  find  any  reinforced  concrete  bridge  that  is  comparable  with  the 
Mendota  Bridge  in  size  that  has  been  built  since  1916  for  anywhere  near  as 
low  a  price  per  square  foot  of  bridge-floor  area  or  per  cubic  yard  of  concrete 
as  the  Mendota  Bridge. 

"As  far  as  we  can  learn,  the  Mendota  Bridge  is  not  only  the  largest  concrete 
arch  bridge  anywhere  in  the  world  but  it  is  also  one  of  the  most  beautiful,  best 
designed,  and  best  constructed.  It  has  attracted  the  attention  of  engineers, 
contractors,  and  public  officials  throughout  the  world  and  a  great  many  have 
come  here  to  inspect  it  from  all  parts  of  the  United  States  and  from  many 
foreign  countries.  It  is  an  outstanding  achievement  in  engineering.  It  has 
met  with  the  universal  approval  of  engineers,  architects,  business  men,  news- 
papers, and  officials, 

"During  the  entire  period  of  Mr,  Wheeler's  employment  on  this  work,  the 
undersigned  was  chairman  of  the  Hennepin  County  Poard  of  Commissioners 
and  in  close  touch  with  all  of  Mr.  Wheeler's  work  on  this  project. 
"  Yours  very  truly, 

"  Geo,  H.  Mallon." 
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Question.  Now,  Mr.  Wheeler,  please  state  to  the  commission  bow  you  first 
became  interested  in  the  Flathead  project. 

Answer  The  first  knowledge  that  I  had  of  the  Flathead  River  power  sites 
I  obtained  from  an  article  which  appeared  in  the  Engineering  News  Record, 
as  I  recall  it,  a  number  of  years  ago,  describing  the  power  resources  of  thi» 
particular  region  in  Montana. 

I  discussed  the  matter  to  some  extent  with  Mr.  C.  S.  Heidel,  who  was  then 
the  State  engineer  of  the  State  of  Montana,  and  thought  no  more  about  it 
until  early  in  the  spring  of  1927,  when  I  received  a  letter  from  ^u  attorney 
by  the  name  of  A.  A.  Grorud,  inquiring  if  I  would  be  interested  in  some  power 
sites  in  the  State  of  Montana.  I  can  not  state  exactly  what  all  the  corre- 
spondence was  in  regard  to  it,  but  the  upshot  of  it  was  that  I  advised  him  that 
I  did  not  think  I  would  be.  Later  on  it  was  again  brought  to  my  attention  by 
Mr.  Grorud,  and  he  urged  that  I  become  interested  in  this  power  matter,  and 
after  some  correspondence  with  him  I  met  him  in  Washington  in  September, 
1927,  and  discussed  the  matter. 

Question.  Mr.  Wheeler,  did  Mr.  Grorud  indicate  why  he  was  bringing  this 
project  to  your  attention? 

Answer.  Well,  he  told  me  it  was  a  project  which  the  Indians  of  the  Flathead 
Reservation  were  interested  in  and  which  they  wanted  to  have  developed. 

Question.  What,  if  anything,  do  you  know  of  his  connection  with  the  Flathead 
Indians? 

Answer.  Well,  I  understood  that  he  was  the  attorney  for  the  Flathead  Tribe 
of  Indians. 

Question.  Did  he  make  known  to  you  what  the  Indians  wanted  for  their 
rights  in  this  project? 

Answer.  Well,  he  wanted  me  to  make  him  an  offer  which  he  could  submir  to 
the  Indian  tribes  for  the  leasing  of  all  the  power  sites,  water  rights,  and  flowage 
rights,  which  I  understood  were  the  property  of  the  Indians. 

Question.  Now,  what  occurred  after  your  conference  with  Mr.  Grorud  in 
Washington? 

Answer.  I  expressed  to  Mr.  Grorud  doubt  that  the  Federal  Power  Connnis- 
sion  would  be  interested  in  an  application  from  me,  inasmuch  as  the  Montana 
Power  Co.,  or  Rocky  Mountain  Power  Co.  rather,  was  in  the  district,  and  I 
did  not  know  just  where  I  could  get  a  market  for  this  power.  So  he  invited 
me  to  go  over  and  talk  to  the  secretary,  executive  secretary  of  the  Federal 
Power  Commission,  with  him. 

Question.  Who  was  the  executive  secretary  of  the  Power  Commission  at 
that  time? 

Answer.  Mr.  O.  C.  Merrill.  So,  accordingly,  we  went  over  to  the  secretary's 
oflace^— I  think  this  was  on  September  3,  1927 — and  we  found  that  Mr.  Merrill 
was  out  of  the  city  and  that  Major  Reinicke  was  the  acting  secretary  in  his 
absence.  I  told  Major  Reinicke  that  I  understood  that  the  Rocky  Mountain 
Power  Co.  had  an  application  filed  on  these  power  sites  in  1920,  and  that  they 
were  in  the  field  out  there,  and  I  could  not  understand  why  their  application 
had  not  "been  granted,  and  I  would  like  to  have  him  explain  to  me  why  it 
had  not.  His  answer  was  that  the  Rocky  Mountain  Power  Co.  had  never  been 
able  to  arrive  at  an  agreement  with  the  Flathead  Indians  for  the  use  of  their 
power  sites,  water  rights,  flowage  rights,  and  so  on,  and  that  the  Federal 
Power  Commission  would  not  grant  a  permit  to  anybody  that  did  not  first  have 
an  agreement  with  the  Flathead  Indians  for  the  use  of  these  sites. 

That  being  the  case,  I  asked  Major  Reinicke  if  I  was  able  to  negotiate  an 
agreement  with  the  Flathead  Indians  whether  or  not  I  could  get  the  permit 
from  the  Federal  Power  Commission,  and  he  told  me  that  I  probably  could. 
With  that  as  a  basis,  I  felt  that  I  was  justified  in  looking  into  the  matter 
further,  so  I  called  on  the  various  officers  in  Washington  to  collect  the  neces- 
sary data  with  which  to  make  a  study  of  the  situation.  There  was  considerable 
data  on  file  in  the  Washington  office,  and  I  secured  as  much  of  that  as  I  could 
at  that  time,  and  took  it  back  to  Minneapolis  with  me,  and  made  a  rather 
thorough  study  of  all  of  this  data,  and  arrived  at  the  conclusion  that  here  was  a 
good  power  situation  where  the  power  could  be  developed  at  a  very  low  cost,, 
and  that  being  the  case,  that  possibly  a  market  could  be  developed  for  the  use 
of  this  power. 

Question.  Did  you  take  any  steps  then  to  negotiate  for  an  agreement  with 
the  Indians  for  that  water  right? 

Answer.  I  advised  Mr.  Grorud  that  I  was  Interested  in  pursuing  the  matter 
further,  and  outlined  to  him  an  offer  which  I  might  be  willing  to  make  to  the 
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Flathead  Indians  under  the  conditions.  He,  after  some  correspondence,  sug- 
gested that  I  come  to  Washington  to  discuss  this  matter,  and  accordingly  I  did 
come  to  Washington,  either  in  October  or  November,  1927,  and  at  that  time 
negotiated  a  lease  or  contract  for  a  lease  which  Mr.  Grorud  was  willing  to 
approve,  and  I  also  wrote  a  letter  to  the  Flathead  Indians  and  submitted  this 
contract  to  them  through  Mr.  Grorud,  their  attorney. 
Question.  Was  this  contract  ever  accepted  by  the  Indians? 
Answer.  Yes ;  the  Indians  held  a  tribal  council  meeting,  so  I  was  informed — 
I  did  not  attend  the  meeting — and  passed  a  resolution  in  which  they  rejected  an 
offer  which  had  been  made  to  them  by  the  Rocky  Mountain  Power  Co.  and 
accepted  the  offer  which  I  had  made  to  them,  and  authorized  their  officers  to 
execute  an  agreement  with  me. 

Question.  Will  you  produce  the  executed  contract  between  yourselves  and 
the  Flathead  Indians? 

Answer.  I  have  here  a  certified  copy  of  the  resolution  and  the  executed 
contract.     [Handing  papers  to  Mr.  Forbes.] 

Mr.  Forbes.  I  offer  these  in  evidence  as  W^heeler  Exhibits  2  and  3. 
Mr.  BoxNER.  The  resolution  will  be  Exhibit  2  and  the  contract  Exhibit  3. 
(The  papers  referred  to  were  marked  "Exhibit  2,  applicant  W.  H.  Wheeler," 
and  '•  Exhibit  3,  applicant  W.  H.  Wheeler.") 

Mr.  Pope.  If  the  commission  please,  before  the  admission  of  those  docu- 
ments, will  we  be  granted  an  opportunity  to  examine  them?  Whether  objection 
will  be  interposed  or  not  I  can  not  tell  until  I  see  them. 

Secretary  Wilbur.  If  there  is  no  objection,  you  may  look  at  the  documents. 
[Handing  the  papers  to  Mr.  Pope.]  You  may  enter  an  objection  later  if  you 
wish  to. 

The  Witness.  I  wish  to  put  in  the  letter  also  which  I  wrote  to  the  Indians. 
Mr.  Forbes.  Y'es. 

Question.  I  show  you  what  appears  to  be  a  carbon  copy  of  a  letter  signed  by 
you  and  ask  you  to  state  what  it  is.     [Handing  a  paper  to  the  witness.] 

Answer.  This  is  a  letter  dated  Washington,  D.  C.  November  2,  1927,  addressed 
to  the  Flathead  Confederated  Tribe  of  Indians,  at  Poison,  Mont.,  and  signed  by 
me,  in  which  I  make  my  offer  to  the  Indians. 
Question.  Where  is  the  original  of  this  letter? 
Answer.  The  original  is  with  the  Indians. 
Question.  And  that  is  a  copy  of  it? 
Answer.  That  is  a  copy  of  it ;  yes. 

Mr.  Forbes.  If  the  chairman  please,  I  think  we  can  produce  the  original  of 
this  exhibit.    May  we  have  this  read? 
Secretary  Wilbur.  Y^ou  may  read  it. 
Mr.  Forbes  (reading)  : 

Washington,  Xovemher  2,  J 927. 
Flathead  Confederated  Tribes  of  Indians, 

Poison,  Mont. 
Gentlemen  :  Referring  to  the  water-power  rights  on  the  Flathead  River  and 
its  tributary  streams  and  lakes,  and  on  Flathead  Lake  and  its  tributary  streams 
and  lakes  situated  within  the  boundaries  of  the  State  of  Montana,  and  which  I 
understand  are  owned  and  controlled  solely  by  you. 

I  hereby  propose  to  execute  an  agreement  with  you  to  lease  all  of  said  water- 
power  rights,  including  the  necessary  lands,  water  rights,  power  rights,  flowage 
rights,  dam  sites,  power-plant  sites,  and  any  rights  of  way  required  for  trans- 
mission lines,  telephone  lines,  telegraph  lines,  highways,  railways,  ditches, 
flumes,  canals  and  (or)  for  any  other  purpose  in  connection  with  the  develop- 
ment, maintenance,  and  operation  of  power  plants,  and  pay  therefor  a  total 
annual  rental  of  $1.50  per  kilowatt  per  annum  for  the  average  amount  of 
power  generated  per  annum  as  measured  by  standard  wattmeters  on  the  switch- 
boards of  the  said  power  plants.  Said  rental  to  be  placed  to  your  credit  with 
the  Treasurer  of  the  United  States  at  the  end  of  each  operating  year,  as  pro- 
vided in  the  Federal  water  power  act  (approved  June  10,  1920,  vol.  41,  Stats.  L. 
1063),  first  payment  to  become  due  on  year  after  first  power  plant  is  placed 
in  operation  and  succeeding  payments  to  become  due  annually  thereafter. 

I  further  propose  to  make  formal  application  to  the  Federal  Power  Commis- 
sion for  a  preliminary  permit  for  three  years  in  accordance  with  the  terms  of 
said  agreement  after  said  agreement  is  properly  and  legally  executed  by  you 
and  delivered  to  me  at  my  omce,  1112  Metropolitan  Life  Building,  Minneapolis, 
Minn,  This  proposal  is  for  immediate  acceptance. 
Respectfully  submitted. 

Walter  H.  Wheeler, 
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Secretaiy  Wilbur.  What  is  that?  $1.50  per  kilowatt?  Will  you  state  that 
again,  please? 

Mr.  Forbes  (reading).  "Pay  therefor  a  total  annual  rental  of  $1.50  per  kilo- 
watt per  annum  for  the  average  amount  of  power  generated  per  annum." 

By  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  state,  if  you  know,  if  this  offer  of  yours  is  more 
favorable  to  the  Flathead  Indians  than  the  offer  of  the  Rocky  Mountain  Power 
Co.  to  which  you  refer. 

Answer.  Yes;  this  offer  was  more  favorable  than  the  offer  which  was  made 
by  the  Rocky  Mountain  Power  Co.    Their  offer  was  $1  per  horsepower  per  year. 

Mr.  Kelly.  Pardon  me,  what  was  yours? 

The  Witness.  $1.50  per  kilowatt  per  annum. 

Mr.  Kelly.  $1.12  per  horsepower? 

The  Witness.  $1.12  per  horsepower  a  year. 

By  Mr.  Forbes  : 

Question.  Do  you  know  what  the  net  return  to  the  Indians  would  be  under 
the  offer  of  the  Rocky  Mountain  Power  Co.,  according  to  the  plans,  as  you 
understand  them,  as  compared  with  your  offer,  according  to  your  plans  of 
development? 

Answer.  The  plans  of  development  of  the  Rocky  Mountain  Power  Co.,  as  out- 
lined in  their  application,  provide  for  an  estimated  load  factor  of  75  per  cent. 
They  also  provide  for  a  development  of  the— I  am  speaking  now  of  their  original 
application  for  a  permit — provide  for  the  development  of  all  five  sites  with 
approximately  the  same  head  and  approximately  the  same  lake  level  as  is  called 
for  in  my  application,  my  preliminaiy  application.  With  a  load  factor  of  75 
per  cent,  the  power  would  be  used  only  to  the  extent  of  75  per  cent ; 
consequently,  taking  the  full  amount  of  power  of  which  these  sites  are 
capable  of  developing,  with  the  storage  and  head  as  outlined  in  the  appli- 
cation, they  would  have  a  total  development  capacity  of  about  175,000  horse- 
power. So  that  the  return  to  the  Indians  under  their  offer,  as  I  understand 
their  offer,  would  be  $175,000  per  annum  when  their  project  was  fully  developed. 

Question.  Now,  what  would  yours  amount  to  on  that  same  basis — your  offer? 

Answer.  Under  my  offer,  and  with  the  uses  which  we  intend  to  make  of  the 
power,  we  would  have  a  very  much  higher  load  factor  to  begin  with,  and 
consequently  the  Indians  would  receive  a  considerably  larger  amount  of  money 
under  my  offer  with  the  same — if  my  offer  was  the  same  as  theirs  in  dollars 
and  cents  per  horsepower  year,  but  my  offer  is  121/^  cents  more  than  the  offer  of 
the  Rocky  Mountain  Power  Co.  per  horsepower  year ;  consequently,  assuming 
for  the  moment  a  load  factor  of  75  per  cent  for  both  developments,  the  Indians 
would  receive  12 1/^  per  cent  more  money  from  my  development  than  they  would 
from  the  full  development  of  the  Rocky  Mountain  Power  Co.,  assuming  that  the 
Rocky  Mountain  Power  Co.  goes  on  and  completes  the  development  of  all 
five  sites. 

Such  uses  as  I  have  for  the  power  give  a  load  factor  very  much  higher  than 
75 — in  the  neighborhood  of  90  or  95 — and  with  such  a  load  factor  the  Indians 
would  receive  15  to  20  per  cent  more  money  in  addition  to  the  12^^  per  cent 
already  described.  So  that  in  the  last  analysis  the  Indians  would  be  receiving, 
in  round  numbers,  speaking  in  general  terms  without  exact  calculation,  some- 
where in  the  neighborhood  of  35  per  cent  more  than  they  would  receive  from 
the  offer  of  the  Rocky  Mountain  Power  Co. 

Question.  Now,  will  you  produce  a  copy  of  your  application  for  a  preliminary 
permit? 

Answer.  Well,  I  have  not  a  complete  copy  of  the  application. 

Mr.  Bonner.  It  could  be  stipulated  in  evidence,  Mr.  Forbes,  as  part  of  our 
record. 

Mr.  Forbes.  I  would  like  to  have  a  stipulation  with  the  other  parties,  that 
all  of  the  original  applications  of  all  parties,  and  all  original  protests  and  any 
other  papers,  we  will  eventually  make  part  of  the  record. 

Secretary  Wilbur.  Will  that  suit  you,  Mr.  Kelly? 

Mr.  Kelly.  I  am  sorry.    I  did  not  hear  what  counsel  said. 

Mr.  Forbes.  I  think  we  could  all  save  a  lot  of  time  if  we  could  stii)ulale 
that  the  original  applications  and  any  protests  or  petitions  of  any  parties  to 
these  proceedings  be  made  a  part  of  the  record 'without  having  to  introduce 
them  as  physical  exhibits  in  this  case. 
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Mr.  Kelly.  Original  and  subsequent  applications  as  well? 
Mr.  Forbes.  Original  and  subsequent  applications. 

Mr.  Kelly.  All  applications  and  all  protests  may  be  considered  as  part  of 
this  record?     We  have  no  objection  to  that. 

Mr.  Forbes.  In  that  way  we  will  not  have  to  have  them  presented. 
Secretary  Wilbur.  It  is  so  ordered. 

By  Mr.  Forbes  : 

Question.  Have  you  got  a  copy  here? 

Answer.  No ;  I  do  not  have  a  copy  here. 

Secretary  Wilbur.  If  you  have  no  objection,  we  will  ask  the  executive  secre- 
tary to  list  the  various  things  which  you  have  given  in  your  general  cover,  and 
this  afternoon  we  will  have  that  list  read  into  the  record. 

Mr.  Forbes.  Very  well. 

Secretary  Wilbur.  That  will  avoid  any  general  statement  which  may  con- 
fuse our  record. 

By  Mr.  Forbes: 

Question.  Mr.  Wlieeler,  in  so  far  as  construction  is  concerned,  is  your  project 
similar  to  that  of  the  Rocky  Mountain  Power  Co.? 

Answer.  Well,  it  is  similar  in  this  respect :  That  there  are  five  power  sites 
and  that  it  is  the  purpose  to  develop  all  five  power  sites  to  the  fullest  capacity 
that  the  limitations  of  storage  will  permit. 

Secretary  Wilbur.  You  mean,  develop  them  simultaneously  or  develop  them 
in  sequence  over  a  certain  period  of  time? 

Answer.  Develop  them  in  steps.  Site  No.  1  would  be  the  first  development, 
because  that  has  the  storage. 

Secretary  Wilbur.  Have  you  any  time  limit  in  your  mind  on  the  develop- 
ment of  all  five? 

Answer.  Well,  it  would  take  a  very  few  years,  I  would  say,  to  develop  all 
five. 

Secretary  Wilbur.  Would  that  depend  upon  the  market  for  power  or  upon 
the  cost  of  installation? 

Answer.  It  depends  upon  the  market  for  power. 

By  Mr.  Forbes: 

Question.  Now,  will  you  refer  to  the  market  for  power  which  is  outlined 
in  your  application  for  a  preliminary  permit? 

Answer.  Yes,  sir. 

Question.  Will  you  read  that? 

Answer  (reading).  "The  proposed  use  or  market  for  the  power  to  be 
developed  is  as  follows: 

"  W^holesale  to  public-utility  companies,  industries,  municipalities,  corpora- 
tions, paper  mills,  or  other  agencies  Avhich  can  make  use  of  the  power. 

"  It  is  the  intention  of  the  applicant  to  develop  the  power  as  market  con- 
ditions and  circumstances  wartant  from  time  to  time  until  full  development  is 
reached,  as  provided  in  agreement  between  the  applicants  and  the  Flathead 
Confederated  Tribes  of  Indians,  copy  of  which  is  hereto  attached  and  marked 
'  Exhibit  J.'  " 

Question.  Now,  since  making  that  statement  of  your  proposed  use  of  the 
power,  have  you  made  any  further  studies,  negotiations  for  the  use  of  power 
developed  at  that  project? 

Answer.  I  have  made  very  extensive  studies  to  develop  all  the  possibilities 
that  were  possible  for  the  use  of  the  power,  and  by  extensive  investigations, 
correspondence,  and  negotiation,  have  shown  a  very  large  market  for  the 
powder  if  it  is  developed  on  a  conser^-ative  basis  of  capitalization  and  finance, 
so  that  it  can  be  sold  at  a  very  low  price. 

Question.  Will  you  take  up  the  several  markets  for  power  which  you  think 
you  can  develop,  and  give  to  the  commission  the  information  you  have  obtained? 

Answer.  I  have  prepared  a  statement  covering  the  later  information  which 
I  have,  both  as  to  the  flow  of  the  river  and  the  possible  power  development 
and  the  market  and  other  features  of  the  project,  which  I  would  like  to  put  in 
and  would  like  to  have  an  opportunity  to  explain.  It  also  includes  my  estimate 
of  the  cost  of  making  the  development  of  site  No.  1  and 

Mr.  Kelly  (interposing).  Might  we  have  a  copy  of  that,  Mr.  Forbes? 

Mr.  Forbes.  Yes.    Have  you  an  extra  copy  of  that? 

The  Witness.  No ;  I  have  not. 
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Mr.  FoKBES.  See  if  this  is  tlie  same  one.     [Handing  a  paper  to  the  witness.] 

Tlie  Witness.  This  is  quite  similar.    It  may  not  be  exactly  the  same. 

Mr.  Forbes.  Well,  Mr.  Kelly  probably  wants  exactly  the  same. 

Mr.  Kelly.  Well,  if  we  can  have  this  now  we  can  get  an  exact  copy  later  on. 

Mr.  Bonner.  Is  this  offered  as  an  exhibit? 

Mr.  Forbes.  I  would  be  very  glad  to  offer  it.  I  think  we  can  put  it  right  on 
the  record,  though,  in  connection  with  his  discussion  and  explanation  of  it, 

Mr.  I'ope.  May  it  please  the  commission,  before  this  is  offered  as  an  exhibit, 
inasmuch  as  this  undoubtedly  touches  the  most  vital  i^ortions  of  the  proposed 
testimony  of  the  witness,  we  would  think  that  the  orderly  procedure  would  be 
to  have  the  witness  lay  a  foundation  for  such  statement  as  may  be  contained 
in  that.  We  have  had  no  opportunity  to  inspect  it.  It  may  be  full  of  hearsay 
statements  or  statements  as  to  which  this  witness  is  not  competent  to  testify. 
We  have  no  objection  to  this  going  in  as  a  summary,  providing  he  has  first 
covered  the  ground  with  his  own  testimony.  We  object  at  this  time  to  the 
introduction  of  a  document  which  we  have  not  had  an  opportunity  to  inspect 
and  which  may  contain  matters  which  this  witness  is  not  competent  to 
testify  to. 

Mr.  Forbes.  I  am  not  offering  the  document  as  an  exhibit. 

Mr.  Pope.  I  beg  pardon.     I  thought  you  were. 

By  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  will  you  proceed  to  explain  to  the  commission  the 
principal  markets  for  power  which  your  investigation  has  caused  you  to 
believe  are  available  to  you? 

Mr.  Russell.  Mr.  Secretary,  might  I  suggest  that  we  mark  that  as  identified? 
Not  received  in  evidence  but  identified,  and  then  later  on,  if  they  want  to  put 
it  in  as  an  exhibit,  they  can  i-enew  the  offer. 

Secretary  Wilbur.  Is  there  objection  to  that? 

Mr.  Forbes.  None  whatever.  I  thought  I  would  save  time  and  space  by  not 
offering  it  as  an  exhibit. 

Mr.  Russell.  He  is  discussing  something  then  that  is  not  before  the  commission. 

Mr.  Forbes.  I  would  like  to  have  it  marked  for  identification  "  Wheeler  Ex- 
hibit 4  for  Identification." 

(The  paper  was  marked  "Wheeler  Exhibit  4  for  Identification.") 

Secretary  Wilbur.  Is  there  any  objection  to  having  copies  of  that  made  and 
supplied  with  the  others? 

Mr.  Forbes.  We  will  be  glad  to  have  that  done. 

Question.  Proceed,  Mr.  Wheeler. 

Answer,  I  have  found  from  my  investigation  that  there  is  a  local  market  for 
some  of  the  power  with  other  public  utilities,  with  local  industries ;  and  in 
addition  to  that  I  have  found  that  new  industries  of  great  magnitude  and  great 
importance  to  the  counti*y  and  particularly  to  the  development  of  that  section  of 
the  country  can  be  brought  into  the  field  to  use  this  power  if,  as  before  stated,  it 
is  sold  at  these  very  low  prices  as  proposed  *by  me. 

The  most  outstanding  use  that  I  have  found  for  the  power  is  for  the  manu- 
facture of  what  are  called  high-analysis  fertilizers  for  use  throughout  the 
United  States  on  the  farms  of  this  country  and  also  for  export  shipment.  I 
have  called  the  Flathead  River  power  site  the  "  Muscle  Shoals  of  the  West " 
because  of  that  fact. 

On  the  Flathead  River  we  have  an  ideal  set-up  for  the  manufacture  of  high- 
analysis  fertilizers,  which  are  taking  the  place  of  the  old  type  of  fertilizers 
and  which  are  destined  to  become  the  fertilizers  of  the  future.  What  the  Nation, 
and  particularly  the  farmer,  hope  to  see  at  Muscle  Shoals — namely,  a  huge 
electric  chemical  industry  making  high-analysis  fertilizers — can  better  be 
accomplished  on  the  Flathead  River  in  Montana  than  it  can  at  Muscle  Shoals, 
according  to  my  investigation. 

The  continuous  prime  power  capacity  of  Muscle  Shoals  when  fully  developed 
Is  about  200,000  horsepower.  This  is  according  to  the  Government's  reports 
upon  that  project.  The  power  capacity  of  the  Flathead  River  sites  when  fully 
developed  with  the  storage  that  is  now  proposed — namely,  a  2,893  elevation 
down  to  2.875  elevation — is  214,000  horsepower  of  continuous  prime  power.  For 
the  manufacture  of  these  high-analysis  fertilizers  by  the  electric  process,  con- 
tinuous prime  power  is  required  In  very  large  blocks. 

The  ultimate  possible  continuous  prime-power  capacity  of  the  Flathead  River 
power  sites  when  the  storage  is  fully  developed  is  over  300,000  horsepower. 


SURVEY  OF  COXDITIONS  OF  INDIANS  IN  UNITED  STATES     3673 

That  may  be  compared  with  the  installed  capacity  of  Niagara  Falls  of  about 
350.000  horsepower,  Niagara  Falls  being  the  largest  development  in  the  United 
States. 

Ill  1925,  7,455,000  tons  of  fertilizer  were  sold  in  the  United  States,  which  con- 
tained plant  food  as  follows :  Ammonia,  152,076  tons ;  potash,  205,000  tons ; 
phosphoric  acid,  811,819  tons. 

Or  a  total  of  1,168,895  tons,  or  about  16  per  cent  actual  plant  food,  contained 
in  this  7,455,000  tons  of  fertilizer,  upon  which  the  farmer  has  to  pay  railroad 
freight. 

Within  100  to  400  miles  of  the  Flathead  River  power  sites  in  the  States  of 
Montana.  Idaho,  Wyoming,  are  over  5,387,000,000  tons  of  phosphate  rock.  (See 
U.  S.  Geological  Survey  Bull.  795-G,  p.  163.) 

In  the  States  of  Florida,  Arkansas,  Kentucky,  South  Carolina,  and  Tennessee 
the  same  authority  estimates  326,000,000  tons  of  phosphate  rock.  Phosphate 
rock  is  the  raw  material  from  which  phosphoric  acid  is  manufactured.  Hence 
there  is  seventeen  times  as  much  of  the  essential  raw  material  available  to  the 
Flathead  River  power  sites  as  there  is  available  in  the  Southeastern  States, 
where  Muscle  Shoals  is  situated.  The  raw  materials  for  the  production  of 
potash  occur  in  considerable  quantity  in  the  State  of  Utah,  potash  being  pro- 
duced from  these  materials  at  Marysville,  Utah.  (See  Bulls.  511,  512,  and  620 
of  the  U.  S.  Geological  Survey.) 

The  raw  material  for  the  manufacture  of  synthetic  nitrogen  or  ammonia  by 
the  electric  process  is  available  at  the  Flathead  River  power  sites.  Thus  it  will 
be  seen  that  all  the  chief  essential  plant  foods  for  the  manufacture  of  high- 
analysis  mixed  fertilizers  are  more  available  to  the  Flathead  River  power  sites 
than  they  are  to  Muscle  Shoals.  The  great  essential  to  the  manufacture  of 
these  fertilizers  is  very  cheap — continuous  electric  power  in  large  quantities. 
The  Flathead  River  power  sites  can  be  developed  at  a  cost  of  $85  per  horse- 
power of  continuous  prime  power,  which  makes  this  power  one  of  the  cheapest 
developments,  if  not  actually  the  cheapest  hydroelectric  development  in  the 
United  States. 

About  1.65  horsepower-years  of  power  is  required  to  produce  1  ton  P^Os  phos- 
phoric pentoxide.  Thus  the  continuous  cost  of  electric  power  is  a  very  impor- 
tant part  of  the  cost  of  the  new  high-analysis  fertilizer.  By  the  electric  process 
high-analysis  fertilizers  are  produced  which  carry  a  high  per  cent  of  plant  food 
as  compared  with  the  so-called  treble  superphosphate  produced  at  Anaconda, 
Mont.,  by  the  sulphuric-acid  process,  and  which  contains  about  45  per  cent  of 
available  phosphoric  acid.  The  high-analysis  fertilizers  carry  a  very  much 
iigher  per  cent  than  that — as  high  as  70  or  80  per  cent  of  plant  food. 

The  saving  in  freight,  coupled  with  very  low  costs  of  production,  with  power 
from  the  Flathead  sites  makes  it  possible  to  ship  these  high-analysis  fertilizers 
from  Montana  to  all  parts  of  the  United  States  in  competition  with  other  domes- 
tic and  foreign  fertilizers.  It  also  makes  it  possible  to  enter  the  world  markets 
Jn  competition  with  foreign  fertilizers,  and  thus  increase  the  export  trade  of 
the  United  States.  Therefore  it  is  my  opinion  that  the  Flathead  River  power 
sites  used  for  the  production  of  high-analysis  fertilizers  will  be  of  much  greater 
value  to  the  Nation  and  to  the  farmers  of  the  Nation  than  Muscle  Shoals.  ] 
find  that  prominent  men  in  the  fertilizer  industry  and  others  qualified  to  speak 
on  the  subject  concur  with  me  in  this  belief.  The  freight  rate  on  acidulated 
and  ammoniated  phosphates,  which  are  the  products  produced  at  Anaconda, 
from  Anaconda,  Mont.,  to  Seattle,  Wash.,  for  export  purposes  is  $4  per  ton. 
The  rate  to  the  same  point  for  domestic  consumption  is  $6  per  ton.  The  rate 
from  Seattle  to  New  Orleans  by  water  is  $9  per  ton  in  carload  lots.  The  rate 
from  Seattle  to  New  York  is  $10  per  ton  in  carload  lots.  However,  there  is  a 
rate  from  New  York  to  Seattle  in  500-ton  lots  of  $5  per  ton,  and  it  is  assumed 
that  the  same  rate  can  be  had  for  shipments  from  Seattle  to  New  York.  The 
iill-rail  rate  from  Anaconda  to  Minneapolis  is  $6.80  per  ton  in  shipments  of  40 
tons  in  a  carload. 

There  is  at  present  no  joint  rate  by  rail  and  water  over  the  Mississippi 
River  barge  line,  but  I  am  informed  that  there  will  be  such  rates  next  year, 
which  will  make  it  possible  to  distribute  fertilizer  by  rail  and  water  over  the 
rew  inland  waterways  systems,  and  Anaconda  is  in  the  immediate  vicinity  of 
the  Flathead  River  power  sites,  and  the  freight  rates  from  a  fertilizer  factory 
located  at  or  near  these  power  sites  should  be  substantially  the  same  as  the 
freight  rates  existing  from  Anaconda. 
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In  the  Government  report  on  Muscle  Shoals  the  average  cost  of  freight  for 
distribution  to  the  farmer  was  placed  at  $11  and  some  cents,  whereas  the 
freight  from  the  Flathead  River  power  sites  to  New  York  City  would  be  $11. 
In  other  words,  it  appears  that  the  Flathead  River  power  sites,  by  the  use  of 
rail  and  water  transportation,  can  reach  the  farms  of  the  country  on  almost 
the  same  freight  rate  that  Muscle  Shoals  can,  on  the  average,  according  to  the 
Government  figures. 

Mr,  DuNLAP.  Is  it  your  purpose  to  organize  and  start  a  fertilizer  company 
in  that  section? 

Answer.  No,  sir ;  it  is  not. 

Mr,  DuNLAP.  What. assurance  have  you  that  one  will  be  established? 

Answer.  Well,  we  expect  to  put  that  in  when  my  attorney  reaches  that  point, 
I  presume. 

Mr.  DuNLAP.  All  right. 

Secretary  Wilbur.  I  think  we  are  not  going  to  be  able  to  get  through 
with  this  witness  in  three  minutes  more,  are  we? 

Mr.  Forbes.  No  ;  I  think  not. 

Secretary  Wilbur.  Then  we  will  adjourn  until  3  o'clock  and  resume  at  this 
point.  In  the  meantime,  try  to  have  copies  ready  of  the  statement  that  has 
just  been  made. 

(Whereupon,  at  12.30  o'clock  p.  m.,  a  recess  was  taken  until  3  o'clock  p.  m. 
this  day.) 

AFT-EE  RECESS 

The  hearing  reconvened  at  3  o'clock  p.  m.,  pursuant  to  the  taking  of  a  recess. 
Appearances:  Same  as  before  noted;  also  Hon.  James  W.  Good,   Secretary 
of  War. 
Whereupon, 

Walter  H.  Wheeler  resumed  the  stand  for  further 

Direct  examination  by  Mr.  Forbes  : 

Question.  Mr  Wheeler,  you  were  discussing  the  utilization  of  power  from 
this  site  for  the  manufacture  of  fertilizer.  Will  you  continue  your  statement 
on  that  subject  from  where  you  left  off? 

Answer.  The  subject  of  the  fertilizer  is  quite  thoroughly  discussed  in  the 
majority  and  minority  reports  of  the  Muscle  Shoals  inquiry,  December  10,  1925. 

I  wish  to  point  out  that  in  this  report  the  cost  of  the  power  development  is 
given  by  the  Government  as  $57,000,000 ;  $9,000,000  is  charged  off  against  navi- 
gation, leaving  a  net  cost  of  the  power  development  of  $46,000,000  for  approxi- 
mately 200,000  horsepower  of  continuous  prime  power,  which  is  over  $200  per 
horsepower,  as  compared  with  $85  per  horsepower  for  the  Flathead  River 
development. 

Question.  You  have  estimated  the  cost  of  developing  the  Flathead  project 
at  $85? 

Answer.  At  $85  per  continuous  prime  power. 

Secretary  Wilbur.  Is  that  the  whole  development? 

The  Witness.  Site  No.  1  is  estimated  in  detail  and  thc^  other  sites  here  are 
of  such  a  nature  that  we  have  estimated,  without  going  into  detail,  that  they 
can  be  developed  for  approximately  the  same  price.  Inasmuch  as  the  storage 
is  all  created  at  the  site  No.  1  and  the  property  damage  is  included  in  the 
cost  of  site  No.  1,  I  think  that  will  be  true. 

The  Government  in  this  report  indicates  that  for  the  fertilizer  purpose  of 
electrochemical  fertilizers  they  might  consider  a  lease  of  power  from  the 
Muscle  Shoals  development  at  $20  per  horsepower  a  year.  I  am  offering  the 
power  from  the  Flathead  River  sites  for  $15  per  horsepower  a  year. 

The  prime  essential  in  the  electrochemical  industry,  elect rometallurgical  in- 
dustry, and  paper  industry  and  other  industries  of  that  character  is  cheap 
power  combined  with  the  raw  materials:  and  here  in  Montana  we  have  the 
set-up  of  the  raw  materials  and  the  very  clicap  pf)W(r  which  mak<>  \^^  in 
ideal  situation  for  a  fertilizer  industry. 

I  have  found  a  very  keen  and  active  interest  in  the  fertilizer  industry  in  this 
project;  in  fact,  a  very  insistent  inquiry  and  demand  for  just  such  a  situation 
as  we  have  there. 

Now,  the  cost  of  the  power  is  the  big  end  of  th(»  cost  in  the  manufacture 
of  phosphoric  acid  by  the  electric  process. 
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Mr.  Bonner.  Mr.  Wheeler,  you  wish  to  liavc  that  diagram  you  were  using 
identified? 

The  Witness.  Yes,  sir. 

Mr.  Bonner.  Just  read  the  title  of  it. 

Mr.  Forbes.  We  offer  this  document,  Majority  and  Minority  Reports  of  the 
Muscle  Shoals  Inquiry,  House  Document  No.  119,  dated  December  10,  1925,  as 
Wheeler  Exhibit  5. 

Mr.  Bonner.  That  will  not  be  an  exhibit,  inasmuch  as  it  is  a  public  docu- 
ment.    I  would  like  to  have  it  considered  as  part  of  the  record  by  reference. 

Secretary  Wilbur.  It  will  be  by  reference. 

Mr.  Forbes.  I  would  like  to  ask  right  there,  if  the  commission  please: 
There  has  been  some  difference  of  opinion  among  members  of  the  staff  of  the 
commission  and  myself  as  to  when  a  document  becomes  a  part  of  the  official 
record  of  this  hearing.  I  am  confident  that  it  is  requisite  that  documents  be 
identified  specifically  in  the  rt  cord  of  this  heading  in  order  to  be  made  an 
official  part  of  the  record,  and  that  the  files  and  records  of  the  Federal  Power 
Commission  are  not  of  themselves  an  official  record  of  this  hearing. 

Secretary  Wilbur.  That  is  our  understanding. 

Mr.  Forbes.  And  I  dislike  to  refer  to  additional  pieces  when  actually  they 
are  before  you  physically,  but  they  become  part  of  the  record  by  identification. 

The  Witness.  In  connection  with  this  reference,  I  wish  to  point  out  that 
the  $20  per  horst  power-year  is  arrived  at  by  assuming  an  interest  charge  of 
4  per  cent  on  the  investment,  which  is  much  lower  than  any  private  company, 
of  course,  would  get. 

Now,  the  cost  of  electric  power  in  the  electric  process  for  manufacturing^ 
phosphoric  acid  is  one  of  the  big  items  in  the  ultimate  cost  of  the  products. 

I  have  here  United  States  Department  of  Agriculture  Bulletin  No.  1179. 
which  we  wish  to  have  put  into  the  record  by  reference  to  at  least,  in  whicJi 
the  cost  of  producing  superacid  phosphate,  such  as  is  produced  for  fertilizer 
purposes  at  Anaconda,  Mont.,  is  worked  out  by  the  Government  in  comparison 
with  the  cost  of  producing  phosphoric  acid  and  superphosphate  by  the  electric- 
furnace  method. 

By  Mr.  Forbes: 

Question.  Mr.  Wheeler,  what  method  is  employed  at  Anaconda  which  you 
refer  to  there? 

Answer.  They  employ  the  acid  process,  using  sulphuric  acid  and  phosphate 
rock,  treating  the  phosphate  rock  with  sulphuric  acid  and  making  what  they 
call  a  treble  superphosphate. 

Question.  And  that  comparison  is  you  distinguish  the  cost  of  one  process 
from  the  cost  of  the  other? 

Answer,  Yes.  In  the  first  place,  phosphoric  acid  is  not  produced  by  the 
sulphuric-acid  process.  They  simply  produce  a  fertilizer  which  contains  avail- 
able phosphoric  acid  in  a  certain  per  cent,  but  they  do  not  produce  phosphoric 
acid.  By  the  electric-furnace  process  the  phosphoric  acid  is  first  produced  and 
then  the  phosphate  rock  is  treated  with  the  phosphoric  acid.  The  electric- 
furnace  process  has  the  advantage,  or  at  least  one  of  its  advantages,  that  run- 
of-mine  rock  can  be  used  in  producing  phosphoric  acid,  whereas  with  the 
sulphuric  acid  it  is  essential  that  the  rock  may  be  rather  well  selected  and  of 
high  grade. 

According  to  these  cost  figures  the  superphosphate  manufactured  by  the  sui- 
phuric-acid  process  costs  from  $44  per  ton  of  P2  Oo — that  is,  phosphoric  pent- 
oxide — to  $47.26  per  ton.  All  of  these  figures  are  given  without  including 
Interest  on  investment  in  the  fertilizer  plant,  so  that  they  are  all  on  the 
same  basis. 

The  same  tables  show  that  by  using  the  electric-furnace  method  superphos- 
phate can  be  produced,  where  the  electric  power  cost  $25  per  horsepower-year, 
for  from  $44.47  to  $47  per  ton  of  available  phosphoric  acid,  which  is  practically 
the  same  cost  as  by  the  sulphuric-acid  process. 

Now,  we  have  taken  this  table  and  rewritten  it,  using  $15  per  horsepower- 
year  as  the  basis  for  the  electric  end  of  the  manufacture  in  order  to  show  how 
much  cheaper  than  acid  phosphate  the  superphosphate  will  be  when  made  by 
the  electric  process,  using  -power  at  that  price,  and  we  arrive  at  a  cost  for  the 
available  phosphoric  acid  in  the  supei-phosphate  of  $31.56  per  ton  to  $34  per 
ton  by  the  electric  process,  with  power  at  $15  per  horsepower-year,  as  compared 
with  $44  to  $47  per  ton  of  available  phosphoric  acid  when  the  fertilizer  is  pro- 
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ducecl  by  the  sulphuric-acid  process,  showing  a  saving  per  ton  of  around  $13 
or  $14,  which  in  percentage,  roughly,  would  he  in  the  neighborhood  of — we  will 
put  it  in  this  way :  The  acid  phosphate  would  cost  40  to  45  per  cent  more  per 
ton  of  available  phosphoric  acid  than  by  the  electric  process  with  electric  power 
at  $15  per  horsepower-year. 

Mr.  Forbes.  I  would  like  to  offer  the  tabulation  just  referred  to  bv  the  wit- 
ness, consisting  of  two  pages,  as  Wheeler  Exhibit  5 ;  and  I  ask  that  the  United 
States  Department  of  Agriculture  Bulletin  No.  1179,  dated  December,  1928, 
with  special  reference  to  pages  15  to  16,  be  made  part  of  the  record  by  reference. 
I  direct  attention  of  the  commission  and  counsel  and  interested  parties  that  the 
tabulation  which  has  just  been  offered  as  Wheeler  Exhibit  No.  5  is  a  recalcula- 
tion of  the  calculation  appearing  in  the  bulletin  itself. 

Mr.  Bonner.  Have  you  three  copies  of  that  exhibit? 

Mr.  Forces.  We  haven't  just  at  this  minute. 

Mr.  Bonner.  Will  you  provide  them  for  usV 

Mr.  Forbes.  Yes. 

The  Witness.  Did  you  include  page  17  in  the  reference,  Mr.  Forl.es? 

:Mr.  Forbes.  Pages  15  to  17. 

Now,  if  the  chairman  please,  there  is  a  witness  here  that  we  would  like  very 
much  to  put  on  out  of  order  with  your  consent.  It  is  rather  difficult  to  get 
him  here. 

Secretary  Wilbur.  That  is  satisfactory.  You  have  no  objection,  have  you,  Mr. 
Wheeler? 

The  Witness.  No,  sir. 

(Witness  excu^d.) 

Whereupon — 

Chester  H.  Gray  was  called  as  a  witness,  and  having  been  first  duly  sworn 
was  examined  and  testified  as  follows: 

The  Witness.  I  am  the  representative  of  the  American  Farm  Bureau  Federa- 
tion. My  residence  is  in  Washington,  D.  C,  and  my  official  residence  is  601 
Munsey  Building,  this  city. 

I  remember  the  chairman  of  this  hearing,  the  Secretary  of  the  Interior,  re- 
marking this  morning  that  without  undue  length  he  desired  that  the  witnesses 
would  confine  themselves  to  the  pertinent  questions  at  issue.  To  our  mind, 
from  our  point  of  view  in  agriculture,  the  pertinent  point  at  issue  here  is  the 
cost  of  power  in  making  fertilizers. 

Thus  far,  for  a  long  number  of  years — that  is,  if  we  may  say  10  years  to  be 
a  long  number  of  years — the  F'arm  Bureau  organization  has  been  in  various 
ways  trying  to  get  a  material  reduction  in  the  prices  of  fertilizers  to  the  farm 
consumers  all  over  the  United  States.  At  this  time  the  farmers  are  using 
about  8,000,000  tons  of  commercially  mixed  fertilizer  annually,  which  amount 
is  gradually  increasing  every  year;  and  with  the  cost  factor  of  power  in  the 
making  of  fertilizers  as  high  as  it  ordinarily  is  there  will  be  no  material  pos- 
sibility of  reducing  the  price  of  fertilizers  to  the  farmers  from  manufacturing 
fertilizers  at  the  current  rates  of  power  if  by  the  current  rates  we  mean  the 
rate  which  is  ordinarily  charged  for  power  distribution  to  the  ultimate 
consumer. 

The  reason  we  are  interested  in  this  project  is  a  continuation  of  the  reason 
that  we  have  been  interested  in  Muscle  Shoals  for  almost  a  decade — the  possi- 
bility of  getting  to  the  farmer  a  material  reduction  in  the  price  of  his  highly 
concentrated  mixed  fertilizer;  and,  to  repeat,  that  can't  be  done  unless  the 
power  factor  is  held  at  a  rate  lower  than  the  usual  commercial  rate  for  distribu- 
tion of  i)ower. 

The  applicant  here,  Mr.  Wheeler,  has  put  into  the  record — and  I  knew  he  was 
going  to  put  it  in  the  record  from  a  previous  contact  with  him — a  rate  on  power 
of  $15  per  horsepower- j^ear,  which  is  materially  lower  than  the  prevalent  rate 
of  hydroelectric  iwwer ;  and  the  price  is  such — $15  i)er  horsepower-year — that 
by  use  in  making  fertilizers  such  as  he  has  described  and  other  ways,  which  ho 
hasn't  described,  will  make  it  possible  for  the  farmer  to  enjoy  those  reductions 
such  as  he  has  8r>ecified. 

It  is  not  necessary,  I  think,  for  me  to  go  into  an  ^elaborate  argument  on  this 
thing.     We  have  done  it  for  10  years  in  the  American  Farm  Bureau  Federation. 

Now,  in  regard  to  Muscle  Shoals:  We  are  looking  at  this  project,  the  Flat- 
head River  project,  through  exactly  the  same  spectacles  that  we  look  at 
Muscle  Shoals.  If  we  can  get  this  project,  through  the  granting  of  the  I'ower 
Commission,  a  permit,  and  a  license  to  Mr.  Wheeler  so  llial   this  project  can 
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begin  the  making  of  these  fertilizers,  even  ahead  of  the  congressional  decision 
on  Muscle  Shoals,  whatever  that  may  be,  we  shall  be  happy  because  the 
fertilizer  as  made  at  this  project  will  be  of  highly  concentrated  form,  carrying 
50  per  cent  and  beyond  of  plant  food,  so  that  by  transportation  they  can  be  sold 
all  over  the  United  States.  If  this  lessee,  Mr.  Wheeler,  should  propose  to  let 
out  this  power  to  a  fertilizer  company  as  a  subtenant,  which  subtenant  should 
make  these  fertilizers  of  the  present  form  that  the  average  farmer  is  ordinarily 
using,  which  does  not  go  much  beyond  15  or  10  per  cent  of  plant  food,  then  there 
would  be  no  attractiveness  to  this  project  from  the  point  of  view  of  the  Ameri- 
can farmer ;  but  with  the  developments  that  we  know  of  now  and  the  supplying 
of  our  markets  now  in  part  by  concentrated  forms  that  run  from  50  per  cent 
up,  it  is  possible  to  get  the  fertilizers  on  our  markets  from  Maine  to  Cali- 
fornia and  from  Mississippi  to  Minnesota  at  rates  that  the  freight  will  not 
make  the  price  prohibitive  because  they  are  shipping  to  a  large  extent  plant 
food  and  not  filler  such  as  ground  rock  or  anything  else  that  is  contained  in  so 
much  of  the  fertilizer  that  is  consumed  over  the  United  States. 

Now.  we  have  no  brief  to  hold  for  any  particular  applicant  for  any  particular 
hydroelectric  project  in  the  United  States,  except  that  when  any  applicant, 
gentlemen  of  the  commission,  which  in  its  offer,  offered  here  under  sworn 
testimony,  intimating  or  promising  a  power  rate  of  $15  per  horsepower-year, 
holds  out  to  us  in  agriculture  a  possibility  of  fertilizers  cheaper  because  of 
the  power  factor,  that  is  a  big  factor  in  the  final  price  of  commercial  fertilizers. 
So  I  wish  to  repeat  that  we  have  no  particular  brief  in  favor  of  any  one  par- 
ticular applicant,  excepting  that  we  are  attracted  to  any  applicant  in  this 
project  or  anywhere  else  where  fertilizer  is  possibly  to  be  made  who  makes 
a  rate  on  power  that  will  permit  power  to  be  used  in  fertilizer. 

I  am  frank  to  say  that  in  10  years  of  work  or  thereabouts  before  Congress 
on  the  Shoals  proposition  we  have  not  found  any  power  company — no  excep- 
tions— which  has  offered  to  make  a  power  rate  so  cheap  that  a  material  reduc- 
tion in  the  price  of  fertilizers  would  be  possible.  So  we  have  never  yet  been 
able  to  settle  the  Shoals  proposition.  I  don't  know  whether  Congress  will  be 
able  to  settle  it.  But  here  comes  along  a  proposition  that  is  a  substantial  and 
possible  fertilizer  development  equal  to  that  of  the  nearest.  Here  comes  along 
a  lessee  or  a  proposed  lessee  or  an  applying  lessee — whatever  word  you  care 
to  use — asking  for  this  project  to  lease  through  permit,  and  is  offering  to  use  a 
part  of  the  power  at  least  at  a  rate  which  will  anticipate,  perhaps,  the  develop- 
ment of  the  Shoals,  because  that  is  tied  up  in  knots  so  deep  that  I  don't  know 
whether  it  ever  will  be  untangled  or  not. 

Now,  in  regard  to  the  possibilities  of  this  Flathead  River  location  for 
fertilizer  making,  just  let  me  review  that  which  you  gentlemen  already  know: 
That  if  they  take  nitrogen  out  of  the  air,  whether  by  cj^animide  or  by  any  other 
synthetic  process,  it  is  just  as  capable  of  being  taken  from  the  air  as  any- 
where else  if  they  have  the  power  to  do  it  at  prices  which  permit  it  to  be  done 
economically. 

In  regard  to  the  phosphate,  we  have  many  times  as  much  phosphate  beds  in 
the  territory  contiguous  to  the  Flathead  River  project  as  we  have  in  any  other 
part  of  the  United  States.  Several  times  as  much  phosphates  lie  in  the  beds 
up  in  that  territory  as  do  contiguous  to  Muscle  Shoals:  and  so  far  as  potash 
is  concerned,  which  is  a  third  element  that  we  must  have  in  a  concentrated 
fertilizer,  it  is  just  as  available,  if  not  more  so,  to  the  Flathead  River  location 
as  it  is  to  the  Shoals  or  any  other  location  for  a  fertilizer  factory  in  the  United 
States:  that  is,  so  far  as  we  know  in  preliminary  surveys  and  investigations, 
most  of  the  potash  which  is  suspended  or  developed  in  the  United  States  is  in 
the  western  part  of  the  United  States,  so  that  this  location  is  more  contiguous 
to  the  potash  prospective  development  than  any  other  location  that  we  ever 
have  had  put  before  us  down  to  date. 

So  there  is  the  nitrogen  available  from  the  air  in  manufacture  as  well  as 
anywhere  else;  there  is  the  phosphate  rock  more  available  in  quantity,  and,  so 
far  as  contiguousness  to  this  particular  project  is  concerned,  just  as  close  as 
is  the  potash  and  the  phosphate  rock  to  the  Shoals  development,  and  the  potash 
is  more  contiguous  in  mileage  to  this  project  than  it  is  to  any  other  possible 
development  so  far  as  we  know.  Putting  those  three  things  together,  with  cheap 
power,  we  get  a  possibility  of  a  highly  concentrated  fertilizer  made  out  there 
seemingly  far  away  from  where  the  fertilizer  ordinarily  is  consumed  in  the 
United  States,  but  of  such  a  nature  that  it  can  be  transported  to  the  consuming 
areas  of  the  United  States  making  a  personal  application. 
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This  year  on  my  Missouri  farm,  which  I  own  and  operate,  I  have  bought  an«l 
am  now  applying  in  the  drilling  of  fall  wheat,  a  carload  of  the  triple  super 
phosphate  which  is  manufactured  at  Anaconda  by  a  process  by-product  from 
the  other  industries  there.  I  am  1,500  miles  away  from  that  factory,  and  even 
by  high  rail  rates  I  am  using  triple  superphosphate  manufactured  at  power 
costs  which  are  higher  than  $15  per  kilowatt-j'ear,  even  though  it  is  not  hydro- 
electric powder  in  full.  It  may  be  coal  power.  There  is  a  sample  of  how  far  45 
per  cent  triple  superphosphate  is  being  transported  now,  and  with  the  develop- 
ment which  is  now  known  and  economically  used  in  Germany,  in  the  United 
States,  and  variously  all  over  the  world,  these  fertilizers  can  carry  50,  60,  and 
75  per  cent  of  plant  food,  leaving  a  minimum  of  filler  to  be  shipped  around  all 
over  the  United  States,  making  this  fertilizer  capable  of  being  used  practically 
anywhere  in  the  United  States  by  joint  rail  and  waterways  of  transportation, 
whereas  if  it  carries  only  15  or  16  per  cent,  its  limit  of  circularizing  from  the 
point  of  manufacture  is  but  three  or  four  hundred  miles. 

Now,  our  interest,  gentlemen  of  the  commission,  is  this :  That  we  want  you 
to  give  the  keenest  and  the  closest  consideration  to  a  project,  to  a  proposal,  of  a 
permit  and  of  a  license  from  a  proposed  lessee  who  offers  a  rate  on  power 
which  is  low  enough — $15  per  horsepower  year — to  make  it  possible  to  develop 
a  fertilizer-manufacturing  plant  from  a  part,  at  least,  of  this  power.  I  want 
you  to  consider  finally  that  the  rates  which  other  power  in  the  United  States 
is  sold  at  do  not  hold  out  any  particular  inducement  to  the  American  farmer  so 
far  as  cheapened  fertilizer  price  is  concerned.  The  proposal  of  Mr.  Wheeler 
does  hold  out  that  inducement,  and  I  am  here  officially  to  suggest  to  you  gentle- 
men that  you  give  the  closest  analysis,  the  closest  consideration,  to  his  proposal, 
in  the  hope  that  if  the  permit  and  the  lease  should  be  granted  to  him  we  will 
have  in  Montana  a  fertilizer  development  in  keeping  with  the  fertilizer  develop- 
ments elsewhere  in  the  world. 

I  think  I  have  nothing  more  that  needs  to  be  said. 

Secretary  Wilbue.  Are  there  any  questions  you  want  to  ask? 

Direct  examination  by  Mr.  Forbes  : 

Question.  Mr.  Gray,  you  consider  the  leasing  of  this  power  to  an  organiza- 
tion, either  personal  or  corporate,  under  conditions  which  will  provide  for  the 
manufacture  of  cheaper  fertilizer  of  vital  international  interest? 

Answer.  I  do. 

Secretary  Wilbur.  Mr.  Kelly,  do  you  wish  to  ask  any  questions? 

Cross-examination  by  Mr.  Kelly: 

Question.  What  is  your  name,  please?    I  didn't  get  it. 

Answer.  Chester  H.  Gray. 

Question.  What  position  have  you  with  the  Farm  Bureau? 

Answer.  Washington  representative. 

Question.  How  long  have  you  lived  in  Washington? 

Answer.  Almost  four  years. 

Question.  What  was  your  connection  with  the  Farm  Bureau,  if  any,  prior 
to  that  time? 

Answer.  I  was  on  the  organization  committee  with  four  other  men  who 
started  the  American  Farm  Bureau  Federation.  Before  that  I  was  president 
of  the  Missouri  Farm  Bureau  Federation  for  four  years.  Following  the  crea- 
tion of  the  American  Farm  Bureau  Federation  in  1919  I  was  on  the  board  of 
directors  for  three  terms,  and  at  that  same  time  I  was  on  the  legislative  com- 
mittee of  the  American  Farm  Bureau  Federation,  since  which  time  I  have  been 
connected  in  one  capacity  or  other  with  the  Washington  oflices  here  of  the 
American  Farm  Bureau  Federation,  during  the  last  four  years  of  which  time 
I  have  been  Washington  representative,  which  means  director  of  legislation. 

Question.  In  that  connection  you  have  had  some  contact  with  the  Muscle 
Shoals  legislation? 

Answer.  Yes,  sir. 

Question.  In  the  manufacture  of  fertilizer  in  this  country  can  you  tell  us 
what  percentage  of  fertilizer  that  is  being  used  in  an  agricultural  way  is  made 
through  electric  i)ower? 

Answer.  Of  what  particular  kind  of  fertilizer  do  you  mean? 

Question.  Phosphoric-acid  phosphates. 

Answer.  A  small  percentage.  I  would  not  be  able  to  state  that  in  definite 
numbers. 

Question.  Less  than  4  per  cent? 
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Answer.  Perhaps  5  per  cent.  Somewhere  along  there.  I  don't  know  the 
exact  percentage. 

Question.  That  comes  as  a  by-product  of  a  baking-i)owder  plant,  does  it? 

Answer.  Not  entirely. 

Question.  What  other  sources  have  you  in  mind? 

Answer.  Direct  manufacture  of  the  phosphoric  content  by  the  electric  method. 
Some  of  that  is  done  in  Florida. 

Question.  In  Florida? 

Answer.  A  little  bit.    Some  is  done  in  Warner,  N.  J. 

Question.  At  any  rate,  of  this  seven  or  eight  million,  you  say,  tons  of  fer- 
tilizer that  is  used  in  this  country,  something  around  4  or  5  per  cent  only  is 
made  electrically  at  this  time? 

Answer.  Something  approximately  5-  per  cent,  I  would  judge,  from  my  memory 
of  the  statistics. 

Question.  And  there  has  been  no  increase  in  the  last  10  years  in  the  elec- 
trolytic making  of  fertilizer  products  in  this  country,  has  there? 

Answer.  In  this  country,  quite  right.     In  other  countries,  quite  wrong. 

Question.  As  a  matter  of  fact,  the  coal  and  coke  industries  have  been  able  to 
produce  fertilizers  and  have  been  producing  fertilizer  products  cheaper  than 
they  did  even  seven  years  back,  have  they  not? 

Answer.  Yes ;  on  account  of  the  power-cost  factor  largely. 

Question.  What  do  you  mean  by  the  power-cost  factor? 

Answer.  Because  their  power  is  cheaper  than  the  average  manufacturer  can 
get  it  in  America.  Whether  the  manufacturer  is  of  steel  or  of  fertilizer  is  quite 
immaterial. 

Question.  What  assurance  have  you  that,  if  this  permit  and  license  be  given 
to  Mr.  Wheeler,  he  can  or  will  sell  power  cheaper  than  anybody  else  that 
might  develop  this  project? 

Answer.  The  assurance  that  I  assume  the  Federal  Power  Commission  will  not 
grant  it  to  him  unless  in  his  contract  and  promise  it  is  definitely  set  do\vn 
as  he  has  testified  here  to-day.  If  the  Power  Commission  does  grant  it  to  him 
under  those  provisos,  it  will  be  carried  out. 

Question.  Don't  you  understand,  Mr.  Gray,  that  the  rate  for  the  sale  of 
power  in  the  State  of  Montana  and  in  States  of  this  country  generally  are 
fixed  by  a  commission  generally  known  as  the  public-service  commission  or 
fcome  other  commission  in  authority,  which  fixes  the  rates  which  may  be  charged 
and  must  be  charged  to  power? 

Answer.  I  know  that  quite  well,  and  I  also  know  that  public-service  commis- 
sions in  Montana  and  elsewhere  are  reflectors  of  public  sentiment,  and  public 
sentiment  is  wanting  cheap  power  now. 

Question.  But  this  would  be  one  power  plant  or  one  power  process  of  many 
in  the  State  of  Montana,  and  in  the  fixing  of  the  rates  which  must  be  charged 
to  a  manufacturing  industry  the  commission  would  be  required  to  take  into 
consideration  the  fact  that  the  individual  who  has  an  irrigation  pumping  plant 
or  lights  in  his  home  or  runs  a  feed  grinder  or  a  milking  machine  or  a  cream 
separator  or  a  carpet  sweeper  or  an  electric  range  in  his  home  is  entitled  only 
to  pay  his  fair  proportion  of  the  cost  of  maintenance  of  the  plant,  or  to  make 
a  fair  return  upon  it,  and  that  any  other  industry  that  gets  power  from  that 
same  plant  will  have  to  pay  relatively,  or  the  cost  of  that  power,  and  a  public- 
service  commission  can't  make  a  specific  rate  to  one  industry  and  charge  it 
back  to  some  other  industry  or  to  any  other  group  of  individuals;  is  that  true? 

Answer.  No.  It  is  true  applied  to  the  power  that  comes — to  quote  your 
words — from  that  one  plant ;  but  it  is  not  necessarily  true,  although  I  confess 
that  it  is  a  too  common  practice  that  the  rate  is  made  uniform  on  account  of 
high  overcapitalization  and  doubling  of  capitalization  and  interlocking  of  direc- 
torates which  control  capitalization  and  things  of  those  natures  that  the  public- 
service  commissions  in  various  States  have  permitted — the  accumulation  of 
costs — which  makes  the  rates  rather  exorbitant  to  the  ultimate  consumer.  How 
long  that  will  go  along  is  undeterminable  to  me,  but  I  feel  sure  that  it  will  not 
go  perpetually  ;  there  will  be  a  reaching  point  or  a  stopping  point  at  that ; 

I  and  our  effort  is  that  at  every  opportunity  where  we  can  stop  that  accumulation 
of  cost  factors  in  hydroelectricity,  such  as  one  instance  now,  here,  in  the  case 
of  Mr.  Wheeler's  proposal,  we  shall  use  that  as  a  method  of  stopping  the 
pyramiding  of  costs  to  the  ultimate  consumer.  I  answer  your  question  in  that 
way. 
Question.  Well,  that  does  not  answ^er  the  question  as  to  whether  or  not,  when 
the  public-service  commission  goes  to  fix  the  rates  for  this  company  that  de- 


3680     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

velops  this  project,  whatever  company  it  may  be,  it  may  make  one  rate  for  a 
block  of  power  to  a  fertilizer  enterprise  and  another  block  to  a  mining  enter- 
prise and  another  block  to  a  zinc  plant  and  have  different  rates  for  the  same 
amount  of  power  distributed  or  delivered  in  the  same  way.  The  rates  will  have 
to  be  uniform,  will  they  not? 

Answer.  Not  necessarily,  although,  as  I  said,  ordinarily  they  are  supposed 
to  be  that  way.  But,  to  elaborate  my  explanation  just  given,  the  cost  of  power 
is  susceptible  of  so  many  factors  being  piled  onto  it  that  the  question  comes 
before  a  public  service  State  commission  how  many  of  those  costs  shall  be 
piled  on  and  added  to  the  already  rather  too  high  cost,  so  that  eventually  the 
public  service  commissions  of  Montana,  perhaps,  and  other  States  will  be 
brought  definitely  before  the  question  as  to  how  much  higher  these  costs  shall  go. 

Now,  applying  this  to  Montana  specifically :  I  don't  know,  and  neither  does 
this  Power  Commission  of  the  Federal  Government  know,  whether  the  Montana 
Public  Service  Commission  would  grant  Mr.  Wheeler  this  thing  which  he  says 
he  will  build ;  but  I  know  as  well  as  I  know  that  2  and  2  make  4,  speaking 
oflScially  for  the  American  Farm  Bureau  Federation,  that  if  Mr.  Wheeler  is 
granted  this  permit  and  the  license  that  follows  it  to  construct,  the  public 
service  commission  in  Montana  will  be  face  to  face  with  a  very  embarrassing 
proposition  to  turn  down,  if  Mr.  Wheeler  comes  along  and  says  that  power  is 
at  $15  per  horsepower-year,  and  I  know  the  average  citizen  in  the  State  of 
Montana  will  react  favorably  to  that  kind  of  proposition.  In  other  words,  may 
I  say  to  the  commission  that  the  questions  which  we  are  discussing  here  are 
similar  to  those  which  we  have  had  for  10  years,  which  led  me  to  say  a  while 
ago  that  no  power  company  ever  had  offered  to  give  rates  to  manufacturers  at 
prices  which  would  permit  reasonable  and  material  reductions  in  the  making  of 
fertilizers. 

The  arguments  of  pyramiding  costs  and  increasing  prices  and  stabilizing 
prices  at  a  high  level  by  action  of  the  State,  by  State  public-service  commissions, 
has  always  been  a  haven  of  refuge  in  keeping  the  price  up  where  it  is  now. 
This  is  an  opportunity  to  see  whether  the  price  can  be  lowered  to  the  ultimate 
consumer.  I  don't  know  that  it  can  be  lowered,  but  I  say  here  is  an  oppor- 
tunity to  lower  it  so  that  in  making  fertilizers  the  farmer  will  get  a  materially 
reduced  price. 

Question.  What  have  you  to  assure  you  or  your  organization,  Mr.  Gray,  that 
Mr.  Wheeler  will  be  able  to  build  this  plant  and  produce  and  sell  electric 
energy  at  a  lower  rate  than  any  other  person  he  might— — 

Answer.  That  is  a  question  that  I  do  not  need  primarily  to  consider,  because 
the  Federal  Power  Commission  will  not  grant  him  either  the  permit  or  the 
license  if  in  its  w^isdom  it  is  satisfied  he  can  do  those  things. 

Mr.  Kelly.  That  is  all. 

Secretary  Wilbur.  Does  anyone  else  desire  to  ask  Mr.  Gray  any  questions? 

By  Mr.  Pope: 

Question.  You  have  stated,  I  believe,  on  interrogation  by  Mr.  Kelly,  that  the 
rate  to  be  fixed  for  the  delivery  of  the  power  will  be  fixed  by  the  Montana 
Public  Service  Commission? 

Answer.  Yes. 

Question.  You  understand  that  to  be  a  fact? 

Answer.  Yes. 

Question.  If  that  is  so,  I  take  it  that  the  rates  to  be  charged  for  power  for 
delivery  to  the  consumer  will  not  enter  into  the  terms  of  the  proposed  permit 
or  license? 

Answer.  I  don't  know  what  the  public  service  commission  in  the  State  of 
Montana  might  say  relative  to  that  detail. 

Question.  In  other  words,  it  is  left  up  in  the  last  analysis  to  the  Montana 
Public  Service  Commission  what  the  charges  shall  be  to  the  consumer  for  power 
delivered  from  this  development? 

An.swer.  I  would  judge  so,  and  if  that  is  so,  I  presume  that  the  commission 
would  fix  the  same  charges  regardless  of  which  company  received  the  license, 
whether  it  be  Mr.  Wheeler  or  somebody  else. 

Question.  The  elements  which  will  determine  the  ultimate  price  of  this  power 
will  be  the  same  in  either  instance? 

Answer.  Is  that  a  statement  or  a  question? 

Question.  I  am  asking  you  if  that  is  so. 

Answer.  State  It  again,  please. 
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Question.  If  the  Public  Service  Commissiou  of  Montana  fixes  the  rate  to  be 
charged  to  the  consumer,  you  will  understand  that  they  would  fix  the  same  rate 
regardless  of  who  received  the  license,  would  you  not? 

Answer.  Xo. 

Question.  Why  do  you  reach  that  conclusion  that  it  would  make  a  difference 
to  the  Montana  Public  Service  Commission  whether  Mr.  Wheeler  had  the 
license  and  was  making  the  development  or  whether  the  Rocky  Mountain  Power 
Co. 

Answer.  The  most  powerful  thing  in  the  United  States  would  be  the  con- 
trolling factor — public  sentiment.  Let  me  answer  fully.  I  don't  know  whether 
public  sentiment  in  Montana  would  be  in  favor  of  the  Rocky  Mountain  Power 
Co.  or  whether  it  would  be  in  favor  of  Mr.  Wheeler,  but  I  am  human  enough 
to  believe  that  if  Mr.  Wheeler's  application  is  granted  and  he  is  given  a  permit 
and  later  a  license  to  construct,  public  sentiment  would  be  in  favor  of  a  low 
priced  power ;  and  that  has  an  influence  on  the  determinations  and  actions  of 
any  elective  body.  I  might  say  it  sometimes  has  been  said  to  have  had  an 
influence  on  the  actions  of  judicial  bodies. 

Question.  This  sentiment  in  favor  of  cheap  power  would  be  a  constant  factor, 
would  it  not,  regardless  of  who  had  the  license  and  who  was  developing  the 
power  ? 

Answer.  The  saving. 

Secretary  Wilbur.  The  sentiment  would  be  the  same  no  matter  who  had  the 
license?     Everybody  wants  cheap  power. 

The  Witness.  The  sentiment  would  be  the  same ;  yes. 

By  Mr.  Pope: 

Question.  So  that  what  you  have  said  here  really  is  based  entirely  upon 
the  proposition  of  getting  cheap  power?  That  is  the  prime  consideration  in  your 
mind? 

Answer.  I  have  so  stated  it,  yes ;  to  the  commission. 

Question.  And  all  the  factors  tending  to  create  that  cheap  power  and  fix  the 
price  that  will  ultimately  be  charged  the  consumer  will  be  the  same  regardless 
of  who  receives  this  license? 

Answer.  I  would  judge  so. 

Mr.  Pope.  That  is  all. 

By  Mr.  Forbes: 

Question.  Mr.  Gray,  suppose  one  licensee  were  to  exaggerate  its  capital  in- 
vestment in  order  to  justify  the  high  rates  charged  and  another  licensee  w^ere 
not  to  exaggerate  its  capital  and  investment.  What  effect  would  that  have 
upon  the  rate-making  body? 

Mr.  Kelly.  To  which  we  object,  if  the  commission  please,  on  the  ground  that 
the  capitalization  upon  which  power  companies  are  permitted  to  earn,  under 
all  public  service  laws,  is  vitally  up  to  the  power  service  commission  itself,  and 
there  isn't  any  reason  to  suppose  that  one  applicant  or  the  other  will  have  any 
special  rights  or  privileges  in  the  exaggeration  of  its  capital  in  connection  with 
the  development  of  its  project. 

Secretary  Wilbur.  It  would  be  in  the  domain  of  the  State  power  commission. 
I  think  it  is  not  a  wise  question. 

By  Mr.  Scattergood  : 

Question.  Isn't  it  a  fact  that  in  the  making  of  rates  the  companies  usually 
file  the  rates  and  then  the  public  service  commission  of  the  State  either  approves 
of  the  right  or,  in  case  of  a  rate-case  contest,  will  amend  it?  Is  it  not  a  fact 
that  the  rate  is  first  made  by  the  public  service  commission  of  the  State? 

Answer.  The  rates,  as  I  understand  it — pardon  me.  You  are  referring  to 
hydroelectric  ? 

Question.  All  rates  are  made  by  the  companies  first,  are  they  not,  and  then 
filed  with  the  public  service  commission? 

Answer.  Hydroelectric  rates — you  are  not  referring  to  freight  rates? 

Question.  No;  power  rates. 

Answer.  They  are  made  by  the  State  public  service  commission,  as  I  under- 
stand it,  after  the  different  companies  interested  or  corporations  interested  have 
filed  their  information  with  the  public  service  commission. 

Secretary  Wilbur.  They  file  their  rates,  do  they  not? 
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The  Witness.  File  their  rates,  pardon  me.     Their  information  is  in  the  shape 
of  their  proposed  rates  and  the  reasons  sustaining  those,  Mr.  Chairman. 
Secretary  Wilbur.  Any  other  questions? 

By  Mr.  Forbes: 

Question.  You  haven't  any  knowledge  as  to  whether  or  not,  if  the  permit  is 
granted,  there  will  be  a  manufacturing  plant  for  the  purpose  of  manufacturing 
superphosphates  or  all  fertilizers  established  at  this  point? 

Answer.  I  am  informed  there  will  be;  less,  Mr.  Commissioner,  I  would  not 
have  the  reason  for  appearing  before  the  Federal  Power  Commission  asking 
them  to  give  serious  consideration  to  a  proposal  which  contemplates  the  making 
of  fertilizers. 

Secretary  Wilbur.  Any  other  questions? 

By  Mr.  Kelly: 

Question.  Who  so  informed  you,  Mr.  Gray? 

Answer.  Mr.  Wheeler. 

Question.  Anybody  else? 

Answer.  No. 

Question.  Did  he  tell  you  who  was  going  to  build  the  plant? 

Answer.  No. 

Question..  Did  he  tell  you  whether  or  not  he  had  any  financial  backing  in 
connection  with  the  construction  of  such  plant? 

Answer.  He  assured  me  it  was  ample. 

Question.  And  did  you  get  any  details  who  it  was  or  where  it  was  coming 
from? 

Answer.  No. 

Question.  How  often  have  you  talked  to  Mr.  Wheeler  about  this? 

Answer.  Twice. 

Question.  Have  you  talked  to  the  Rocky  Mountain  Power  Co.  about  their 
plants? 

Answer.  No ;  nor  any  other  power  company ;  because  the  rates  of  power  from 
the  power  companies  do  not  permit  the  making  of  fertilizers  at  prices  which 
will  benefit  the  farmer  consumer.     I  have  found  that  in  10  years  of  experience. 

To  answer  your  question  more  fully :  The  people  in  the  power  companies — 
that  is,  in  the  regularly  established  power  companies,  who  are  interlocked,  in  a 
way,  by  directors  or  otherwise  all  over  the  United  States — have  a  structure 
which,  if  they  break  down  in  giving  low^  rates  for  making  fertilizer,  they  have 
got  to  break  that  rate  down  in  giving  low  rates  for  everybody,  and  they  are 
in  a  position  similar  to  these  Federal — I  mean  to  these  State  servicer  commis- 
sions, so  that  if  the  power  people  begin  to  break  the  rates  down  in  one  struc- 
ture they  pretty  nearly  have  to  break  it  down  all  along ;  and  I  have  not  yet 
found  a  case  where  a  power  company  has  been  willing  to  give  a  rate  on  hydro- 
electricity  cheap  enough  to  reflect  itself  in  these  fertilizers,  which  have  to  be 
made  cheaply  and  spread  over  the  soils  of  the  Nation. 

Secretary  Wilbur.  Anything  further,  Mr.  Kelly? 

Mr.  Kelly.  No. 

Secretary  Wilbur.  Anyone  else?    Thank  you,  Mr.  Gray.    Mr.  Wheeler. 

Whereupon, 

Walter  H.  Wheeler  resumed  the  stand  for  further  direct  examination. 
By  Mr.  Forbes: 

Question.  Continue  your  statement,  please. 

Answer.  I  wish  to  have  incorporated  in  the  record  in  some  manner  Bulletin 
No.  36,  Fertilizer,  by  the  Bureau  of  Railway  Economics,  Washington,  D.  C, 
August,  1929;  and  I  wish  to  read  a  little  from  that. 

Mr.  Forbes.  I  would  like  to  have  that  offered  in  evidence  as  Wheeler  Exhibit 
No.  6,  and  I  might  say  that  we  want  additional  copies. 

Secretary  Wilbur.  If  there  is  no  objection  that  will  be  done  and  additional 
copies  supplied. 

The  Witness.  This  is  in  the  summary  on  the  first  page  (reading). 

"The  fertilizer  industry  is  of  great  importance  to  the  success  of  agriculture 
In  the  United  States.  Its  growth  in  the  past  28  years  is  indicated  by  the  output, 
which  rose  from  2,887,000  tons  in  1899  to  7,841,000  tons  in  1928,  an  nicrease  of 
172  per  cent.  The  industry  is  dependent  on  foreign  countries  for  many  of  its 
raw  materials.    Imports  of  fertilizer  and  fertilizer  materials  aggregated  2,837,000 
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tons  in  1928.  Chile  and  Germany  together  supplied  71  per  cent.  The  remainder 
came  from  42  other  countries.  Nearly  89  per  cent  of  the  imports  entered  the 
United  States  through  ports  nearest  to  the  largest  producing  and  consuming 
areas." 

By  Mr.  Foebes  : 
Question.  Now,  Mr.  Wheeler,  in  order  to  shorten  the  examination,  unless  you 
have  some  specific  point  you  want  to  bring  to  the  attention  of  the  commissioners, 
I  suggest  you  just  file  that,  although  if  there  is  any  special  point  you  care  to 
bring  out 

Answer.  Well,  I  would  like  to  bring  out  the  value. 

In  1899  the  wages  paid  to  the  fertilizer  industry  were  $4,185,000.  The  value 
of  the  products  was  $44,657,000.  The  value  added  by  manufacturing  was 
$15,698,000. 

In  1927  tlie  wages  paid  were  $17,649,000.  The  value  of  the  products  was 
$190,384,000.    The  value  added  by  manufacturing  was  $52,241,000. 

The  fertilizer  industry  is  in  a  state  of  flux,  and  it  is  completely  turning  over 
in  the  United  States.  That  is  the  information  that  I  have  received  from  a  num- 
ber of  big  fertilizer  companies  in  the  country  with  whom  I  have  discussed  this 
problem.  The  trend  is  all  toward  the  production  of  high-analysis  fertilizers, 
such  as  are  being  manufactured  in  Germany  and  shipped  into  this  country ;  and 
if  our  manufacturers  in  our  country  are  going  to  compete  with  foreign  com- 
panies they  have  to  get  into  the  high-analysis  fertilizer  manufacture;  and  they 
realize  it,  and  they  are  getting  into  it  as  fast  as  they  can. 

Now,  with  regard  to  the  available  raw  material,  Bulletin  795-G  of  the 
United  States  Geological  Survey,  describes  briefly  the  phosphate  fields  of  the 
W^est ;  and  on  page  163  this  information  is  given : 

"  The  total  area  of  public  lands  in  the  western  field  that  may  be  regarded 
as  containing  workable  phosphate  amounts  to  more  than  2,300,000  acres.  Nat 
all  of  this  territory  contains  high-grade  rock,  but  conservative  and  incomplete 
estimates  show  that  fully  5,500,000,000  tons  may  be  expected  in  the  different 
areas  as  follows :  " 

Then  it  details  the  areas  in  Idaho,  Montana,  Wyoming,  and  Utah  which  are 
all  adjacent  to  these  sites. 

On  page  159  the  percentage  of  tricalcium  phosphate,  which  is  the  material 
from  which  the  phosphoric  acid  is  produced,  is  given  as  65  to  75  per  cent  in 
the  deposits  which  are  located  close  to  these  power  sites. 

Mr.  Forbes.  I  ask  that  this  bulletin,  entitled  795-G,  issued  by  the  Bureau 
of  the  Interior,  dated  January  9,  1928,  be  made  a  part  of  the  record  by  refer- 
ence. 

Secretary  Wilbur.  So  ordered. 

Mr.  Wheeler.  One  of  the  advantages  of  the  electric-furnace  method  of 
manufacturing  phosphoric  acid  is  the  by-products  which  come  from  that 
process  and  which  help  reduce  the  cost  to  the  manufacturer  of  the  fertilizer. 
These  by-products  are  described  in  a  leaflet  entitled  "  By-Products  of  Furnace 
Made  Phosphoric  Acid,"  which  is  contained  in  a  reprint  from  American  Fer- 
tilizer of  March  16.  1929,  in  an  article  by  K.  D.  Jacobs  and  B.  S.  Reynolds,  of 
the  soils  and  fixed  nitrogen  division  of  the  Bureau  of  Fixed  Chemicals  and 
Soils,  Washington,  D.  C.  I  would  like  to  have  that  go  into  the  record  for 
reference.  In  it  is  mentioned  the  fused  slag  which  can  be  made  in  the  manu- 
facture of  aluminous  cement,  ferrophosphate.  fluorine,  and  other  products. 

Mr.  Forbes.  I  ask  that  that  be  made  a  part  of  the  record  by  reference. 

Mr.  Bonner.  That  will  be  done.  That  will  be  Wheeler's  Exhibit  No.  7.  It 
is  entitled  "  By-Products  of  Furnace  Made  Phosphoric  Acid,"  and  is  a  reprint 
from  the  American  Fertilizer  of  March  16,  1929. 

Mr.  Wheeler.  I  have  here  Proceedings  of  the  Second  Annual  Convention  of 
the  National  Fertilizer  Association,  held  at  White  Sulphur  Springs.  W.  Va., 
June  7,  8,  9.  and  10.  1926.  I  would  like  to  have  this  go  into  the  record  for 
the  purpose  of  reference,  as  it  gives  the  cost  of  a  phosphoric  acid  plant  at  $11 
per  ton  of  output,  and  the  cost  of  a  nitrogen  plant,  which  fiirures  to  $140  per 
ton  of  output.  It  refers  to  the  high  grade  of  the  so-called  high-analvsis  fer- 
tilizer, which  runs  as  high  as  70  per  cent  of  the  plant  average  value"^:  and  it 
gives  some  valuable  information  with  regard  to  the  increased  crop  yields  by 
the  use  of  these  high-analysis  fertilizers. 

Mr.  Forbes.  I  ask  that  that  be  made  a  part  of  the  record  by  reference. 

Mr.  Bonner.  Is  that  an  oflicial  document.  Mr.  Forbes? 

Mr.  Forbes.  It  is  an  official  document  of  the  National  Fertilizer  Association. 
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Mr.  Russell.  That  is  not  a  Government  publication? 

Mr.  Forbes.  No.     I  offer  it  as  Wheeler  Exhibit  No.  8. 

Mr.  Bonner.  Will  you  furnish  us  copies? 

Mr.  Forbes.  Yes. 

Mr.  Wheeler.  I  have  the  Proceedings  of  the  Third  Annual  Convention  of 
the  National  Fertilizer  Association,  held  at  White  Sulphur  Springs.  W.  Va., 
June  6,  7,  8,  and  9,  1927.  I  would  like  to  have  that  go  in  as  a  reference:  and 
wish  to  call  attention  particularly  to  page  160,  which  describes  to  some  extent 
the  quantity  of  imports  of  fertilizer  materials  into  foreign  countries,  such  as 
Japan  and  the  Orient,  which  would  be  a  foreign  market  readily  available  to  the 
plant  at  the  Flathead  power  site. 

Mr.  Forbes.  I  ask  that  that  go  into  the  record  as  Wheeler's  Exhibit  No.  9. 

Mr.  Bonner.  It  is  so  ordered. 

Mr.  Wheeler.  I  wish  to  have  included  for  reference  purposes,  by  references, 
as  I  understand  it,  Bulletins  640  and  580  of  the  United  States  Geological 
Survey,  and  the  whole  of  Bulletin  795,  relative  to  phosphate  rock.  Also 
Bulletins  511,  512,  and  620  of  the  United  States  Geological  Survey  with  reference 
to  potash  in  the  western  part  of  the  United  States. 

Also  Bulletins  523  and  540  of  the  United  States  Geological  Survey  with 
reference  to  nitrate  deposits  of  the  western  part  of  the  United  States. 

Mr.  Forbes.  I  ask  that  these  bulletins  just  identified  be  made  a  part  of  the 
record  by  reference. 

Secretary  Wilbur.  It  is  so  ordered. 

Mr.  Russeu..  What  are  the  dates  of  those? 

By  Mr.  Forbes: 

Question.  Will  you  give  the  dates  of  each  one  of  those  bulletins? 

Answer.  I  haven't  the  dates  on  those.  They  are  identified  by  numbers  of  the 
United  States  Geological  Survey. 

Question.  Is  that  all  you  have  on  the  phosphate  situation? 

Answer.  No. 

There  are  various  methods  of  manufacturing  nitrogen  for  the  use  of  fer- 
tilizers. The  methods  which  are  now  being  extensively  used,  which  have  been 
developed  in  Germany,  and  which  are  being  brought  over  to  this  country,  are 
known  as  synthetic  processes. 

There  are  various  synthetic  process  methods.  The  different  companies  have 
different  methods  which  they  use  in  tlie  manufacture  of  nitrogen.  Quite  a 
number  of  these  are  dependent  upon  electric  power  and  very  cheap  electric 
power  for  their  practicability  and  success. 

The  raw  products  for  the  manufacture  of  nitrogen  differ,  but  one  process 
which  I  wish  to  mention  specifically  is  the  process  of  manufacturing  nitrogen 
by  the  electrolysis  of  water. 

Potash  is  being  produced  at  Maryville,  Utah,  by  leaching  and  roasting  rock 
which  is  found  in  that  vicinity  containing  potash.  This  potash  is  now  being 
produced  and  sold  to  the  fertilizer  industry. 

In  the  manufacture  of  these  high-analysis  fertilizers  it  is  very  important  that 
the  manufacturer  be  able  to  produce  fertilizers  which  contain  all  of  the  plant 
foods — namely,  phosphorus,  nitrogen,  and  potash ;  and  also  be  able  to  mix  these 
in  various  proportions  to  accommodate  their  use  to  the  different  requirements  of 
soils  in  different  parts  of  the  country;  and  this  can  best  be  done  where  pure 
salts  or  nearly  pure  salts  of  these  plant  foods  are  produced.  With  the  electrical 
process  they  can  be  readily  mixed  and  put  together  in  the  combinations  that  are 
required. 

Now,  as  I  have  said  before,  I  have  found  a  very  keen  interest  in  the  fertilizer 
industry  among  the  largest  manufacturers  of  fertilizer  and  the  best  electro- 
chemical concerns  in  the  country  in  this  water  power  at  $15  per  horsepower.  I 
have  gone  into  the  matter  extensively  with  a  number  of  these  concerns,  and 
have  found  that  they  were  keenly  interested ;  and  I  am  convinced  that  they 
will  enter  into  contracts  for  the  use  of  this  power  and  establish  fertilizer 
factories  in  the  vicinity  of  these  power  sites. 

By  Mr.  Forbes: 

Question.  Mr.  Wheeler,  you  are  referring  to  some  of  those  concerns  that  you 
have  interviewed  and  corresponded  with. 

Answer.  Yes,  sir. 

Mr.  Forbes.  I  would  like  to  say  to  the  commisshm  that,  as  I  rend  the  statute 
and  understand  the  rules,  it  is  not  incumbent  upon  an  applicant  to  show  executed 
contracts  for  the  use  of  power  when  a  preliminary  itcrmit.  or  even  a  lictMise, 
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is  pending ;  but  it  is  incumbent  upon  him  to  show,  first,  a  market  for  the 
power ;  and,  next,  financial  ability  to  construct  and  develop  and  equip  that 
market  plant. 

I  hope  the  members  of  the  commission  will  appreciate  the  situation  that  we 
are  in.  facing  the  opposition  that  we  have  here,  and  being  required  more  or 
less  to  disclose  the  customers  that  we  might  have  for  the  sale  of  this  power. 
But  I  am  going  to  ask  Mr.  Wheeler  to  mention  one  or  two  of  the  outstanding 
concerns  that  he  has  negotiated  with  and  to  state  how  much  interest  he  found 
and  what  their  opinion  seemed  to  be  upon  his  project,  and  anything  else  he 
miuht  care  to  add. 

Mr.  Wheeilek.  I  have  gone  into  this  matter  extensively  with  one  concern, 
who  have  authorized  me  to  make  certain  statements  to  this  commission  in  their 
behalf.  That  concern  is  the  Mathieson  Alkali  Co.,  of  250  Park  Avenue.  New 
York  City,  one  of  the  largest  electrochemical  manufacturing  concerns  in  this 
country  and  also  in  the  world. 

This  company  is  one  of  the  largest  chemical  fertilizer  manufacturers  of 
America.  They  now  have  a  plant  at  Niagara  Falls  and  one  in  Virginia.  They 
manufacture  varied  chemical  products  by  chemical  processes. 

I  have  had  extensive  correspondence  with  Mr.  E.  M.  Allen,  president  of  the 
company,  regarding  the  use  of  power  from  Flathead  River  power  sites. 

In  Octolier  I  met  him  in  New  York  by  appointment.  I  met  Mr.  Allen  at  his 
office  on  Thursday,  October  3,  at  12.30.  He  was  called  out  to  a  meeting,  at  1 
o'clock.  We  discussed  the  power  matter  briefiy,  and  made  an  appointment  to 
see  him  again  at  9.30  the  next  morning. 

I  discussed  the  power  matter  the  next  morning  until  11  o'clock,  and  arrived 
at  a  tentative  understanding  with  him.  He  told  me  to  draw  up  a  contract  for 
me  to  submit  to  his  executive  committee  and  meet  him  at  3.45  in  the  afternoon 
to  go  over  it. 

I  met  him  as  agreed  and  submitted  the  contract  to  him.  He  agreed  to  submit 
it  to  his  executive  committee  on  Monday,  and  asked  me  to  meet  him  again  at 
his  office  on  Tuesday. 

I  met  him  on  Tuesday  morning  and  he  said  that  he  hadn't  been  able  to  hold 
the  meeting  but  would  do  so  that  day,  and  he  made  an  appointment  to  see  me 
the  next  day  at  10  o'clock. 

I  met  him  the  next  day.  He  told  me  his  committee  did  not  believe  that  their 
company  would  be  justified  in  signing  an  agreement  with  me  now  in  advance  of 
my  having  a  permit :  but  that  if  the  peiTnit  is  issued  to  me  I  could  say  to  the 
commission  that  they  will  put  their  engineer  on  the  work  immediately  investi- 
gating the  power  with  a  view  to  the  construction  of  an  electrochemical  plant  for 
the  manufacture  of  fertilizer  that  will  use  100,000  horsepower  of  prime  electric 
power. 

Mr.  Allen  further  advised  me  that  his  company  has  a  definite  plan  for  the 
construction  of  such  a  plant,  and  he  authorized  me  to  name  his  company  to  the 
commission  and  to  say  that  he  will  (Confirm  my  statement  to  the  commission  by 
long-distance  telephone  if  they  desire  to  call  him. 

By  Mr.  Forbes: 

Cross-question.  Mr.  Wheeler,  was  this  interview  with  Mr.  Allen,  which  you 
say  you  had  in  New  York  personally  subsequent  to  extended  correspondence  w'itb 
him  on  the  subject? 

Answer.  That  followed  extensive  correspondence  with  him. 

Question.  Can  you  mention  another  firm  interested  in  the  manufacture  of 
fertilizer  which  you  have  found  to  be  keenly  interested  in  the  combination  of 
cheap  power  and  raw  materials,  such  as  they  exist  in  the  Montana  field? 

Answer.  Well,  there  are  eight  of  the  large  chemical  fertilizer  companies  that 
are  actively  interested  in  this  matter,  and  with  whom  I  have  had  considerable 
correspondence.  I  have  met  with  a  number  of  them  on  several  different 
occasions ;  and,  as  my  attorney  has  stated,  I  do  not  like  to  disclose  the  names 
of  all  of  these  companies  at  this  hearing.  But  I  will  say  that  one  of  the 
companies  which  has  shown  a  very  keen  interest  is  Swift  &  Co.,  of  Chicago. 

Question.  Do  I  understand,  Mr.  Wheeler,  that  you  are  not  representing  to 
the  commission  that  you  have  any  understandings  or  executed  contracts  or 
options  with  either  of  the  two  companies  that  you  mentioned? 

Answ^er.  I  have  no  contracts  with  either  of  the  two  companies.  It  is  their 
position,  very  universally — and  I  think  it  would  be  mine  if  I  were  in  their 
place — that  they  do  not  care  to  execute  a  contract  with  anyone  in  advance  of 
the  issuance  of  a  preliminary  permit. 
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Mr.  Forbes.  I  would  like  to  say  to  the  commission  that  this  last  testimony  of 
the  witness  has  been  offered  to  show  that  there  is  a  very  active  demand  for 
the  combination  of  facilities  for  manufacturing  phosphates  and  other  fertilizing 
materials  of  that  field.  It  is  not  offered  with  any  attempt  to  show  that  we 
have  any  executed  contracts  or  arrangements  with  any  of  these  companies  at 
this  moment. 

By  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  you  have  just  handed  me  a  number  of  letters  from 
agricultural  colleges.    Will  you  briefly  describe  what  you  have? 

Answer.  I  have  here  a  letter  which  I  wrote  to  the  United  States  Department 
of  Agrictulture  under  date  of  September  12,  1929,  and  the  reply  to  me,  dated 
September  23,  1929,  regarding  the  cost  of  producing  phosphoric  acid  by  the 
electric  process,  in  which  they  have  based  their  calculation  upon  a  rate  of 
one-fourth  of  a  cent  per  kilowatt-hour,  which  is  equivalent  to  about  $17  per 
horsepower-year. 

I  have  a  number  of  letters  here  from  different  agricultural  colleges  stating 
the  way  in  which  the  use  of  fertilizer  in  their  States  is  increasing.  I  have  a 
letter  from  the  Kansas  State  Agricultural  College,  dated  August  2,  1929, 
addressed  to  me,  signed  "  L.  F.  Dooley,  professor  of  soils  " 

Question.  Will  you  just  state  what  those  letters  represent? 

Answer.  They  show  the  increasing  demand  for  fertilizer  in  the  Western 
States  particularly. 

Mr.  Forbes.  If  the  commission  please,  I  offer  this  in  evidence. 

Mr.  Kelley.  I  didn't  get  what  the  cost  was  that  the  department  gave  as 
regards  the  $17  product. 

The  Witness.  I  didn't  give  it.  It  is  not  in  the  letter.  I  didn't  give  it.  It  will 
be  placed  in  the  record. 

Mr.  Forbes.  Do  you  want  that  now? 

Mr.  Keuley.  I  would  like  to  have  it ;  yes. 

The  Witness.  They  figure  the  total  cost  at  $32.05 ;  that  is,  the  phosphoric 
acid  in  the  fertilizer.  They  didn't  figure  out  the  cost  of  the  fertilizer.  They 
figured  $32.05 — 49.88  cents  per  ton  and  the  cost  of  1  ton  of  liquid  80  per  cent 
phosphoric  acid  at  $28.92  a  ton. 

These  figures  have  no  relation  to  the  figures  that  we  have  previously  put  in. 
They  don't  represent  the  same  thing  at  all. 

Mr.  Forbes.  I  offer  these  letters  in  evidence  as  Wheeler's  Exhibit  No.  10. 

Mr.  Russell.  Give  us  the  number  of  pages  of  the  letters  so  that  we  can  get  a 
record  of  them. 

Mr.  Forbes.  Consisting  of  17  pages,  the  first  in  the  group  being  a  copy  of 
Mr.  Wheeler's  letter  to  the  United  States  Department  of  Agriculture,  to  which 
Is  attached  the  reply  of  the  department. 

Mr.  Kelley.  Have  you  a  copy  for  us? 

Mr.  Forbes.  Copies  will  be  furnished. 

Mr.  Kelley.  When?    We  would  like  to  see  them. 

Mr.  Forbes.  We  will  have  the  copies  of  them  to-night,  if  the  Secretary  will 
permit  us  to  give  them  to  the  stenographer. 

Secretary  Wilbur.  Will  they  be  available  to-morrow? 

Mr.  Forbes.  Yes. 

Secretary  Wilbuh.  Is  this  the  only  copy  you  have? 

Mr.  Forbes.  Yes. 

Secretary  Wilbur.  Do  you  wish  us  to  return  them  to  you? 

Mr.  Forbes.  Yes. 

Mr.  Wheeler.  There  are  one  or  two  statements  in  those  letters  that  I 
would  like  to  bring  to  the  attention  of  the  commission. 

The  University  of  Wisconsin  states  that  they  find  that  for  every  dollar  that 
a  Wisconsin  farmer  spends  for  phosphate  fertilizer  he  gets  in  return  $3  increased 
Talue  of  crop. 

The  records  of  the  University  of  South  Dakota  over  a  period  of  20  years 
show  that  for  $2.12  put  into  fertilizer  the  farmer  gets  a  return  of  $0.11  per 
acre  Increase.    That  is  a  record  extending  over  20  years  of  experience. 

The  University  of  Oregon  has  a  tabulation  showing  the  use  of  phosphorus  in 
western  Oregon  soils.  There  are  several  statements  in  here  which  I  think 
would  be  of  Interef?t  to  the  commission.  For  Instance,  It  says:  "Phosphorus 
is  an  essential  plant  nutriment.  It  is  continually  leaving  the  farm,  and  so  is 
leaving  in  the  stock  more  than  in  the  soil.  A  1,000-pound  cow  contains  just  as 
much  fertilizer  as  a  lOO-pound  bag  of  16^^  per  cent  superphosphate." 
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A  survey  of  the  fertilizer  industry — this  is  not  in  these  letters — a  survey  of 
the  fertilizer  industry  shows  that  the  annual  loss  of  plant  food  from  the  soil 
of  the  farms  of  the  United  States  in  excess  of  that  restored  by  fertilizer  and 
other  means  is  approximately  $400,000,000  per  annum. 

Mr.  Forbes.  If  the  commission  please,  the  executive  secretary  in  response  to 
a  motion  made  this  morning  has  produced  several  documents  from  the  files  of 
the  commission ;  and  I  would  like  now  to  read  into  the  record  that  part  of 
the  application  of  the  Rocky  Mountain  Power  Co.  that  we  would  like  to  discuss 
at  this  moment. 

It  appears  on  page  5  of  the  application  of  the  Rocky  Mountain  Power  Co., 
and  is  contained  in  Federal  Power  Commission's  binder  marked  "  E." 

Mr.  Bonner.  Suppose  you  give  the  date  of  the  application,  Mr.  Forbes.  That 
will  identify  it. 

Mr.  Forbes.  The  date  of  receipt  of  this  application  by  the  Federal  Power 
Commission  is  or  appears  to  be  January  26,  1921 ;  and  I  understand  that  that 
is  the  application  now  pending  before  the  commission. 

Mr.  Bonner.  For  a  preliminary  permit;  but  that  has  been  superseded  at 
site  No.  1. 

Mr.  Forbes.  Yes ;  that  is  as  it  applies  to  site  No.  1. 

I  now  read  from  the  document: 

''  The  present  market  for  power  in  the  vicinity  of  this  project  is  pretty  well 
supplied  by  the  Montana  Power  Co.,  the  Missoula  Light  &  Water  Co.,  the 
Mountain  States  Power  Co.,  and  the  Mission  Range  Power  Co.  It  is  antici- 
l)ated,  however,  that  by  the  time  the  first  unit  of  the  project  is  developed  the 
natural  growth  of  load  of  these  companies  will  be  such  as  to  exceed  their 
present  plant  capacity.  In  this  event  a  moderate  amount  of  wholesale  power 
can  probably  be  sold  to  these  companies  at  a  cost  to  them  less  tlian  the  cost 
of  developing  additional  power  independently.  The  power  thus  sold  will  be 
comparatively  small  in  amount  and  the  principal  market  for  the  power  from 
this  project  must  be  newly  developed. 

"  The  applicant  is  looking  to  the  development  of  a  large  metallurgical  in- 
dustry, either  in  close  proximity  to  the  project  or  within  easy  transmission 
distance  therefrom.  Such  project  as  electrolytic  zinc,  aluminum,  ferro- 
manganese,  ferrochrome,  calcium  carbide,  and  alloy  steels,  all  require  electric 
power  in  large  quantity  for  their  economical  production.  The  raw  materials 
for  those  products  are  found  within  a  comparatively  short  distance  from  this 
project,  and  it  is  only  a  matter  of  time  when  one  or  more  of  these  valuable 
commodities  will  be  produced  on  a  larger  scale  in  this  vicinity.  This  has 
already  taken  place  at  Great  Falls  in  the  case  case  of  electrolytic  zinc  and 
ferromanganese. 

"According  to  a  recent  investigation  by  the  United  States  Forest  Service, 
there  is  a  large  growth  of  timber  suitable  for  paper-pulp  production  north  of 
Flathead  Lake.  This  can  be  economically  floated  down  the  Flathead  River  and 
its  tributaries  into  the  lake,  and  thence  to  a  pulp  mill  built  in  close  proximity 
to  the  project.  Such  a  mill  would  require  about  10,000  horsepower  and  would 
naturally  take  power  from  this  project." 

By  Mr.  Forbes: 

Question.  Now,  Mr.  Wheeler,  please  state  whether  or  not  your  contemplated 
market  for  power  includes  the  industries  mentioned  by  the  Rocky  Mountain 
Power  Co.  in  this  application. 

Answer.  It  does. 

Question.  Will  you  state  in  further  particulars  what  market  your  research 
has  suggested  as  available  for  this  power? 

Answer.  The  next  to  the  most  important  and  largest  consumer  is  the  electro- 
metallurgical  industry.  The  electrometallurgical  plants  require  from  25,000  to 
75,000  horsepower  each,  depending  upon  the  process  used. 

The  minerals  to  which  the  electrometallurgical  processes  are  applicable,  and 
which  are  found  in  large  quantities  in  the  vicinity  of  these  power  sites,  are 
the  ores  of  copper,  zinc,  chrome,  nickel,  aluminum,  iron,  and  so  forth.  Montana 
is  one  of  the  leading  copper-producing  States  in  the  Union.  Both  Montana  and 
northern  Idaho  produce  zinc  in  large  quantities.  Large  deposits  of  chrome  ore 
are  known  to  exist  in  Montana,  but  these  have  not  as  yet  been  developed 
commercially. 

With  regard  to  chrome  I  wish  to  say  that  the  use  of  chrome  steel  and  the 
steel  in   which  chrome  is  used,  chrome  being   the  alloy  which  produces  the 
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so-called  rustless  steel,  is  increasing  at  a  very  rapid  rate  in  the  United  States.  At 
the  present  time  practically  all — I  think  it  is  fair  to  say  that  all — all  the  chrome 
ore  used  in  the  United  States  is  imported  from  Africa  and  far-away  places; 
and  also  to  say  that  the  deposits  of  this  ore  which  we  have  in  this  country 
are  not  being  used ;  but  with  the  cheap  electric  power  which  is  available  at  the 
Flathead  sites  it  is  possible  to  produce  on  a  commercial  and  economical  basis 
ferrochrome,  which  is  the  basis  for  the  manufacture  of  alloy  steel. 

By  Mr.  Forbes: 

Question.  Mr.  Wheeler,  may  I  interject  a  question  there  as  to  whether  or  not 
you  consider  that  you  have  as  good  an  opportunity  to  obtain  that  market  for 
power  as  the  Rocky  Mountain  Power  Co.? 

Answer.  I  think  I  have  a  much  better  opportunity,  because  I  am  offering 
power  at  $15  per  horsepower-year. 

The  nickel  in  the  ores  in  Montana  usually  occurs  with  other  ores.  The 
aluminum  ores  are  not  commercially  developed,  but  there  are  some  plants  known 
to  exist  using  large  deposits  of  high-grade  iron  ore  which  are  not  as  yet  de- 
veloped, but  which  undoubtedly  will  be  developed  later ;  and  the  electric  process 
is  applicable  to  the  production  of  iron  and  steel  from  these  ores. 

Another  possible  market  for  the  power  from  the  Flathead  River  sites  is  in 
the  manufacture  of  wood  pulp  and  paper.  The  Blackfoot  National  Forest, 
which  is  tributary  to  the  Flathead  Lake,  has,  according  to  the  United  States 
Forest  reports,  the  largest  tract  of  spruce  and  balsam  timber  in  the  Rocky 
Mountain  region,  about  2,200,000,000  feet.  This  timber  runs  about  52  per 
cent  spruce  and  7  per  cent  balsam,  and  is  therefore  especially  desirable  for  the 
manufacture  of  paper  by  the  groundwood  pulp  process.  The  supply  is  ample 
to  keep  a  large  pulp  and  saw  mill  in  continuous  operation.  Approximately 
15,000  or  20,000  horsepower  would  be  required  for  such  an  operation. 

In  addition  to  the  above-mentioned  specific  uses  for  the  power,  new  uses  are 
being  found  continually  for  very  cheap  power  in  various  electric  processes  and 
electrochemical  processes.  One  of  the  uses  is  in  the  manufacture  of  pigment 
which  is  used  in  a  special  kind  of  paint,  as  a  substitute  for  lithochrome. 

Reference  is  made  to  the  following  publications  regarding  the  distribution  of 
raw  materials,  minerals,  and  ore  hereinbefore  mentioned : 

As  to  copper,  we  refer  to  Mineral  Resources  of  the  United  States,  and  also 
to  a  book  which  I  have  here,  entitled,  "  Montana,  Resources  and  Opportunities," 
edition  published  by  the  department  of  agriculture,  labor,  and  industry,  divi- 
sion of  publicity,  August,  1928,  at  Helena,  Mont.  This  book  discusses  briefly  the 
various  resources  of  Montana. 

With  regard  to  zinc  we  refer  to  Mineral  Resource  Reports  of  the  United 
States. 

With  regard  to  chrome,  which  is  found  in  Montana,  w^e  wish  to  put  in  Bul- 
letin 725-A  of  the  United  States  Geological  Survey  of  1921,  which  discusses  the 
chrome  deposits  of  Montana. 

Mr.  Forbes.  I  ask  that  that  be  made  a  part  of  the  record  by  reference. 

Secretary  Wilbur.  So  ordered. 

Mr.  Wheeler.  Also  bulletin  entitled  *  Chromite  in  1927,"  published  by  the 
Bureau  of  Mines,  dated  January  16,  1926. 

Mr.  Forbes.  I  ask  that  that  be  made  a  part  of  the  record  by  reference. 

Secretary  Wilbur.  So  ordered. 

Mr.  Wheeler.  Also  publication  entitled  "  Possibilities  for  the  Establishment 
of  the  Pulp  and  Paper  Industry  in  the  Flathead  Region  of  Montana,"  issued  by 
the  district  forester,  United  States  Forest  Service,  Missoula,  Mont.,  April  1, 
1920. 

Also  a  letter  from  the  United  States  Department  of  Agriculture,  Forest 
Service,  Calispel,  Mont.,  addressed  to  me,  dated  September  21,  1929,  signed  by 
L.  G.  Hornby,  forest  supervisor. 

Mr.  Forbes.  I  ask  that  the  bulletin  referred  to  by  the  witness  entitled  "  Pos- 
sibilities for  the  Establishment  of  a  Pulp  and  Paper  Industry  in  the  Flathead 
Region  of  Montana,"  issued  by  the  district  forester,  United  States  Forest 
Service,  in  Missoula,  Mont.,  April  1,  1920,  be  made  a  part  of  the  record  by 
reference. 

Secretary  Wilbur.  So  ordered. 

Mr.  Forbes.  And  I  also  offer  as  Wheeler's  Exhibit  No.  11  the  letter  from 
the  United  States  Department  of  Agriculture  to  him  dated  September  21,  1929. 
Copies  will  be  furnished  to  the  other  parties. 

Mr.  Bonner.  What  Is  that  document  by  the  Forest  Service?  Is  that  printed 
by  the  Government  Printing  Office  or  merely  a  mimeographed  document? 
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Mr.  Forbes.  This  is  issued  by  the  Forest  Service.  There  is  no  imprint  show- 
ins  that  it  was  issued  by  the  Government  Printing  Office. 

Mr.  Russell.  It  is  not  a  Government  document? 

Mr.  Forbes.  No ;  but  copies  will  be  furnished, 

Mr.  Bonner.  It  will  be  designated  "  Wheeler  Exhibit  No.  12." 

Mr.  Wheeler.  Also  mimeographed  folio  dated  April  16,  1926,  entitled  "  Wood 
pulp  stands  in  the  North  Fork,  Flathead  River,  Blackfoot  National  Forest." 
This  came  to  me  through  the  same  department,  namely,  the  Forest  Service  at 
Calispel,  Mont.,  and  Missoula. 

Mr.  P^orbes.  That  will  be  offered  as  "  Wheeler  Exhibit  No.  13,"  and  copies  will 
be  supplied.  There  is  no  indication  that  it  is  a  stock  publication  of  the 
bureau. 

Mr.  Wheeler.  I  wish  to  include  by  reference  on  the  question  of  iron  in 
^Montana,  Bulletins  540  and  715  of  the  United  States  Geological  Survey. 

Mr.  P'ORBES.  I  ask  that  that  be  made  a  part  of  the  record  by  reference.    . 

Mr.  Bonner.  Can  you  give  us  some  more  complete  description? 

Mr.  Forbes.  I  gave  the  bulletin  number. 

Mr.  Bonner.  I  think  they  have  difference  series  of  numbers  in  the  Geological 
Survey  publications.     Have  you  the  bulletin  there? 

The  Witness.  No;  I  have  not  the  bulletin  here.  I  just  have  a  reference 
to  it. 

Mr.  Bonner.  Can  you  give  us  the  title  to  the  bulletin? 

The  WiTNNESs.  No.  I  can't  even  read  the  title.  When  I  get  them  from  the 
department  I  just  ask  for  them  by  number. 

Mr.  Bonner.  Without  designation  whether  it  is  a  water-supply  paper  or  a 
Geological  Survey  paper? 

The  Witness.  Well,  I  ask  for  United  States  Geoligical  Survey  Bulletin 
number  so  and  so. 

Mr.  Bonner.  Don't  they  have  several  series  of  those? 

A  Voice.  There  is  only  one  series  of  numbers  for  bulletins.  The  number  will 
identify  it  perfectly. 

The  W^itnness.  In  connection  with  other  uses  for  cheap  electric  power  I  wish 
to  include  a  letter  from  the  Mining  and  Metallurgical  Society  of  America,  dated 
October  17,  1929,  addressed  to  me  and  signed  "  Percy  E.  Barbour,  secretary  and 
treasurer." 

Mr.  Forbes.  I  ask  that  this  be  received  in  evidence  as  W^heeler  Exhibit 
No.  14. 

Secretary  Wilbur.  So  ordered. 

Mr.  Forbes.  A  copy  will  be  presented  to  the  other  parties. 

The  Witness.  I  have  found  very  keen  interest  among  metallurgical  companies, 
companies  interested  now  in  the  business  of  conducting  various  kinds  of 
metallurgical  operations  in  this  cheap  power,  just  about  as  keen  an  interest 
as  I  have  found  in  the  fertilizer  industry. 

As  above  stated,  I  have  also  developed  a  considerable  interest  among  indus- 
tries and  other  users  of  power  in  the  immediate  vicinity ;  and  I  have  had  that 
matter  up  with  them  and  have  found  that  they  were  ready  to  consider  a  con- 
tract with  me  on  the  basis  that  I  am  offering  this  power  as  soon  as  I  have  a 
permit  from  the  Government  upon  which  I  can  base  such  a  contract. 

By  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  from  your  survey  of  the  market  and  your  contract 
with  possible  customers  for  such  powder,  could  you  say  that  you  as  an  individual 
were  justified  in  expending  considerable  sums  of  money  in  carrying  out  the  re- 
quirements of  the  preliminary  permit,  if  issued,  with  the  expectation  of  being 
able  to  sell  the  power  in  the  event  a  license  is  granted? 

Answer.  Yes,  sir. 

Question.  Is  that  the  measure  of  your  confidence  in  your  ability  to  carry 
it  out? 

Answer.  The  fact  that  I  would  be  willing  to  spend  money  to  do  the  prelimi- 
nary work? 

Question.  Yes. 

Answer.  I  would  be  willing  to  start  rigfht  in  on  the  preliminary  work. 

Question.  Now%  I  would  like  to  have  you  state  again  why  you  are  of  the 
opinion  that  you  are  in  a  better  position  to  develop  the  several  projects  you 
have  described  here  than  would  be  the  Rocky  Mountain  Power  Co. 

Answer.  I  would  be  operating  as  a  wholesale  selling  company,  selling  power 
mainly  in  large  blocks,  at  the  switchboard  in  the  power  house,  at  a  rate  of  $15 
per  horsepower-year,  and  I  am  not  now  operating  in  that  field.    I  have  no  rate 
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structure  there  which  will  be  disturbed  by  this  low  rate.  I  at  the  present  time 
have  no  definite  plans  for  going  into  the  business  of  retailing  power.  My  pro- 
gram is  one  of  wholesaling  the  power. 

Question.  And  you  understand  that  the  Rocky  Mountain  Power  Co.  proposes 
to  sell  part  of  the  power  developed  from  this  project  to  companies  that  are 
competing  at  the  present  time  with  the  Montana  Power  Co.? 

Answer.  Yes ;  I  understand  that  from  the  papers  that  they  have  filed  with 
the  Federal  Power  Commission. 

Mr.  Forbes.  If  the  chairman  please,  in  response  to  our  motion  to  produce 
documents  the  executive  secretary  has  supplied  a  copy  of  the  application  of 
the  Rocky  Mountain  Power  Co.,  and  I  would  like  to  read  into  the  record, 
beginning  on  page  3  of  that  document,  the  following : 

Secretary  Wilbur.  What  date,  Mr.  Forbes? 

Mr.  Forbes.  This  is  application  for  license  by  the  Rocky  Mountain  Power 
Co.,  and  appears  to  be  dated  March  27,  1928. 

Paragraph  4,  page  3,  reads  as  follows : 

"  The  proposed  use  or  market  for  the  power  to  be  developed  is  as  follows : 
The  power  from  the  project  will  be  used  principally  to  take  care  of  the  nat- 
ural growth  load  on  the  Montana  Power  Co.'s  system.  The  present  load  on 
this  system  requires  for  its  operation  300,000  horsepower.  A  growth  of  5  per 
cent  per  year  for  the  next  five  years  will  absorb  practically  the  entire  output 
of  the  project.  In  addition  to  this,  power  will  be  supplied  for  irrigation  and 
general  use  on  the  irrigation  projects  near  the  power  project,  and  possibly  in 
the  future  for  railway  electrification  and  the  operation  of  pulp  and  paper 
mills  when  such  load  develops  within  economical  transmission  distance  of  the 
project." 

Question.  Now,  I  would  like  to  have  you  state,  Mr.  Wheeler,  whether  or  not 
you  feel  that  you  would  be  in  as  good  a  position  to  supply  power  to  the  Montana 
Power  Co.  as  the  Rocky  Mountain  Power  Co.? 

Answer.  Yes ;  I  don't  see  why  I  would  not. 

Question.  According  to  your  plans,  do  you  expect  to  produce  power  at  a 
lower  cost  per  capital  investment  than  the  Rocky  Mountain  Power  Co.? 

Answer.  Well,  I  expect  to  produce  it  and  sell  for  a  very  much  lower  price 
than  they  are  selling  any  power  at  the  present  time.  i 

Question.  That  is  the  Montana  or  the  Rocky  Mountain? 

Answer.  The  Montana  Power  Co. 

Mr.  Kelly.  I  submit,  if  the  chairman  please,  that  that  is  not  responsive  to 
the  question.  The  question  was  whether  he  expected  to  produce  power  cheaper 
than  the  Montana  or  the  Rocky  Mountain  Power  Co.  could  on  this  project.  I 
would  like  to  have  his  views  on  that.    That  was  the  question. 

Secretary  Wilbur.  He  may  answer  the  question. 

By  Mr.  Forbes: 

Question.  Elaborate  on  your  answer  so  that  it  will  be  entirely  responsive. 

Answer.  Without  knowing  what  the  Rocky  Mountain  Power  Co.'s  plans  are, 
any  further  than  they  are  disclosed  in  their  application  papers,  I  do  not  know 
that  I  could  say.  It  depends  upon  how  they  capitalize  their  company  and 
how  they  hook  it  up  with  their  existing  cost,  so  that  it  becomes  a  part  of  their 
rate  structure. 

Question.  Now,  state  whether  or  not  you  would  be  in  as  good  a  position  to 
supply  pulp  and  paper  mills  to  which  the  Rocky  Mountain  Power  Co.  has  stated 
in  its  application  it  expects  to  sell  power. 

Answer.  I  would  expect  to  be  in  a  better  position,  because  I  am  offering  the 
power  for  much  less  than  power  is  now  being  sold  in  the  State  of  Montana. 

Secretary  Wilbur.  Mr.  Wheeler,  may  I  ask,  as  I  understand  it,  this  project 
offers  the  unique  opportunity  to  develop  cheap  power? 

Answer.  Yes,  sir;  I  believe  that  I  can  say  without  fear  of  contradiction  that 
there  is  not  any  other  power  site  of  any  considerable  size  in  the  United  States 
where  the  power  can  be  developed  as  cheap  as  it  can  at  this  site. 

By  Mr.  Forbes: 

Question.  State  whether  or  not  you  would  expect  to  be  in  as  good  a  position 
to  provide  power  for  any  irrigation  projects  as  would  be  the  Rocky  Mountain 
Power  Co. 

Answer.  I  expect  to  be  in  a  better  position. 

Question.  Have  you  investigated  the  financial  report  of  the  power  companies 
Interested  in  the  Montana-Washington-Idaho-Utah  field? 
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Answer.  Yes,  I  have ;  in  Poore's  and  Moody's  manuals  of  public  utilites  and. 
elsewhere. 

Mr.  Forbes.  I  offer  for  identification  Poore's  Manual,  1928,  public-utilities 
section,  with  particular  reference  to  page  789  and  succeeding  pages,  following 
the  title  "The  Montana  Power  Co."  The  report  on  that  company  ends  on 
page  793. 

Question.  Have  you  prepared  a  map  showing  the  character 

Mr.  Kelly.  Pardon  me.  You  are  asking  another  question  or  were  you 
through  with  this? 

Mr.  Forbes.  No ;  I  am  not  through  with  that  yet. 

Mr.  Keslly.  You  have  not  offered  it? 

Mr.  Forbes.  I  offered  it  for  identification. 

Mr.  Kelly.  I  just  wanted  to  know  what  your  purpose  was.  I  do  not  know 
what  is  in  it. 

Mr.  Forbes.  I  am  now  going  to  ask  the  witness  if  he  has  prepared  a  map 
illustrating  the  holdings  and  territorial  distribution  of  the  several  power  com- 
panies taking  care  of  that  territory,  based  upon  the  data  obtained  from  the: 
financial  authorities  consulted. 

Mr.  Kelly.  The  Montana  Power  Co.  territory  or  what? 

Mr.  Forbes.  The  Montana  Power  Co.,  the  Utah  Power  &  Light,  and  there  are 
several  others  that  we  will  indicate  on  the  map,  based  upon  figures  produced 
from  these  authorities. 

Secretary  Wilbur.  Is  there  any  objection  to  the  presentation  of  that  map, 
Mr.  Kelly? 

Mr.  Kelly.  I  have  not  seen  it.    I  do  not  know  what  it  is. 

Mr.  Forbes.  Will  you  answer  the  question? 

Mr.  Kelly  (after  examining  map).  No  objection  to  the  presentation  of  it. 

Answer.  I  prepared  the  map  from  data  obtained  from  Poore's  1928  Manual 
and  from  Moody's  1929  Manual. 

Mr.  ScATTERGOOD.  Is  that  referred  to  on  the  map,  the  page  numbers  for  these 
companies? 

Answer.  Pages  488,  489,  490,  491,  492,  493,  494;  pages  661,  662,  663,  664, 
particularly ;  but  there  are  other  pages  in  both  of  these  books  from  which  data 
has  been  obtained.    This  is  from  Moody's  Manual  for  1929. 

By  Mr.  Forbes  : 

Question.  I  show  you  this  map,  Mr.  Wheeler,  and  ask'  you  to  state  what  it  is. 

Mr.  Kelly.  May  we  have  a  copy  of  it,  Mr.  Forbes,  if  you  have  one? 

Mr.  Forbes.  Yes. 

Answer.  This  map  is  a  map  entitled  "  Fields  of  operation  of  leading  electric 
power  groups,  1929.  specially  prepared  for  the  Magazine  of  Wall  Street.  Copy- 
right 1929.  Public  Utility  Number,  the  Magazine  of  Wall  Street,  June  29, 
1929." 

Mr.  Forbes.  I  would  like  to  state  for  counsel  for  the  commission  that  we 
photostated  the  northwest  section  of  the  map  just  referred  to  by  the  witness,, 
so  that  we  would  not  have  to  have  such  a  large  exhibit,  not  being  interested  in 
the  data  shown  on  the  other  sections  of  the  map,  and  I  will  now  show  tlie 
witness  this  photostat  and  ask  you  to  state  what  that  is  [handing  a  map  to  the 
witness]. 

Answer.  This  is  a  photostat  of  the  upper  left-hand  corner  of  the  previously 
described  map,  including  the  States  of  Washington.  Oregon.  Idaho,  Montana, 
Wyoming,  and  Utah,  on  which  I  have  shown  the  developed  and  undeveloped 
horsepower  of  certain  Electric  Bond  &  Share  Co.  properties,  American  Power 
&  Light  Co.  properties,  Electric  Power  &  Light  Co.  properties;  the  American 
Power  &  Light  and  the  Electric  Power  &  Liglit  affiliated  with  the  Electric  Bond 
&  Share  Co.  by  contracts,  according  to  the  said  authorities ;  also  showing 
properties  of  the  H.  M.  Byllesby  Co. 

Mr.  ScATTERGOOD.  Might  it  be  agreed  between  you  that  the  commission  may 
use.  by  reference  to  its  own  files,  the  pages  of  Poore's  Manual  and  Moody's 
Manual? 

Mr.  Forbes.  I  would  suggest  for  the  consideration  of  opposing  counsel,  subject 
to  the  approval  of  the  commission,  that  we  make  both  Moody's  Manual  of  1929 
and  Poore's  Manual  of  1928,  previously  referred  to,  by  reference  part  of  this 
record. 

Mr.  SCATTERGOOD.  By  reference  does  not  help  us  out.  You  will  have  to  agree 
that  the  commission  may  use  from  its  own  files  the  pages  of  those  books.  You. 
can  not  introduce  them  by  reference. 
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Mr.  Forbes.  I  will  be  very  glad  to  stipulate  with  opposing  counsel  that  the 
commission  maj'  consult  their  own  copies  of  this  standard  work  and  consider 
it  part  of  the  record. 

Mr.  Kelly.  We  have  no  objection. 

By  Mr.  Foebes  : 

Question.  Mr.  Wheeler,  will  you  refer  to  the  first  map  gotten  out  by  the 
Magazine  of  Wall  Street,  representing  the  entire  country,  which  I  would  like 
first  to  offer  in  evidence  as  "  Wheeler  Exhibit  No.  15,"  and  state  or  describe  the 
manner  in  which  the  properties  of  the  Electric  Bond  &  Share  Co.  are  indicated 
on  that  map?  [Showing  a  map  to  the  witness  marked  "Wheeler  Exhibit 
No.  15."] 

Answer.  The  properties  of  the  Electric  Bond  &  Share  Co.  are  described  as 
(1)  American  Gas  &  Electric  Co.;  (2)  American  Power  &  Light  Co.;  (3)  Elec- 
tric Power  &  Light  Co. ;  (4)  National  Power  &  Light  Co. 

And  the  areas  which  they  cover  are  indicated  by  diagonal  lines  running  from 
the  upper  right-hand  corner  to  the  lower  left-hand  corner,  and  with  the  numbers 
on  the  areas  which  correspond  to  the  numbers  I  have  just  read  to  indicate 
whether  they  are  the  property  of  one  subsidiary  or  another. 

Mr.  Bonner.  Will  you  give  us  three  copies  of  that? 

Mr.  Forbes.  I  only  have  one  now.     We  will  have  to  order  it. 

Question.  I  now  show  you  the  photostatic  copy  of  the  map  you  previously 
referred  to,  which  I  ask  be  accepted  as  "  Wheeler  Exhibit  No.  16,"  and  state 
whether  or  not  that  it  is  an  accurate  photostatic  enlargement  of  the  north- 
western States  of  the  United  States,  as  taken  from  the  other  map  now  known  as 
"Wheeler  Exhibit  No.  15."  [Handing  the  map  marked  "Wheeler  Exhibit 
No.  16  "  to  the  witness.] 

Answer.  Yes ;  it  is,  with  the  additions  which  I  have  made. 

Question.  Now,  will  you  consult  this  map  and,  by  reference  to  Moody's  and 
Poore's  Manuals  referred  to,  state  the  total  number  of  developed  horsepower 
controlled  by  the  Electric  Bond  &  Share  Co.  and  its  properties  or  subsidiaries? 

Answer   (after  examining  map).  By  States  or  by  properties? 

Question.  By  States  first. 

Mr.  ScATTERGOOD.  Is  that  shown  on  the  map? 

Answer.  Yes.  This  map  shows  that  in  the  State  of  Montana — this  data 
having  been  secured  from  the  State  authorities — that  the  Montana  Power  Co., 
which  is  a  subsidiary  of  the  American  Power  &  Light  Co.,  has  330,000  horse- 
power of  hydroelectric  power  developed,  and  has  undeveloped  in  the  State  of 
Montana  142,700  horsepower.  It  also  shows  that  in  the  State  of  Washington 
the  Washington  Water  Power  Co.,  also  a  subsidiary  of  the  American  Power  & 
Light  Co.,  has  developed  270,000  horsepower  of  hydroelectric  power  and  has 
undeveloped  230,000  horsepower  of  electric  power. 

It  shows  that  the  Pacific  Power  &  Light  Co.  has  developed  in  Oregon,  eastern 
Oregon,  70,000  horsepower;  that  the  Idaho  Power  Co.,  a  subsidiary  of  the  Elec- 
tric Power  &  Light  Co.,  has  developed  103.000  horsepower ;  that  the  Utah  Power 
&  Light  Co.  in  Utah  and  Idaho  has  developed  286,000  horsepower  of  hydroelectric 
power.  Or  a  total  in  these  five  States  surrounding  the  Flathead  River  power 
sites  of  1,431,700  horsepower  of  hydroelectric  power;  and  that  the  two  com- 
panies, the  Montana  Power  Co.  on  the  east  and  the  Washington  Water  Power 
Co.  on  the  west  of  the  Flathead  River  power  sites,  have  undeveloped  power 
sites  at  the  present  time  of  a  total  capacity  of  372,700  horsepower. 

By  Mr,  Forbes: 

Question.  Mr.  Wheeler,  of  that  quantity  of  undeveloped  horsepower,  how  much 
lies  in  Montana  and  is  owned  by  the  Montana  Power  Co.? 

Answer.  One  hundred  forty-two  thousand  seven  hundred ;  and  in  the  north- 
western part  of  Montana  the  H.  M.  Byllesby  Co.  has  some  properties  which  appear 
on  this  map  to  cover  a  considerable  area  owned  by  the  Montana  States  Power 
Co.,  where  there  is  developed,  according  to  information  I  have  received  from 
the  Mountain  States  Power  Co.,  about  2.600  horsepower. 

So  that  it  is  clear  from  this  map  that  the  Electric  Bond  &  Share  Co.  has  at  the 
present  time  a  virtual  monopoly  of  the  power,  of  the  developed  power,  in  this 
region,  and  that  it  has  in  its  control  a  large  amount  of  power,  hydroelectric 
power,  in  sites  which  they  have  not  as  yet  developed. 

Question.  Mr.  Wheeler,  in  connection  with  the  sites  that  they  have  not  yet 
developed  in  Montana,  will  you  state  for  the  record  the  locations  of  the  unde- 
veloped power  owned  by  the  Montana  Power  Co.  in  the  State  of  Montana  ? 
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Answer.  The  power  sites  are  described  in  Poore's  Manual,  before  referred 
to,  as  follows:  Hydroelectric  power  sites  undeveloped.  Site  C  at  Great  Falls 
on  the  Missouri  River,  between  Rainbow  and  Great  Falls,  38,000  horsepower; 
Sheep  Creek  below  Great  Falls  on  the  Missouri  River,  38,000  horsepower;  on 
the  Missoura  River,  about  30  miles  northwest  of  Missoula,  18,000  horsepower. 
Missoula  is  close  to  the  Flathead  River  power  sites,  the  closest  large  city.  At 
Canvon  Ferry,  18,700  horsepower;  at  Snake  River  Falls  on  Henrys  Fork  of 
the  "^Snake  River.  30,000  horsepower.     Total,  142,700  horsepower. 

Secretary  Wilbur.  Mr.  Wilbur,  are  you  sustaining  your  ow^n  application  or 
attacking  the  application  of  the  Rocky  Mountain  Power  Co.? 

Answer.  I  guess  you  will  have  to  ask  my  attorney  that  question. 

Mr.  Forbes.  I  will  be  very  glad  to  answer  it.  We  do  not  see  how  we  can 
claim  superiority  of  our  own  plans,  projects,  and  application  without  showing 
deficiencies  in  the  competing  application.  Our  primary  purpose,  however,  is 
to  show  superiority  of  our  own  rather  than  the  inferiority  of  the  other. 

Mr.  ScATTERGOOD.  May  that  last  page  of  the  manual  be  used  in  the  same 
manner  as  the  other  was  agreed  to? 

Mr.  Forbes.  That  page  of  the  manual  just  read  by  the  witness  may  be  used 
under  the  stipulation,  Mr.  Kelly,  by  the  members  of  the  commission? 

Mr.  Kelly.  Yes ;  I  have  no  objection. 

By  Mr.  Forbes  : 

Question.  Have  you  any  other  information  regarding  the  developed  and 
undeveloped  horsepower  controlled  by  the  Montana  Power  Co.? 

Answer.  Yes ;  I  have  here  a  pamphlet  which  was  mailed  out  by  the  Montana 
Power  Co.  this  past  summer,  in  which  a  list  is  given  of  the  developed  sites, 
showing  the  total  of  327,750  horsepower  developed ;  showing  another  site  in 
process  of  construction  having  60,000  horsepower ;  and  making  the  following 
statement  with  regard  to  undeveloped  sites,  under  the  caption  "  Undeveloped 
sites  "  : 

'•  The  Montana  Power  Commission  has  rights  to  six  undeveloped  power  sites 
having  a  total  capacity  of  approximately  100,000  horsepow^er.  which  it  stands 
ready  to  develop  when  justified  by  the  future  requirements  and  progress  of 
the  State."' 

Mr.  Forbes.  I  offer  that  in  evidence  fis  Wheeler  Exhibit  No.  17.  I  have  ao 
other  copy,  but  as  this  is  issued  by  the  Montana  Power  Co.,  I  presume  Mr. 
Kelly  has  copies  of  it  of  his  own. 

Mr.  Kelly.  I  think  no  copies  will  be  required.  We  will  admit  that  state- 
ment to  be  the  fact.    You  don't  have  to  prove  that. 

Secretary  Wilbur.  Is  it  jwssible  for  you  to  conclude  with  Mr.  Wheeler  in 
a  few  minutes  now? 

Mr.  Forbes.  No,  your  honor;  I  am  just  getting  into  another  phase. 

Secretary  Wilbur.  Now,  don't  "  your  honor  "  me.  [Laughter.]  If  you  are 
going  to  take  quite  a  time,  it  is  a  little  after  5  o'clock  now.  Mr.  Wheeler  has 
been  on  the  stand  for  quite  a  w^hile.  and  I  think  we  had  better  adjourn  io 
meet  to-morrow  morning.  I  would  like  to  ask  whether  the  hour  of  9.30  or  10 
o'clock  will  be  suitable  for  all  of  us? 

Mr.  Kelly.  Any  hour  suits  us. 

Mr.  Forbes.  That  is  agreeable  to  us. 

Secretary  Wilbur.  Then  we  will  stand  adjourned  until  9.30  to-morrow  morn- 
ing. 

(Whereupon,  at  5.15  o'clock  p.  m.,  the  hearing  adjourned  until  9.30  o'clock 
a.  m.,  Tuesday,  October  29,  1929.) 


Washington,  D.  C,  October  29.  1929. 

The  hearing  of  the  Federal  Power  Commission  upon  the  applications  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler,  to  develop  power  on 
Flathead  Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  oflice  of  the 
Secretary  of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present:  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior;  Hon.  Joseph 
M.  Dixon,  First  Assistant  Secretary  of  the  Interior;  Hon.  R.  W\  Dunlap, 
Assistant  Secretary  of  Agriculture;  and  F.  E.  Bonner,  executive  secretary  of 
the  Federal  Power  Commission;  also  present,  Northcott  Ely,  Esq.,  executive 
assistant  to  the  Secretary  of  the  Interior. 
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The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present :  Colonel  Tyler,  chief  engineer ;  Col.  Thad  H.  Brown,  chief  counsel ; 
J.  F.  Lawson,  assistant  chief  counsel ;  Charles  A.  Russell,  Esq.,  solicitor ;  Major 
Newcomer,  assistant  engineer;  Mr.  Henshaw,  senior  engineer;  also  William  V. 
King,  Esq.,  chief  accountant. 

Also  present:  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs;  John  R.  K.  Reeves,  Esq.,  attorney  for  the  Indian  department;  and 
B.  E.  Jones,  Esq.,  United  States  Geological  Survey. 

Appearances:  As  heretofore  noted. 

Secretary  Wilbur.  Are  you  ready  to  proceed? 

Walter  H.  Wheeler,  one  of  the  applicants  herein,  heretofore  called  in  his 
own  behalf  and  duly  sworn,  resumed  the  stand  for  further  examination  and 
testified  as  follows : 

Direct  examination  (resumed)  by  Mr.  Forbes: 

Question.  Mr.  Wheeler,  will  you  refer  to  Moody's  Manual  before  you,  and 
identifying  the  issue  of  the  book  and  the  page  to  which  you  refer,  give  for  the 
record  the  board  of  directors  and  officers  of  the  Anaconda  Copper  Co.? 

Answer.  This  [indicating]  is  Moody's  Industrial  Manual  for  1928,  and  on  page 
152  it  takes  up  the  Anaconda  Copper  Mining  Co.,  and  continues  on  to  a  number 
of  pages,  covering  the  Anaconda  Copper  Mining  Co.  and  some  of  its  close 
connections  or  subsidiaries.  The  board  of  directors  is  given  on  page  152,  under 
the  title  "  Management."  Officers :  John  D.  Ryan,  chairman ;  C.  F.  Kelly, 
president ;  B.  B.  Thayer,  vice  president ;  J.  R.  Hobbins ;  R.  E.  Dwyer,  vice 
presidents;  A.  H.  Mellon,  secretary  and  treasurer;  James  Dickson,  general 
auditor ;  R.  D.  Cole,  assistant  secretary ;  D.  B.  Henshaw,  assistant  treasurer. 

And  the  directors  are  given  as  J.  D.  Ryan,  B.  B.  Thayer,  P.  D.  Rockefeller, 
A.  H.  Mellon,  C.  F.  Kelly,  C.  H.  George,  M.  F.  Brady,  J.  A.  Miller,  and  J.  J. 
Cole. 

The  production  statistics  are  also  given,  showing  that  they  mine  copper, 
zinc,  lead-zinc,  and  phosphates,  and  that  they  have  reduction  works  for  the  pro- 
duction of  fine  copper,  silver,  gold,  zinc,  lead,  arsenic,  and  sulphuric  acid  at 
Anaconda.  At  Great  Falls  for  copper,  zinc,  fine  copper,  lead,  sulphur,  and 
gold,  and  miscellaneous  products  of  lumber,  coal,  metal  roofing,  phosphoric 
acid,  superphosphates,  of  which  they  produced,  in  1927,  23,000  tons ;  ammonium, 
phosphorate,  zinc  oxide,  white  lead,  cadmium,  selenium,  tellurium,  nickel  sul- 
phate, copper  sulphate,  platinum,  and  palladium.  And  in  the  history  of  the 
company  it  details  briefly  its  history  and  connections  and  there  is  this  state- 
ment: 

"  In  January,  1928,  they  began  operation  of  the  Anaconda  zinc  plant,  with  a 
daily  capacity  of  150  tons.  The  Great  Falls  electrical  zinc  plant  will  produce 
at  the  rate  of  350  tons  per  day." 

Mr  Forbes.  By  stipulation  yesterday  it  was  agreed  between  the  parties  that 
the  commission's  handbook,  just  referred  to,  could  be  utilized  as  a  part  of  the 
record. 

Secretary  Wilbur.  There  is  no  objection  to  that. 

By  Mr.  Forbes: 

Question.  Now,  Mr.  Wheeler,  have  you  made  any  estimates  of  cost  of  the 
development  of  the  project  you  propose? 

Answer.  Yes,  sir.  My  report  or  statement  that  has  that  in  it  was  filed 
yesterday,  and  I  would  like  to  borrow  that,  please. 

Mr.  Bonner.  That  is  Exhibit  No.  4  [handing  paper  to  witness]. 

The  Witness.  Yes.     Have  you  the  original  there? 

Mr,  Bonner.  It  will  be  here  in  a  few  minutes,  Mr.  Wheeler. 

The  Witness.  On  page  40,  shown  on  this  copy  of  Wlieeler's  Exhibit  No.  4, 
I  have  prepared  a  table  showing  the  approximate  capacity  of  prime  electric 
power  for  sites  Nos.  1.  2,  3,  4,  and  5,  based  on  75  per  cent  load  factor,  and 
also  based  on  100  per  cent  load  factor.  This  table  [indicating]  is  on  the  basis 
of  6,000  second-feet  controlled  flow  of  the  river  which,  according  to  our  figures, 
can  be  obtained  with  a  maximum  elevation  in  the  lake  of  2,893  and  a  minimum 
elevation  of  2,682,  except  for  one  year.  In  the  year  1919-20  it  would  have  been 
necessary  to  draw  the  lake  below  2,682  in  the  spring,  in  order,  to  maintain  the 
6,000  second-feet.  And  in  my  estimate  I  have  included  a  sum  for  dredging  the 
outlet  of  the  lake  to  permit  of  this  lower  draw  down  at  times  of  necessity. 
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My  estimate  in  detail  is  shown  on  pages  4  and  5.  My  total  estimate  of  the 
cost  of  construction,  including  interest  during  construction,  is  $7,938,650.  1 
have  added  to  that  a  cost  of  financing  of  $873,180,  making  a  total  of  $8,811,830. 

For  general  expenses,  included  in  this  tabulation — or,  first,  for  preliminary 
expenses,  for  surveys  and  drillings,  I  have  placed  $50,000.  And  under  general 
expenses  I  have  listed  engineering  and  contingencies,  $500,000.  Overhead  ex- 
penses, $350,000;  insurance,  fire,  liability  compensation,  and  so  forth,  $100,000. 
Interest  during  construction,  $1,000,000.  Contractors'  profit,  $300,000.  Land 
easements,  damages,  and  so  forth,  $500,000. 

Now,  it  has  been  my  custom  to  make  my  estimates  on  my  work  large  enough 
so  that  the  actual  cost  of  construction  will  stay  within  the  estimates,  and  I 
believe  that  if  my  record  as  an  engineer  is  investigated,  it  will  be,  found  that 
I  have  been  successful  in  doing  that. 

I  believe  that  the  actual  cost  of  this  project  will  be  less  than  the  estimates 
which  I  have  given  here. 

By  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  will  you  state  for  the  commission  the  research  and 
investigations  you  made  in  connection  with  the  estimates  that  you  have  made? 

Answer.  Well,  I  have  been  working  on  this  project  ever  since  September, 
1927 — actively.  And  I  have  investigated  very  extensively  Government  records, 
which  are  quite  complete,  or  surveys  and  stream-flow^  records,  and  the  Water 
Supply  Papers  of  the  United  States  Geological  Survey,  which  cover  a  period  of 
20  years,  and  the  United  States  Geological  Survey  has  made  a  topographic 
map  of  the  north  end  of  the  lake  for  the  purpose  of  showing  the  amount  of 
land  which  would  be  overflowed  by  different  elevations  of  the  lake;  and  all  of 
that  information  has  been  made  available  to  me  by  different  departments  of 
the  Government. 

In  addition  to  that,  early  in  the  course  of  my  work  I  visited  the  site  of  Dam 
No.  1,  and  made  some  observations  there,  a  rough,  approximate  estimate  of  the^ 
cost  of  development  of  the  first  site.  And  by  that  rough  estimate  I  arrived, 
at  an  approximate  cost  of  $8,000,000,  which  was  very  close  to  this  detailed  esti- 
mate. In  this  detailed  estimate  I  have  made  rough  drawings  suflicient  to  take 
off  the  quantities  in  detail,  and  by  applying  unit  prices,  to  make  a  completely 
detailed  estimate  of  the  cost  of  development  No.  1. 

Question.  State  whether  or  not  you  have  consulted  other  engineers  or  engi- 
neering and  contracting  companies,  for  the  purpose  of  comparing  and  checking 
your  estimates. 

Answer.  I  have  submitted  my  figures  to  very  well-known  constructing  engi- 
neers with  wide  experience  in  this  class  of  work,  and  also  to  engineers  of 
different  industrial  concerns  with  whom  I  have  been  negotiating  for  the  sale, 
of  the  power ;  also  to  large  contracting  companies. 

And  they  have  all  pronounced  my  figures  to  be  conservative. 

Question.  Have  you  submitted  your  data  in  toto  to  any  consulting  engineer 
for  the  purpose  of  a  close  check  of  your  detail  figures? 

Answer.  Yes ;  I  have  submitted  my  complete  data  to  Mr.  Edward  P.  Burch,  of 
Minneapolis,  who  is  a  very  well-known  consulting  engineer. 

Question.  What  was  the  result  of  his  check? 

Answer.  He  has  corroborated  my  figures. 

Question.  I  show  you  a  copy  of  the  application  for  license  filed  by  the  Rocky^ 
Mountain  Power  Co.  wath  the  Federal  Power  Commission,  which  was  produced 
on  our  application  in  this  hearing,  and  1  refer  you  to  the  estimates  of  cost 
of  development  contained  in  that  document,  and  ask  you  to  state  whether  or 
not  the  estimates  you  have  just  read  on  your  own  behalf  are  consistent  with 
the  estimates  made  by  the  Rocky  Mountain  Power  Co.  [handing  paper  to 
witness]. 

Answer  (examining  paper).  Well.  I  have  looked  this  estimate  over  quite  in 
detail,  and  I  find  that  they  have  arrived  at  a  total  cost  of  $7,461,000  for  the 
development  of  site  No.  1. 

They  have  not  included  in  this  cost  any  financing  charge. 

Question.  Have  you  anything  further  to  say  regarding  a  comparison  of  your 
estimates  with  the  estimates  made  by  that  company  in  that  document? 

Answer.  W^ell,  their  estimate  is  less  than  my  estimate  for  a  development 
which  would  have  approximately  the  same  installed  capacity.  They  have  not 
included,  I  notice,  in  their  estimate,  any  charge  for  contractors'  profit. 
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^And  they  have  not  included  any  charge  for  dredging  the  outlet  of  the  lake. 
And  I  do  not  find  any  specific  item  for  contingencies. 

By  Secretary  Wilbur: 

Question.  What  is  the  total  of  those  expenses  that  you  have  compared  in  your 
figures  with  those — financing,  how  much  was  that — $500,000? 

Answer.  $873,180. 

Question.  For  dredging  the  lake? 

Answer.  For  dredging  the  lake,  $100,000.    Contractor's  profits,  $300,000. 

And  I  have  lumped  together  engineering  and  contingencies,  which  is  our  regu- 
lar practice  in  making  engineering  estimates.  They  have  in  here  [indicating] 
"For  engineering,  preliminary  surveys,  and  borings,  $40,000,"  for  which  I  have 
an  item  of  $50,000.  They  have  in  their  general  expense  item,  "  Engineering, 
$200,000;  field  engineering,  $50,000,"  or  a  total  of  $250,000,  which  would  com- 
pare, as  far  as  I  can  tell  from  their  estimate,  with  my  figure  of  $500,000  for 
engineering  and  contingencies. 

Question.  The  upshot  of  it  all  is  that  you  figure  that,  if  they  brought  in  the 
same  items  that  you  did,  their  costs  would  be  somewhat  higher  than  yours? 

Answer.  Yes,  sir. 

By  Mr.  Forbes  : 

Question.  Have  you  submitted  your  estimates  of  cost  of  development  to  any 
financial  houses,  with  the  idea  of  securing  an  opinion  as  to  the  ability  of  financ- 
ing the  project  along  the  lines  you  have  suggested? 

Answer.  Yes,  sir;  I  have  submitted  this  matter  to  one  of  the  very  largest 
investment  banking  houses,  and  they  have  given  me  their  opinion  that  the  proj- 
ect would  be  readily  financed  with  the  set-up  which  I  have  made. 

Question.  Would  you  care  to  give  th  ename  of  that  investment  house? 

Answer.  Yes ;  I  am  willing  to  do  that ;  it  was  Rollins  &  Sons. 

By  Secretary  Wilbtjr: 
Question.  Rollins  &  Sons? 
Answer.  Yes,  sir. 

By  Mr.  Forbes: 

Question.  Where  are  they  located? 

Answer.  I  believe  their  principal  place  of  business  is  Boston.  I  took  the 
matter  up  with  their  Chicago  office.    The  correct  name  is  E.  H.  Rollins  &  Sons. 

Question.  State  whether  or  not  you  are  assured  that  you  can  produce  power 
at  the  rates  that  you  have  indicated  in  your  plans  with  a  profit  with  that  in- 
vestment in  development. 

Answer.  Yes;  I  am.  I  have  prepared  a  statement  of  my  financial  set-up. 
This  statement  [indicating  paper  in  witness's  hand]  is  based  upon  the  full 
development  of  the  project,  but  would  apply  pro  rata  to  the  development  of  site 
No.  1.     [Reading:] 

"  Flathead  River  power  development. — Estimated  earnings  of  power  company 
from  the  development  of  five  power  sites :  Annual  gross  operating  revenue, 
214,000  horsepower,  at  $15,  $3,210,000 ;  lease  of  power  sites,  $204,750 ;  interest 
on  $18,000,000  "— 

It  appears  to  me  that  the  stenographer  in  copying  this  has  not  put  in  the 
proper  charge  for  lease  of  power  sites. 

"  Interest  on  $18,000,000,  at  6  per  cent,  $1,080,000 ;  sinking  fund,  3  per  cent, 
$540,000;  operating  expenses,  li/^  per  cent,  $270,000;  repairs,  one-half  per  cent 
$90,000;  taxes,  insurance,  etc.,  1%  per  cent,  $270,000;  overhead  expenses,  1 
per  cent,  $180,000;  total,  $2,670,750;  annual  net  earnings,  estimated,  $539,250. 
Proposed  financial  set-up  of  power  company:  Bonds  and/or  preferred  stock, 
$18,000,000 ;  common  stock,  200,000  shares." 

Question.  What,  if  any,  investigation  or  research  did  you  make  prior  to 
the  working  out  of  that  estimate? 

Answer.  Well,  I  have  made  an  extensive  research  of  the  literature  on  the 
subject  of  power  developments,  and  Including  this  report  on  Muscle  Shoals 
of  the  Government,  and  I  find  that  the  figures  which  I  have  used  as  compared 
with  those  figures  are  conservative. 

Question.  Have  you  submitted  tho.se  estimates  to  the  consulting  engineers  or 
executives  of  managing  companies 

Answer.  Yes,  sir. 

Question.  Or  contractors  competent  to  render  an  opinion? 

Answer.  I  have  submitted  them  to  Mr.  Burch  and  have  submitted  them  to 
Rollins  &  Sons.     I  submitted  them  to  a  large  contracting  firm,  which  Ann 
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has  offered,  provided  the  permit  and  license  are  issued  to  me  and  sufficient  con- 
tracts for  the  sale  of  the  po\yer  can  be  made  on  the  basis  which  I  have  out- 
lined— has  offered  to  finance  and  construct  the  entire  project. 

Question.  What  was  the  opinion  of  the  finance  houses  and  of  Mr.  Burch  as 
to  the  accuracy  of  your  figures? 

Answer.  In  tlieir  opinion  they  were  conservative. 

Question.  Would  you  care  to  name  the  contracting  company  that  you  have 
referred  to? 

Answer.  No,  sir ;  I  do  not  wish  to  do  so,  because  they  specifically  asked  me 
not  to  bring  their  name  into  this  hearing. 

I  would  like  to  ask  permission  to  correct  this  copy  before  it  goes  on.  I  find 
the  stenographer  in  copying  it  made  an  error. 

Question.  Can  you  correct  that  now,  so  that  you  can  change  the  transcript? 

Mr.  Bonner.  I  have  the  original  here,  Mr.  Wheeler. 

The  Witness.  I  do  not  think  you  have  the  original  of  this  paper. 

Secretary  Wilbur.  No  :  that  is  another  paper ;  that  is  a  new  paper. 

Put  in  the  corrected  copy,  Mr.  Wheeler. 

The  Witness.  Yes;  later. 

I  would  like  to  add,  in  connection  with  my  estimate  of  costs,  that  I  have 
here  a  letter  from  Allis-Chalmers  Manufacturing  Co.,  in  which  they  give  me 
the  prices  of  the  electrical  machinery  required  for  the  power  house.  I  would 
like  to  put  that  in. 

By  Secretary  Wilbur: 

Question.  What  is  the  total? 

Answer.  They  have  given  me  prices  f.  o.  b.  factory,  and  given  me  the  weights 
from  which  I  can  arrive  at  the  freight ;  and  they  have  also  given  me  an  esti- 
mate of  cost  of  installation,  which  is  not  included  in  this  letter.  This  letter 
gives  the  prices  f.  o.  b.  factory. 

Mr.  FoEBES.  I  offer  this  letter  as  Wheeler  Exhibit  No.  18. 

(The  letter  referred  to  was  received  in  evidence  and  marked  "Wheeler 
Exhibit  No.  18.") 

By  Mr.  Russell: 

Question.    There  is  one  question  that  I  would  like  to  ask  you,  Mr.  Wheeler. 

Did  you  in  your  set-up  of  the  financial  structure  there  include  anything  for 
depreciation  reserves? 

Answer.  Well,  depreciation  is  included  in  the  item  of  3  per  cent  sinking  fund 
and  depreciation. 

Mr.  Russell.  I  see:  but  it  was  not  mentioned  as  such.  That  is  why  I  did 
not  get  it. 

By  Secretary  Wilbur: 

Question.  Mr.  Wheeler,  did  you  make  any  provision  in  those  plans  of  yours 
for  some  15,000  horsepower  that  is  in  question  in  regard  to  its  supply  to  an 
irrigation  district? 

Answer.  No,  sir ;  I  have  not  considered  that  question  because,  in  the  first 
place.  I  am  not  in  a  position  to  judge  whether  the  people  who  are  asking  for 
that  have  a  right  to  ask  for  it,  and,  in  the  second  place,  I  thought  that  that 
was  within  the  province  of  the  commission  to  decide,  what  was  to  be  done 
in  that  regard ;  and  if  they  decided  that  compensation  of  that  sort  should  be 
made  to  the  irrigation  district,  I  assumed  that  they  would  incorporate  that  in 
the  permit. 

Question.  What  difference  would  it  make  in  your  estimate  of  $15  per  horse- 
power if  some  15,000  horsepower  was  set  aside  out  of  the  total  on  a  somewhat 
different  basis? 

Answer.  Well,  as  I  understand  the  offer  of  the  Rocky  Mountain  Power  Co., 
they  offer  5,000  horsepower  at  one  mill  for  pumping  purposes  only ;  they  offer 
an  additional  5,000  horsepower  at  one  mill  for  general  purposes. 

Question.  That  is,  for  transmission? 

Answer.  Yes,  sir ;  that  is,  if  they  had  a  transmission  line  they  could  transmit 
it  and  use  it  for  any  purpose  they  wished.  But  the  first  5,000  horsepower  is 
to  be  limited  to  pumping  purposes  only.  They  also  offer  5,000  horsepower  addi- 
tional at  2%  mills,  which  is  higher  than  $15  per  horsepower  year. 

Now.  I  have  made  an  estimate  of  cost  to  the  power  company  of  furnishing 
these  two  blocks  of  5.000  horsepower  and  according  to  the  figures  that  I  have 
arrived  at,  taking  load  factor,  which  applied  to  such  a  proposition — for  example, 
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pumping  would  be  done  for  only  a  few  months  in  the  year  during  the  irrigation 
season  and  would  come  at  the  high-water  period,  and  the  load  factor  taken 
over  the  entire  year  would  not  be  so  very  large. 

Also,  the  load  factor  of  such  a  iiiral  distribution  system  would  be  quite  low 
for  the  other  5,000  horsepower. 

Now,  taking  those  points  into  consideration  I  have  estimated  that  it  would 
cost  the  power  company  $11,200  a  year  to  furnish  that  power  at  1  mill. 

Question.  That  is  10,000  horsepower? 

Answer.  Yes ;  $11,200  a  year. 

By  Mr.  Russell: 
Question.  What  load  factor  did  you  use? 

Answer.  I  have  not  got  that  noted  here  [indicating],  but  I  think  Mr.  Burch 
has  those  figures. 

By  Mr.  Dixon: 

Question.  Reducing  that  1  mill  charge  for  that  5,000  horsepower  to  your  yearly 
charge  of  $15  per  horsepower,  what  would  be  the  equivalent? 

Answer.  I  do  not  quite  understand  the  question. 

Question.  Reducing  the  1-mill  charge  in  the  Rocky  Mountain  Power  Co.  pro- 
posal for  5,000  horsepower  to  the  settlers,  what  would  that  be  equivalent  to  for 
yearly  horsepower  which  you  offer  at  $15  per  horsepower? 

Answer.  Well,  do  you  mean  by  that  what  is  1  mill  per  kilowatt-hour  equal  to? 

Question.  In  horsepower. 

Answer.  In  horsepower-years? 

Question.  Yes;  that  is  what  I  want  to  get. 

Answer.  It  would  be  approximately  $6.70  per  horsepower-year. 

Question.  One  other  thing:  Reduce  the  kilowatt-hour  charge  of  2.5  mills  to> 
horsepower  and  see  what  that  would  be  for  the  third  5,000  horsepower. 

Answer.  $16.70. 

Mr.  Forbes.  I  would  like  to  state  in  that  connection,  Mr.  Chairman,  that  we 
would  expect  to  honor  any  rights  of  the  irrigation  projects,  and  we  assume  of 
course  that  that  would  be  a  condition  in  the  license. 

Mr.  Grorud.  Just  a  minute.    Do  you  mean  any  legal  rights? 

Mr.  Forbes.  Any  legal  rights  that  are  ascertained  by  the  commission  or  an>^ 
other  competent  tribunal. 

By  Mr.  Forbes: 

Question.  Mr.  Wheeler,  please  state  whether  or  not  you  are  yourself  financi- 
ally able  to  finance  the  work  that  would  be  required  of  you  upon  the  giant iht^ 
to  you  of  a  preliminary  permit? 

Answer.  I  am. 

Question.  Do  you  care  at  this  time  to  offer  any  reference,  financial  or  other- 
wise, to  demonstrate  your  ability  to  finance  the  permit  work? 

Answer.  Well,  shortly  after  my  application  was  filed  and  it  was  sent  to 
Major  Butler  at  Seattle  to  make  a  field  report  upon,  Major  Butler  wrote  me 
a  letter  stating  that  if  I  cared  to  do  so  I  could  submit  some  evidence  of  my 
financial  ability  to  carry  out  this  project.  I  took  that  letter  over  to  Mr.  F.  N.. 
Prince,  who  was  chairman  of  the  board  of  the  First  National  Bank  of  Minne- 
apolis, which  is,  I  believe,  the  largest  bank  between  Chicago  and  the  Pacific 
coast,  and  asked  him  if  he  would  answer  the  letter  to  Major  Butler  for  me, 
which  Im  did. 

And  I  find,  in  looking  over  Major  Butler's  report,  that  he  has  included  Mr. 
Prince's  letter  in  it. 

Mr.  Forbes.  If  the  chairman  please,  I  am  now  referring  to  the  report  of 
Maj.  John  S.  Butler,  dated  March  17,  1928,  to  the  Chief  of  Engineers,  and,  in 
turn,  forwarded  to  the  Federal  Power  Commission  and  made  part  of  its  files. 
this  document  having  been  produced  upon  my  application  yesterday.  And  I 
ask  that  it  be  considered  part  of  the  official  record  of  the  hearing. 

On  page  9  of  Major  Butler's  report  the  letter  of  Mr.  Prince  is  set  out. 
The  original,  I  suppose,  is  somewhere  in  the  files  of  the  commission.     It  reads : 

"  I  have  known  Mr.  Wheeler  for  a  number  of  years.  He  is  a  man  of  excellent 
standing,  ability,  and  integrity,  and  I  believe  he  has  means  of  his  own  which; 
would  be  sufficient  to  do  the  preliminary  work  mentioned,  and,  in  connection 
with  the  people  he  has  interested  with  him,  would  be  able  to  fully  finance  the 
completion  of  the  work  should  the  license  be  issued  to  him." 

I  ask  that  this  document  be  made  an  ofllicial  part  of  the  record ;  and  I  suggest 
that  it  be  Identified  by  some  number  to  make  it  easy  to  locate. 
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Mr.  Russell.  It  is  not  necessary  to  identify  it  by  number  if  it  is  made  part 
of  the  record. 

Mr.  Forbes.  It  is  a  letter  of  March  17,  1928. 

Mr.  Dixon.  If  there  is  no  objection,  it  is  so  ordered. 

By  Mr.  Forbes: 

Question.  Mr.  Wheeler,  did  you  say  anything  about  the  size  of  the  First 
National  Bank  of  Minneapolis? 

Answer.  I  understand  it  is  the  largest  bank  between  Chicago  and  the  Pacific 
coast.     It  is  a  very  large  banking  institution,  with  assets  of  around  $100,CKX),000. 

By  Mr.  Dixon: 

Question.  Is  this  the  bank  that  has  taken  over  a  chain  of  banks  through 
Montana  recently? 

Answer.  Well,  the  First  Bank  Corporation  is  now  the  holding  company  for 
the  First  National  Bank  of  Minneapolis  and  in  St.  Paul  and  various  other  banks 
in  the  Northwest.  I  do  not  happen  to  know  just  what  their  total  resources 
are  now. 

Question.  But  they  have  recently  taken  over  a  string  of  50  or  60  banks? 

Answer.  Yes,  sir;  they  have  recently  taken  over  a  chain  of  banks  in  North 
Dakota,  South  Dakota,  Iowa,  Nebraska,  Wisconsin,  and  Minnesota. 

By  Mr.  Forbes  : 

Question.  Will  you,  state  whether  or  not,  from  your  investigation  of  this 
project,  and  the  calculations  that  you  have  made  on  cost  of  development  and 
cost  of  financing,  and  from  your  experience  with  financial  houses  and  industrial 
concerns  who  might  use  the  power,  and  contractors,  all  of  whom  you  have 
mentioned  here,  you  are  of  the  opinion  that,  if  granted  this  permit,  you  would 
be  able  ot  finance,  construct,  and  develop  the  power? 

Answer.  Yes;  I  am  satisfied  that  I  would  be.  I  have  been  informed  so  by 
financial  houses,  power  companies,  contractors,  engineers,  and  others. 

Secretary  Wilbur.  May  I  ask  a  question  at  this  point? 

Mr.  Forbes.  Surely. 

By  Secretary  Wilbur: 

Question.  Have  you  in  mind  how  long  it  would  take  you  to  develop  this  so 
that  w^hat  was  to  be  given  to  the  Indians,  as  suggested,  would  become  available 
to  them? 

Answer.  Do  you  mean  to  complete  the  construction  of  the  first  unit? 

Question.  What  I  really  meant  is,  when  would  the  Indians  begin  to  get  some 
revenue  from  the  project,  as  you  see  it? 

Answer.  Well,  after  construction  was  started,  the  first  unit  or  the  first  site 
could  be  put  in  operation  in  three  years. 

Question.  You  had  no  plan  in  financing  that  for  giving  something  to  the 
Indians  before  the  actual  sale  of  the  power? 

Answer.  No,  sir.  My  agreement  with  the  Indians  provides  that  they  are  to 
receive  their  revenue  based  upon  the  average  power  consumption,  as  measured 
on  the  switchboard  at  the  power  house. 

Question.  So  that  they  would  get  their  first  payment,  you  would  say,  at  the 
end  of  six  months  after  the  plant  was  in  operation? 

Answer.  Yes,  sir. 

By  Mr.  Russell: 
Question.  In  your  financial  set-up  have  you  considered  anything  as  to  the  cost 
of  these  flowage  rights,  if  any? 
Mr.  Dixon.  $500,000. 
Mr.  Russell.  Is  that  in  there?     I  did  not  get  that. 

By  Mr.  Brown  : 

Question.  Have  you  considered  anything  with  reference  to  taking  care  of 
Newell  Tunnel? 

Answer.  In  the  estimate  which  I  have  made  here  I  did  not  have  it ;  from  the 
study  I  have  made,  or  from  a  study  of  the  proposition  so  far,  I  do  not  believe 
that  it  would  be  of  much  use  to  us.  I  might  change  my  opinion  on  that  from 
further  study,  but  that  is  my  opinion  at  the  present  time. 

By  Secretary  Wilbur: 
Question.  Well,  that  Newell  Tunnel  has  cost  the  Government  a  certain  sum 
of  money,  has  it  not? 

Answer.  So  I  understand. 
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Question.  Do  yon  see  any  way  by  which  that  can  be  brought  baclv  into  the 
Federal  Treasury  out  of  your  program? 

Answer.  Well,  as  I  understand  it,  the  Indians  paid  for  the  Newell  Tunnel, 
and  they  would  get  back  out  of  the  revenues  that  they  receive  from  the  project 
compensation  for  it. 

Mr.  ScATTERGooD.  That  misapprehension  ought  to  be  corrected,  I  believe. 
There  is  no  remaining  charge,  I  think,  on  the  Indians  for  the  Newell  Tunnel. 

Secretary  Wilbur.  It  was  paid  for  out  of  the  Federal  Treasury,  was  it? 

Mr.  ScATFERGOOD.  It  was  paid  for  from  the  Federal  Treasury. 

Mr.  Grorud.  May  I  correct  that?  That  was  paid  under  the  reimbursement 
act  in  1916.    It  now  remains  a  reimbursement  charge  against  the  project. 

Secretary  Wilbur.  It  is  $102,000,  is  it? 

Mr.  Grorud.  $101,000. 

The  W^iTNESS.  Those  matters,  Mr.  Secretary,  I  have  not  gone  into,  because  I 
felt  that  those  were  matters  which  could  properly  be  taken  up  in  connection 
with  the  issuance  of  the  permit. 

By  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  based  upon  your  conferences  with  financial  houses 
and  industrial  concerns,  prospective  customers  for  this  power,  and  contracting 
companies,  have  you  found  that  those  whom  you  consulted  were  convinced 
that  this  project  is  a  good  business  proposition  as  you  have  described  it? 

Answer.  I  have. 

Mr.  ScATTERGOOD.  I  will  ask  Mr.  Reeves  if  he  can  state  the  situation  regard- 
ing the  Newell  Tunnel.    He  is  the  attorney  for  our  department. 

Secretary  Wilbur.  Certainly. 

Mr.  Reeves.  In  connection  with  the  Newell  Tunnel,  originally  the  cost  of  that 
work  was  charged  against  tribal  funds.  By  the  act  of  May  18,  1916,  Congress 
directed  that  money  advanced  out  of  tribal  funds  be  again  placed  to  their 
credit;  and  the  appropriation  now  stands  as  a  charge  against  the  project  of 
$101,000,  to  be  repaid  by  the  landowners  under  that  project. 

Now,  of  those  landowners,  about  20  per  cent  are  owned  by  Indians,  and 
about  80  per  cent  are  in  white  ownership  at  this  time. 

But  that  stands  as  a  reimbursement  charge  against  the  project. 

Secretary  Wilbur.  Is  it  against  the  project,  or  against  the  landowners  who 
benefited  by  the  project? 

Mr.  Ree\^es.  It  is  made  a  lien  against  the  owners  of  the  land  on  the  project. 

Mr.  Grorud.  Under  what  authority  was  the  Newell  Tunnel  constructed? 

Mr.  Reeves.  It  was  an  act  of  Congress  along  about  1908  or  1909,  to  authorize 
the  construction  of  the  irrigation  project  out  there  for  the  Flathead  Reservation 
by  the  Reclamation  Service ;  and  this  Newell  Tunnel  was  a  part  of  their  plan 
for  supplying  water  to  these  lands. 

Mr.  Gboeud.  Is  it  not  a  fact  that  the  Newell  Tunnel  project  was  abandoned 
in  1911? 

Mr.  Reeves.  No ;  that  is  not  my  understanding  of  the  situation. 

Mr.  Groeud.  Well,  they  did  not  complet-e  the  tunnel,  did  they? 

Mr.  Reeves.  No  ;  I  think  they  had  some  difliculty  in  obtaining  suflScient  appro- 
priations to  carry  on  that  work. 

Mr.  Grorud.  Was  it  not  decided  by  Congress  that  it  was  not  a  feasible 
proposition  ? 

Mr.  Reeves.  That  was  not  my  understanding  of  it. 

Mr.  Georud.  You  understand,  also,  that  the  act  which  opened  up,  or  for  the 
opening  of  the  Flathead  Reservation — that  it  was  in  the  agreement  that  if  any 
irrigation  system  would  be  constructed,  such  would  not  be  chargeable  against 
Indian  lands? 

Mr.  Reeves.  That  is  not  my  understanding  of  the  act  of  1904. 

Mr.  Grorud.  Well,  I  will  take  that  up  later. 

Secretary  Wilbue.  Yes ;  you  can  take  that  up  later,  can  you  not? 

Mr.  Geoeud.  Yes,  sir ;  I  will  take  that  up  later. 

By  Mr.  Foebes  : 

Question.  Mr.  Wheeler,  if  you  are  able  to  make  effective  use  of  the  Newell 
Tunnel,  would  you  be  willing  to  submit  to  the  Federal  Power  Commission,  or  to 
some  other  competent  tribunal,  the  question  of  the  amount  to  pay  in  (•(•iniKusa- 
tion  for  it? 

The  Witness.  May  I  see  that  estimate  of  the  Rocky  Mountain  Power  Co.  again 
for  a  minute? 
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Mr.  Dixon.  While  Mr.  Wheeler  is  looking  that  up,  I  would  like  to  ask  Mr. 
Reeves  a  question.  When  the  irrigation  project  was  attached  to  the  Flathead 
country,  what  percentage  of  the  lands  irrigated  under  the  reclamation  project 
at  that  time  were  in  Indian  title,  and  what  percentage  in  white  title? 

Mr.  Reeves.  I  could  not  say  offhand,  Mr.  Secretary,  at  this  time,  other  than 
that  probably  40  or  50  per  cent  of  the  lands,  at  least,  were  in  Indian  ownership. 
That  has  gradually  been  reduced  from  year  to  year,  by  sales  of  allotted  lands 
and  acquisition  of  the  lands  by  w^hite  purchasers. 

Mr.  Dixon.  When  the  irrigation  project  was  initiated,  it  was  about  50-50? 

Mr.  Reeves.  I  could  not  say  definitely,  without  looking  at  the  figures. 

Mr.  Dixon.  Mr.  Flickinger,  do  you  know? 

Mr.  Flickinger.  About  50  per  cent  were  Indian  lands. 

Mr.  Dixon.  About  50  per  cent  were  Indian  lands,  and  about  50  per  cent  were 
sold  to  whites. 

The  Witness.  According  to  this  estimate,  the  Rocky  Mountain  Power  Co.  have 
included  $70,000  for  cofferdams.  And  they  have  also  included  $50,000  for  the 
enlargement  of  the  Newell  Tunnel. 

I  assume  that  they  intend  to  use  the  Newell  Tunnel  in  connection  with  the 
construction  of  the  project,  possibly  also  after  the  project  is  completed,  in  order 
to  turn  the  water  out,  or  assist  in  turning  the  water  out  of  the  river  bed 
during  construction. 

I  have  included  an  item  of  $175,000  for  cofferdams,  which  w^ould  indicate  that 
my  scheme  of  construction  is  quite  different  from  the  one  that  they  have 
planned  upon.  Now,  it  would  be  a  question  of  arriving  at  which  was  the  more 
economical  method,  in  order  to  find  whether  it  was  advantageous  to  use  the 
Newell  Tunnel  or  whether  it  was  not. 

Mr.  Kelly.  I  beg  your  pardon.  You  will  find  the  Newell  Tunnel  referred  to 
on  the  next  page  of  that  report  that  you  have. 

Mr,  Forbes.  The  next  to  the  last  item. 

The  Witness.  You  are  more  familiar  with  this  than  I  am,  Mr.  Kelly ;  perhaps 
you  can  show  it  to  me  [handing  paper  to  Mr.  Kelly]. 

Mr.  Kelly.  There  it  is  [indicating  on  paper]. 

The  Witness.  Under  general  expenses  they  have  also  included  $101,000  for 
the  Newell  Tunnel  rights. 

By  Secretary  Wilbur: 

Question.  General  expenses? 

Answer.  Yes,  sir. 

Question.  To  make  your  figure  comparable  you  would  have  to  include  that, 
would  you  not? 

Answer.  Well,  if  I  included  that  I  would  probably  revise  very  extensively  my 
estimate  for  cofferdams ;  because  I  have  included  $175,000  for  cofferdams, 
against  $70,000. 

Secretary  Wilbur.  I  see. 

By  Mr.  Forbes: 

Question.  If  you  could  make  effective  use  of  the  Newell  Tunnel,  with  economy 
to  the  development,  state  whether  or  not  you  would  be  willing  to  make  fair 
compensation  for  it? 

Answer.  Why,  certainly. 

Mr.  Forbes.  I  refer  again  to  the  report  of  Major  Butler,  dated  March  17,  1928, 
upon  the  Walter  H.  Wheeler  application  for  preliminary  permit,  in  regard  to  the 
plans  of  the  two  pending  applications — that  is,  the  Rocky  Mountain  Power  Co. 
and  the  Wheeler  application — the  engineer's  report,  at  page  13  of  the  document : 

"As  previously  stated,  the  plans  submitted  by  Applicants  C  and  D,  namely, 
the  Rocky  Mountain  Power  Co.  and  Wheeler,  are  essentially  the  same,  so  that 
neither  can  be  said  to  have  the  advantage  over  the  other  in  this  particular." 

Now,  referring  to  the  same  document  and  the  same  page,  under  paragraph 
No.  20,  page  13,  I  will  read  the  following : 

"  Statement  of  opinion :  Assuming  that  the  commission  has  jurisdiction  over 
the  sites  involved,  it  is  my  opinion  that  this  application  should  be  rejected, 
because  (a)  the  earlier  application  of  the  Rocky  Mountain  Power  Co.  carries 
prior  rights.  See  the  last  sentence  of  section  1,  regulation  (a).  Rules  and 
Regulations  of  the  Federal  Power  Commission." 

By  Mr.  Forbes: 
Question.  State  whether  or  not  you  know  of  any  prior  rights  to  which  the 
Rocky  Mountain  Power  Co.  are  entitled  because  of  an  earlier  application. 
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Mr.  Kexly.  Just  a  moment.  We  object,  because  that  is  a  matter  to  be 
decided  entirely  by  the  commission.  It  is  a  matter  of  law,  and  the  opinion  of 
the  lay  witness  as  to  whether  or  not  there  is  priority  of  filing  is  not  competent. 

Mr.  Dixon.  The  attorney  for  the  Power  Commission  says  that  is  a  matter  of 
law,  to  be  determined  by  the  commission. 

Mr.  Forbes.  I  want  to  set  forth  in  that  connection  the  letter  of  the  executive 
secretary  of  the  Federal  Power  Commission  dealing  with  the  subject.  I  would 
like  to  refer  to  that  in  the  argument. 

Mr.  Russell.  Is  that  a  part  of  the  same  exhibit  that  you  offered  here? 

Mr.  Forbes.  This  is  a  letter  dated  March  17,  1928. 

Mr.  Russell.  Contained  in  what? 

Mr.  Forbes.  Contained  in  the  commission's  files.  It  is  the  report  of  Major 
Butler  to  the  Chief  of  Engineers,  and  part  of  this  official  record.  Subparagraph 
(6),  under  paragraph  20,  on  page  13  of  this  engineer's  report,  says: 

"The  maps,  plans,  and  specifications  submitted  by  the  applicant  are  very 
meager,  and  appear  to  have  been  largely  copied  from  those  submitted  by  the 
Rocky  Mountain  Power  Co.,  thus  indicating  very  little,  if  any,  original  investi- 
gation by  the  applicant." 

By  Mr.  Forbes: 

Question.  Mr.  Wheeler,  state  whether  or  not  the  Federal  Power  Commission, 
or  any  of  its  staff,  requested  you  to  file  maps,  plans,  or  specifications  other 
than  those? 

Answer.  They  did  not. 

Question.  State  whether  or  not  in  preparing  and  filing  maps,  plans,  and 
specifications  you  conformed  to  the  rules  and  regulations  of  the  commission? 

Mr.  Kelly.  Just  a  moment.  We  object,  if  the  commission  please,  to  that 
question  as  asking  for  a  conclusion  of  the  witness  on  questions  of  law  and 

Mr.  DixoN.  Read  that  again,  Mr.  Forbes. 

By  Mr.  Forbes: 

Question.  State  whether  or  not  in  preparing  and  filing  your  maps,  plans,  and 
specifications  you  filed  all  of  the  maps,  plans,  and  specifications  called  for  in 
the  regulations  of  the  commission. 

Mr.  Brown.  That  was  not  the  question  as  first  asked. 

Mr.  Forbes.  I  have  changed  part  of  it  so  that  Mr.  Kelly  would  have  less 
objection. 

Mr.  Dixon.  I  think  he  can  answer  that. 

The  Witness.  Yes;  I  submitted  all  the  plans,  maps,  and  so  on  that  were 
called  for  by  the  regulations;  and,  if  I  recollect  correctly,  when  I  submitted 
them  I  asked  the  commission  to  notify  me  if  anything  further  was  required. 
By  Mr.  Forbes  : 

Question.  State  whether  or  not  the  maps,  plans,  and  specifications  which  you 
filed  were  copied  from  those  submitted  by  the  Rocky  Mountain  Power  Co. 

Answer.  They  were  not.  There  was  a  map  which  the  Federal  Power  Com- 
mission furnished  me,  stating  that  it  was  a  public  record  and  that  they  had 
authority  to  furnish  me  that  map.  I  secured  it  here  in  Washington  very' early 
in  the  project ;  and  I  also  secured  other  maps  from  the  records  of  the  Govern- 
ment in  Washington,  and  from  those  records  I  prepared  my  papers. 

Question.  The  next  subparagraph  under  the  heading  "  Statement  of  opinion," 
paragraph  20,  on  page  13  of  the  same  document,  reads  as  follows : 

"  It  is  believed  that  the  fullest  practical  utilization  of  the  water-storage 
I)Ossibilities  and  head  available  will  be  made  possible  only  when  oi^erated  in 
close  financial  relation  to  the  existing  or  probable  future  projects  upon  the 
same  or  adjacent  streams.  It  is  further  believed  that  this  close  relation  can 
best  be  obtained  by  the  Rocky  Mountain  Power  Co.,  as  opposed  to  this  applicant, 
through  its  known  financial  connection  with  the  Montana  Power  Co." 

Please  state  your  opinion  as  to  the  validity  of  that  conclusion. 

Answer.  I  do  not  think  that  that  conclusion  is  warranted  at  all,  particularly 
in  view  of  the  type  of  load  which  I  will  utilize  with  the  industries  which  will  use 
this  power.  The  industries — electrochemical,  electrometallurgical,  paper  indus- 
try, and  other  industries  which  will  make  use  of  this  power — have  a  very  high 
continuous  load  factor,  and  with  the  regulation  which  can  be  obtained  by  storage 
in  Flathead  I^ke  we  can  get  a  continuous  flow  of  tlie  river  and  furnish  that 
continuous  power  which  these  industries  require. 

It  is  unlike  the  ordinary  public  utility.  It  Is  unlike  the  system  of  the  Mon- 
tana Power  Co.,  which  has  a  load  factor  that  is  subject  to  high  peaks  and  low 
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points,  due  to  fluctuations  in  demand.  But  the  demand  of  these  industrial 
companies  is  what  would  be  called  a  flat-load  curve,  without  peaks  and  depres- 
sions. 

Question.  I  read  further  from  this  book,  at  the  bottom  of  page  13,  subpara- 
graph id),  under  paragraph  20: 

"  Present  or  future  electrical  interconnection  with  other  projects  or  systems 
can  be  made  by  the  Rocky  Mountain  Power  Co.  through  its  connection  with  the 
Montana  Power  Co.  and  thus  enable  advantage  to  be  taken  of  diversity  of  stream 
flow  and  of  power  demands." 

Will  you  express  your  opinion  as  to  the  validity  of  that  conclusion? 

Answer.  Well,  that  is  practically  the  same  as  the  previous  one,  except  that 
it  is  stated  in  a  little  different  language.  And  as  far  as  the  Flathead  River  is 
concerned,  which  is  the  stream  in  question  here,  the  flow  of  that  watershed 
would  be  the  same  for  one  power  company  as  it  would  be  for  another,  under  the 
same  regulation 

Mr.  Russell  (interposing).  Speaking  of  these  stream  flows,  why  should  not 
the  reports  of  the  Geological  Survey  be  put  in  the  record,  so  that  the  commis- 
sion will  have  the  benefit  of  them?  Then  when  one  witness  talks  about  geo- 
logical surveys  and  the  flow  of  the  streams  we  will  know  what  he  is  talking 
about. 

Mr.  Forbes.  The  flow  data  is  already  in  the  Butler  report. 

Mr.  Russell.  Well,  are  you  referring  to  the  geological  surveys  of  flow  other 
than  those  in  that  report?     If  you  are,  that  is  what  I  had  in  mind. 

Mr.  Forbes.  Yes ;  the  Geological  Survey  report  in  its  entirety,  covering  20 
years 

Mr.  Russexl  (interposing),    is  in  this  report? 

Mr.  Forbes.  It  is  summarized  in  this  report. 

Mr.  Russexl.  I  am  advised.  Mr.  Forbes,  that  that  detail  could  not  be  ascer- 
tained from  this  report  that  you  have,  in  case  the  commission  desires  to  go  into 
the  details. 

Mr.  Forbes.  I  have  the  detailed  report,  and  we  would  be  very  glad  to  submit 
it  if  desired. 

Mr.  Russell.  I  think  that  data  should  be  in  the  record :  so  that  when  the 
commission  wishes  to  go  into  that  in  detail  it  may  be  able  to  do  so. 

Mr.  Forbes.  I  will  be  very  glad  to  submit  that  in  detail.  Will  you  submit 
it,  Mr.  Wheeler? 

The  Witness.  Yes.  I  have  not  all  the  reports  here,  but  I  can  include  them 
by  reference.     They  are : 

Surface  Water  Supply  Paper  of  the  United  States  Department  of  the  Interior, 
United  States  Geological  Survey,  covering  the  north  Pacific  slope  drainage 
basins  from  and  including  the  1908  to  1924,  inclusive. 

And  I  have  here  Water  Supply  Paper  No.  612,  for  the  year  1925,  which  con- 
tains, on  pages  86  and  87,  the  monthly  discharge  and  the  daily  discharge  of  the 
Flathead  River  at  Poison,  Mont.,  for  the  year  ending  September  30,  1925 

Mr.  Forbes  (interposing).  Just  a  moment. 

I  ask  that  this  bulletin.  Water  Supply  Paper  No.  612,  issued  by  the  United 
States  Geological  Survey,  Department  of  the  Interior,  Part  XII,  dated  1925,  be 
made  a  part  of  the  oflBcial  record  of  this  proceeding,  by  reference. 

Mr.  Ketxy.  Pardon  me,  but  just  for  the  purpose  of  shortening  the  record  and 
not  to  object  to  these  bulletins,  I  might  say  that  both  applicants  agree  on  the 
stream  flow  and  the  water  available  there  and  agree,  I  believe,  on  the  summary 
as  made  by  Major  Butler  in  the  report  referred  to  by  counsel,  that  it  is  correct. 

Mr.  Dixox.  That  all  reports  of  the  United  States  Geological  Survey  as  to 
flowage  in  that  watershed  may  be  admitted  into  the  record? 

Mr.  Kelly.  Yes;  but  the  point  I  was  making  was  to  avoid  encumbering  the 
record  with  that,  that  we  would  agree  that  Major  Butler's  resum§  or  summary 
of  it  is  correct. 

Mr.  Forbes.  We  will  agree  to  that.  I  was  only  offering  it  in  detail  because 
it  was  asked  for. 

Mr.  Dixon.  By  agreement  of  counsel,  they  will  be  treated  as  in  the  record. 

The  Witness.  We  have  additions  to  what  is  included  in  Major  Butler's  report, 
and  I  was  just  about  to  refer  to  them. 

Mr.  Dixon.  Why  can  not  counsel  for  both  applicants  now  agree  that  all  Geo- 
logical Survey  Reports  as  to  flowage  may  be  referred  to  and  relied  upon? 

Mr.  Kelly.  Yes ;  that  is  what  I  had  in  mind. 
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Mr.  Russell.  There  is  just  one  thing.  There  are  other  reports  and  letters  of 
the  engineers  of  the  commission  that  one  of  my  staff,  Mr.  Henshaw,  calls  my 
attention  to. 

We  desire  that  those  reports  likewise  be  considered  as  a  part  of  the  record. 

Mr.  Dixon.  Is  that  agreeable? 

Mr.  Forbes.  Yes ;  that  is  agreeable  to  us. 

Mr,  Kelly.  Quite  agreeable. 

Mr.  Dixon.  How  late  do  those  reports  come  down  to? 

Mr.  Henshaw.  Well,  the  records  are  in  our  files,  complete  to  September  30, 
1928,  but  not  entirely  complete  to  1929.  We  should  wish  the  right,  in  connec- 
tion with  the  consideration  of  this  case,  to  use  the  1929  records,  I  think,  fur- 
nishing copies  of  them,  or  making  sure  that  copies  are  furnished  to  the  parties. 

Mr.  Kelly.  That  is  agreeable  to  us — that  all  official  records  may  be  used. 

Mr.  Dixon.  That  may  be  entered  as  part  of  the  official  record. 

Mr.  McCoRMACK.  May  I  make  a  suggestion  on  behalf  of  Flathead  County? 
We  ask  that  there  be  included  in  the  records  the  reports  of  the  Geological  Survey 
tests  as  to  the  water  tables  in  the  soil  when  they  are  completed.  We  ask  that 
they  also  be  made  a  part  of  the  record,  on  behalf  of  Flathead  County. 

Mr.  Dixon.  At  the  upper  end  of  the  lake? 

Mr.  McCoRMACK.  At  the  upper  end  of  the  lake;  yes,  sir.  They  are  not  yet 
completed,  but  when  they  are  completed,  we  would  like  to  have  them  considered 
as  in  the  record. 

Mr.  Dixon.  Is  that  agreed  upon? 

Mr.  Forbes.  So  long  as  the  decision  of  the  commission  is  not  held  up  awaiting 
those  tests. 

Mr.  McCoRMACK.  Well,  that  also  applies  for  the  things  that  you  gentlemen 
applied  to  have  in  the  record. 

Mr.  Forbes.  I  agree  to  have  those  added  to  the  official  record  of  this  proceeding, 
provided  the  decision  is  not  delayed  thereby. 

Mr.  Dixon.  That  is,  that  all  available  Government  reports  as  to  water  table 
heights  be  included? 

Mr.  McCoRMACK.  Tests  being  made  at  this  time. 

Mr.  Dixon.  By  whom? 

Mr.  McCoRMACK.  By  the  Geological  Survey,  who  have  test  wells  for  testing 
since  a  year  ago  in  June  or  July ;  they  have  test  wells  and  are  measuring  the 
elevation  of  the  water  from  time  to  time. 

Mr.  Russell.  When  will  that  be  ready? 

Mr.  McCoRMACK.  I  do  not  know,  but  I  would  suggest*  that  they  be  used  up 
to  the  time  the  decision  is  made,  as  far  as  they  have  gone  and  are  available. 

Mr.  Dixon.  I  think  I  can  clear  up  the  situation  as  to  that.  Is  it  in  agree- 
ment of  counsel  and  parties  appearing  here  that  all  Geological  Survey  records 
as  to  the  water  table  of  the  valley  in  the  upper  end  of  the  lake  that  are 
available  at  the  time  of  the  decision  of  the  commission  be  admitted  into  the 
record? 

Mr.  Kelly.  That  is  agreeable  to  us. 

Mr,  Forbes.  That  is  also  agreeable  to  us. 

Mr.  McCoRMACK.  That  is  all  right. 

Mr.  Dixon.  That  will  carry  a  safety  valve  as  to  time. 

By  Mr.  Forbes: 

Question.  I  continue  to  read  from  Major  Butler's  report  of  March  17.  1928, 
and  made  a  part  of  this  oflScial  record.  I  read  subparagraph  (e)  of  para- 
graph 20,  contained  on  page  14  of  the  report : 

"The  financial  ability  of  the  applicant  has  already  been  discussed  in  this 
report,  and  from  his  indefinite  statements,  it  is  believed  that  he  is  not  as 
financially  able  to  carry  out  the  development  ns  the  Rocky  Mountain  Power  Co." 

I  would  like  to  have  you  express  your  opinion  of  the  validity  of  that  con- 
clusion, Mr.  Wheeler. 

Mr.  Dixon.  Is  that  March  of  1928  or  1929? 

Mr.  F(  rbes.  March  17,  1928. 

Mr.  Dixon.  I  thought  Major  Butler's  report  was  not  made  until  this  last 
spring. 

Mr.  Forbes.  No,  sir.  This  bears  date  March  17,  1928.  and  was  received  by  the 
Federal  Bower  Commission  April  25,  1928. 

Mr.  Dixon.  Major  Newcomer  states  that  there  was  a  supplemental  report 
made  on  the  Rocky  Mountain  Power  Co. 

Major  Newcomer.  Yes ;  made  on  the  Rocky  Mountain  Power  Co. 
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Mr.  Bonner.  Let  us  have  it  entirely  clear  on  the  record  about  the  two  reports, 
Major  Newcomer. 

Major  Newcomer.  The  later  report,  to  which  Secretary  Dixon  referred  as 
1929,  was  made  on  the  application  of  the  Rocky  Mountain  Power  Co.  for 
license. 

Mr.  Bonner.  And  this  report  from  which  counsel  for  Mr.  Wheeler  is  reading 
is  the  report  made  by  Major  Butler  on  Mr.  Wheeler's  application? 

Major  Newcomer.  For  preliminary  permit. 

Mr.  Dixon.  In  March.  1928? 

Major  Newcomer.  Yes,  sir. 

Mr.  Dixon.  All  right. 

Mr.  Forbes.  If  the  commission  please,  in  view  of  that  information  I  would 
like  to  supplement  my  motion  for  introduction  of  documents  to  have  added 
to  it  a  request  that  the  latest  report  of  Major  Butler,  upon  the  application  of 
the  Rocky  Mountain  Power  Co.,  just  referred  to  by  Major  Newcomer,  be 
supplied  to  us. 

Mr.  Bonner.  Was  not  that  included  yesterday  in  the  request? 

Mr.  Forbes.  No,  sir. 

Mr.  Dixon.  If  there  is  no  objection 

Mr.  Keixy.  There  is  no  objection. 

Mr.  Forbes.  I  m-giit  say  that  I  did  not  ask  for  it  because  I  did  not  know 
that  it  existed. 

Mr.  Dixon.  Counsel  will  be  entitled  to  that  letter  and  report  as  to  the  Rocky 
Mountain  Power  Co. 

Mr.  Forbes.  The  question  to  the  witness  was  to  express  his  opinion  as  to  the 
validity  of  the  conclusion  contained  in  subparagraph  (e),  paragraph  20,  which 
I  read  to  him. 

Shall  I  read  it  again? 

By  Mr.  Forbes  : 

Question  (reading).  "The  financial  ability  of  this  applicant  has  already  been 
discussed  in  this  report,  and  from  his  indefinite  statements  it  is  not  believed 
that  he  is  as  financially  able  to  carry  out  the  development  as  the  Rocky  Moun- 
tain Power  Co." 

I  have  asked  the  witness  to  express  his  opinion  as  to  the  validity  of  that 
conclusion. 

Answer.  Well.  I  think  that  conclusion  is  very  invalid,  on  the  basis  of  the 
showing  of  the  financial  responsibility  of  the  Rocky  Mountain  Power  Co..  inas- 
much as  they  stated  yesterday  that  they  had  $1,000  paid  into  the  treasury. 

Mr.  Ketxy.  Pardon  the  interruption.  Did  you  take  into  consideration  in 
making  your  answer  the  guaranty  of  the  Montana  Power  Co.  of  performance  on 
the  part  of  the  Rocky  Mountain  Power  Co.? 

The  Witness.  Well,  we  have  not  found  that  guaranty  in  going  over  the 
report.    It  does  not  seem  to  be  in  there. 

By  Mr.  Forbes: 

Question.  You  have  no  knowledge  of  such  a  guaranty  yourself? 

Mr.  Dixon.  When  was  the  guaranty  filed? 

Mr.  Kelly.  I  think  that  the  guaranty  was  filed  in  1928.  prior  to  the  filing 
of  application  for  license.  I  think  that  the  guaranty  itself  and  the  resolution 
of  the  board  of  directors  approving  it  is  a  part  of  the  record  in  this  case. 

Mr.  Dixon.  Have  you  had  an  opportunity  to  see  that.  Mr.  Wheeler? 

The  Witness.  It  has  not  come  to  my  attention  so  far;  no,  sir. 

By  Mr.  Forbes  : 

Question.  State  whether  or  not  you,  yourself,  without  outside  help,  wer<? 
financially  able  to  finance  the  work  that  was  to  be  done  if  you  received  the 
preliminary  ijermit? 

Answer.  I  was. 

Mr.  Kelly.  Pardon  the  interruption.  May  I  have  the  application  of  the 
Rocky  Mountain  Power  Co.  for  license?     Have  you  that  there  with  you? 

Mr.  Forbes.  If  the  commission  please,  inasmuch  as  Mr.  Kelly  has  stated, 
at  your  request,  in  the  record  that  such  a  guaranty  was  made  and  was  dulv 
filed  with  the  commission,  and  supported  their  application  for  license.  I  would 
like  to  have  Mr.  Kelly  state  approximately  the  date  that  guaranty  was  made. 

Mr.  Kelly.  My  understanding  was  that  it  was  prior  to  the  application.  I 
am  having  that  checked  now.  I  will  furnish  that  information  as  soon  as  I 
can  get  it. 
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Mr.  Forbes.  I  would  like  for  my  needs  a  statement  of  whether  or  not  that 
guaranty  had  been  made  and  filed  with  the  Federal  Power  Commission  as 
early  as  March  17,  1928. 

Mr.  Kelly.  It  had  not  been  filed  at  the  hearing  before  Major  Butler,  at 
which  I  was  present.  The  testimony  showed  that  the  Montana  Power  Co. 
was  responsible  for  the  Rocky  Mountain  Power  Co.,  and  would  finance  it  and 
see  that  the  Rocky  Mountain  Power  Co.  carried  out  its  contract  if  the  permit 
and  license  were  granted  to  it.  So  that  was  a  part  of  the  record  all  the  time, 
so  far  as  a  record  of  the  testimony  is  concerned. 

And  later,  to  complete  the  record,  the  board  of  directors  of  the  Montana 
Power  Co.,  by  resolution,  authorized  its  officers  to  execute  and  file  with  this 
commission  a  guaranty  on  the  part  of  the  Montana  Power  Co.  that  the  Rocky 
Mountain  Power  Co.,  if  granted  the  permit,  would  be  financed  by  the  Montana 
Power  Co.  and  the  contract  which  the  Rocky  Mountain  Power  Co.  would  enter 
into  with  this  commission  would  be  carried  out. 

Mr.  Forbes.  But  my  understanding  is  that  on  the  date  that  Major  Butler 
made  this  report  of  March  17,  1928,  he  had  not  seen  an  executed  guaranty 
contract. 

Mr.  Keilly.  No ;  but  he  had  the  assurance  by  sworn  testimony  of  the  officers 
of  the  Montana  Power  Co.  that  such  a  guaranty  would  be  forthcoming,  or  such 
a  contract  entered  into. 

Mr.  Forbes.  Now,  reading  from  page  11  of  the  same  document.  Major  Butler's 
report,  dated  March  17,  1928,  the  paragraph  headed  "  The  public  hearing  " 

Mr.  Kelly  (interposing).  Pardon  me,  Mr.  Forbes,  I  don't  find  the  original, 
but  here  is  a  copy  of  the  resolution  and  of  the  guaranty,  which  is  a  matter  of 
record  with  the  commission  [handing  papers  to  Mr.  Forbes]. 

Mr.  Forbes.  I  see  a  note  on  the  copy  of  the  contract  just  handed  me  by  coun- 
sel for  the  Rocky  Mountain  Power  Co.,  in  pencil,  dated  the  26th  day  of  March, 
1928.    Is  that  correct? 

Mr.  Kelly.  It  was  filed  in  connection  with  the  1928  application.  I  am  not 
sure  of  the  date. 

Mr.  Dixon.  I  think,  gentlemen,  we  had  better  take  a  recess  for  seven  minutes, 
until  10.55. 

(A  short  recess  was  taken.) 

Now,  you  may  proceed,  Mr.  Forbes. 

Mr.  Forbes.  I  read  again  from  the  report  of  Major  Butler  on  the  application 
of  Walter  H.  Wheeler,  March  17,  1928,  page  11,  the  paragraph  entitled  "  Pub' 
lie  hearings  " : 

"A  public  hearing  was  not  considered  necessary,  as  hearings  had  already 
been  held  on  the  application  of  the  Rocky  Mountain  Power  Co.  for  power  de- 
velopment at  the  same  site  contemplated  by  the  applicant,  and  the  question  of 
Mr.  Wheeler's  application  was  presented  at  these  hearings." 

Question.  State,  if  you  know,  the  date  of  the  hearing  referred  to  by  Major 
Butler,  held  on  the  application  of  the  Rocky  Mountain  Power  Co. 

Answer.  The  date  of  those  hearings,  according  to  the  notice  of  the  Federal 
Power  Commission,  was  December  14  and  December  15,  1927 ;  and  the  date  on 
which  my  application  was  filed  with  the  commission  was  January  11,  1928,  or 
nearly  a  month  later.  So  that  it  was  impossible  that  my  application  was  con- 
sidered at  that  hearing. 

Question.  State  whether  or  not  you  had  given  your  application,  or  a  copy  of 
your  application  for  a  preliminary  permit,  to  anyone  connected  with  the  Fed- 
eral Power  Commission,  or  with  the  engineers  of  the  Army  prior  to  January  11, 
1928. 

Answer.  I  had  not.  The  papers  in  my  application  were  not  completed  until 
about  January  1,  1928,  and  were  forwarded  to  the  Federal  Power  Commission 
shortly  thereafter.  Prior  to  forwarding  them  to  the  commission,  no  copies  were 
given  out  to  anyone. 

Question.  Then  your  application  was  not  in  existence  at  the  date  when  Major 
Butler  says  he  considered  your  application? 

Answer.  It  was  not. 

Mr.  Forbes.  I  would  like  to  ask  at  this  time  that  the  Federal  Power  Com- 
mission's notice  of  hearing,  and  the  report  of  the  hearing  upon  the  application 
of  the  Rocky  Mountain  Power  Co.,  be  produced  so  that  it  may  go  into  the  record. 

Mr.  Russell.  Now,  identify  the  hearing  that  you  have  relorenc(»  to. 

Mr.  Forbes.  The  only  hearing  that  I  have  reference  to  is  the  hearing  on  the 
application  of  the  Rocky  Mountain  Power  Co.,  held,  presumably  from  this 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3707 

report  by  Major  Butler  and  according  to  this  witness,  held  on  December  15, 
1927. 

The  Witness.  And  December  14. 

Mr.  Forbes.  December  14  and  15,  1927. 

Mr.  Kelly.  Those  dates  are  approximately  correct. 

Mr.  Dixon.  The  Secretary  suggests,  have  you  had  an  opportunity  to  examine 
that  hearing  referred  to  in  Major  Butler's  report? 

Mr.  Forbes.  The  hearing  in  the  Rocky  Mountain  Power  Co.  application? 

Mr.  Dixon.  Yes. 

Mr.  Forbes.  No,  sir ;  on  the  several  visits  I  have  made  to  the  office  of  the 
Federal  Power  Commission  I  have  been  told  that  the  files  and  documents 
having  to  do  with  the  application  of  the  Rocky  Mountain  Power  Co.  were 
confidential  and  not  open  to  my  inspection. 

Mr.  Dixon.  You  have  had  no  opportunity  to  examine  it? 

Mr.  Forbes.  Not  only  no  opportunity,  but  I  have  been  denied  access  to  them. 

Mr.  Dixon.  The  hearing  referred  to  in  Major  Butler's  report? 

Mr.  Forbes.  I'^esterday.  And  yesterday,  even  upon  the  granting  of  my  mo- 
tion for  production  of  documents,  these  files,  the  documents  pertaining  to  the 
application  of  the  Rocky  Mountain  Power  Co.,  were  shown  to  me  and  I  was 
told  that  I  could  not  read  anything  except  what  was  contained  between  the 
papers  interleaved.  In  other  words,  a  representative  of  the  Federal  Power 
Commission  was  sitting  right  close  to  me,  and  I  presumed  I  was  under  obser- 
vation— I  felt  as  though  I  was — but  I  was  told  that  I  could  consider  the  things 
that  were  in  between  these  pages  but  should  not  read  anything  else. 

I  would  like  that  to  go  into  the  record,  because  it  is  not  my  understanding 
that  these  papers  are  so  confidential  that  they  may  not  be  seen  by  parties  in 
interest. 

Mr.  Brown.  In  other  words,  you  were  given  an  opportunity  to  fully  peruse 
what  you  asked  for,  weren't  you? 

Mr.  Forbes,  l^es ;  but  I  was  also  told  that  I  could  not  look  any  further. 

Mr.  Bonnejr.  Mr.  Chairman,  simply  to  get  this  matter  straight  in  the  record, 
I  would  like  to  read  into  the  record  section  6  of  regulation  2  of  the  rules  and 
regulations  of  the  commission. 

Mr.  Dixon.  Very  well. 

Mr.  Bonner  (reading)  : 

"  SEic.  6.  The  names  of  applicants,  general  description  of  projects,  the  in- 
formation required  to  be  shown  in  the  application  forms  (Forms  3,  4a,  4b,  and 
4c),  and  general  project  maps  will  be  available  for  general  public  information. 
Other  information  concerning  applications  will  not  be  made  public  except  upon 
a  showing  satisfactory  to  the  commission  of  the  public  necessity  or  desirability 
therefor,  or  with  the  consent  of  the  applicant.  At  public  hearings  upon  any 
application  the  commission  may  require  the  presentation  of  such  information 
respecting  the  application  as  in  its  judgment  the  proper  conduct  of  the  hearing 
or  the  public  interest  requires." 

Now,  yesterday  Mr.  Forbes  moved  to  have  certain  papers  produced  for  his 
use  in  connection  with  the  hearing,  and  I  think  he  has  been  allowed  full 
opportunity  to  examine  each  one  of  those  documents. 

Mr.  Forbes.  That  is  correct. 

Mr.  BoNl!^ER.  Now,  do  I  understand,  Mr.  Forbes,  that  you  are  moving  to  ask 
that  these  additional  documents  be  made  subject  to  your  inspection? 

Mr.  Forbes.  Yes,  sir ;  so  that  they  may  be  added  to  the  official  record  of  this 
hearing. 

Mr.  Dixon.  There  is  no  objection. 

By  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  state,  if  you  know,  if  the  Anaconda  Copper  Mining 
Co.  manufactures  fertilizer. 

Answer.  Yes ;  they  manufacture  superphosphate  fertilizer  which  they  call 
*•  treble  superphosphate  acidulated  and  ammoniated,"  at  Anaconda,  Mont. 

Question.  State,  if  you  know,  if  the  Anaconda  Copper  Mining  Co.  are  engaged 
in  the  production  of  metals  by  the  electrolytic  method. 

Answer.  Yes ;  they  are  engaged  in  the  production  of  electrolytic  zinc  and 
electrolytic  copper,  and  I  believe  they  also  manufacture  ferromanganese. 

Question.  State  whether  or  not  the  Anaconda  Copper  Mining  Co.  would  be 
in  competition  with  fertilizer  companies  or  metallurgical  companies  that  you 
might  get  interested  in  your  power. 

Answer.  Yes ;  they  would  be  in  competition. 
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Question.  Now,  Mr.  Wlieeler,  have  you  calculated  the  amount  of  money  that 
would  be  due  the  Flathead  Indians  under  your  contract  with  those  Indians 
if  you  are  successful  in  developing  this  project? 

Answer.  Yes,  sir ;  I  have  included  that  in  my  statement  which  I  previously 
read  into  the  record,  but  at  the  time  I  read  that  statement  I  notice  that  the 
figures  set  opposite  "  lease  of  power  sites "  were  incorrect.  I  find  that  the 
stenographer  transposed  the  figures,  and  the  correct  figures  are  in  this  financial 
set-up :  "  Lease  of  power  sites,  $240,750  per  annum."  That  is  the  sum  which  I 
have  estimated  would  be  payable  to  the  Federal  Power  Commission  for  the 
account  of  the  Flathead  Indians  under  my  scheme  of  development  as  here 
set  up. 

Mr.  Dixon.  That  is  for  the  full  development? 

Answer.  Yes,  sir. 

Mr.  Dixon.  Do  you  offer  that? 

Mr.  Forbes.  I  offer  this  in  evidence  as  Wheeler's  Exhibit  No.  19. 

Mr.  Keslly.  Pardon  me,  if  I  might  inquire  now  as  to  what  portion  of  that,. 
or  how  much  do  you  estimate  the  Indians  would  get  from  your  plan  of  develop- 
ment of  unit  No.  1,  site  No.  1? 

Answer.  I  can  give  you  that  roughtly.     Approximately  $118,000. 

By  Mr.  Scattebgood: 

Question.  Mr.  Wheeler,  may  I  ask  how  that  is  calculated?  It  is  entirely  on 
measured  current  delivered  and  sold  at  the  bus  bar,  is  it? 

Question.  And  what  load  factor  is  that  calculation  based  on? 

Answer.  It  is  based  upon  the  load  factor  which  electrochemical  and  electro- 
metallurgical  operations  and  paper-mill  operations  are  known  to  have,  and  I 
have  considered  that  wath  the  secondary  power  w^hich  could  be  sold  from  the 
power  project  at  certain  seasons  of  the  year ;  that  would  be  100  per  cent,  equal 
to  100  per  cent  load  factor. 

Question.  May  I  further  ask  how  should  there  be  disposed  the  difference 
between  your  $15  per  horsepower  and  the  allowed  return  and  the  operating 
expenses  that  you  have  put  in  your  set-up?  There  will  be  some  additional 
moneys  over  the  allowed  return,  betw^een  that  and  the  $15  per  horsepower,, 
would  there  not? 

Answer.  I  don't  understand  your  question. 

Question.  I  will  put  it  in  a  different  way.  Do  you  think  that  the  measure 
of  value  to  the  Indians  might  be  the  difference  between  your  $15  per  horsepower 
and  the  cost  of  your  current,  including  an  allowed  return?  Would  that  not  be 
a  fair  measure  of  the  value  of  the  compensation  to  the  Indians? 

Answer.  If  I  can  see  that  sheet  again  that  I  just  handed  in,  perhaps  I  can 
make  myself  clear  [examining  Wheeler  Exhibit  19]. 

In  this  set-up  I  have  annual  gross  operating  revenue,  $3,210,000,  based  on  full 
development,  and  I  have  annual  charges  and  costs  set  out  against  that  of 
$2,670,070,  including  the  payment  to  the  Indians  of  the  rate  which  I  have  agreed 
to  pay.  That  leaves  annual  net  earnings  for  the  power  company  estimated  at 
$539,250. 

Question.  Of  course,  we  have  not  gone  into  the  figures,  but  what  I  had  in 
mind  was.  Suppose  that  result,  together  with  the  6  per  cent  on  your  money,^ 
was  more  than  the  allowed  return  under  the  current  practice  in  the  State  of 
Montana,  would  that  enable  you  to  pay  something  more  than  the  figure  you 
have  already  mentioned,  to  the  Indians? 

Answer.  Well,  if  the  gross  earnings  were  larger,  in  other  words,  if  more 
power  was  sold  than  I  have  estimated  here,  the  return  to  the  Indians  would 
be  increased  by  just  that  additional  amount  of  power ;  and,  as  w^e  figgure  it,  if 
complete  control  of  the  project  can  be  secured  at  a  later  time,  the  full  develop- 
ment there  will  run  well  over  300,000  horsepower,  possibly  350,000  horsepower. 
and  in  that  case  the  Indians  would  be  receiving  a  return  on  that  amount  of 
development  instead  of  214,000  hoi*sepower. 

Question.  The  purport  of  my  question  was  not  directed  to  the  total  amount 
of  horsepower  to  be  developed  but  to  the  j:ate  of  $1.50  per  kilowatt  capacity 
developed;  that  you  have  quoted  to  them.  Now,  if  these  figures  work  out  to 
show,  from  your  price  of  $15  per  horsepower,  more  than  an  allowed  return, 
would  you  be  willing  to  raise  your  figure,  the  figure  that  you  have  offered  to 
the  Indians,  to  give  them  the  difference?  In  other  words,  after  providing  an 
allowed  n^turn  on  your  entire  investment — and.  of  course,  operating  expenses — 
there  should  be  a  margin  between  that  and  your  $15  per  horsepower — what  I 
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want  to  know  is  whether  you  would  be  willing  to  consider  that  that  wholly 
belongs  to  the  Indians  as  rental  for  the  site  ? 

Answer.  You  mean,  that  all  the  net  earnings  of  the  power  company  should 
go  to  the  Indians? 

Question.  Above  an  allowed  return. 

Answer.  What  would  that  allowed  return  be? 

Question.  The  current  practice  of  the  Montana  commission — the  Montana 
Railway  and  Utility  Commission. 

Answer.  Can  you  tell  me  what  that  practice  is? 

Question.  My  impression  is  that  it  usually  runs  7  per  cent. 

Mr.  Bonner.  Possibly  one  and  one-half  times  bond  interest. 

The  Witness.  Net  return?  ^ 

Mr.  Bonner.  Yes. 

By  Mr.  Scattergood  : 

Question.  Of  course,  to  be  added  to  the  7  per  cent  return  should  be  whatever 
is  a  proper  charge  to  sinking  fund  and  depreciation,  and  you  have  got  that  at 
3  per  cent,  so  it  would  make  9  per  cent,  which  is  about  the  usual  practice. 

Answer.  Well,  if  the  net  return  which  you  are  talking  about  is  7  per  cent 
on  the  investment  above  the  charges  which  I  have  set  out  here,  that  would  be 
very  much  larger  than  the  net  return  which  I  have  incfuded  in  my  financial 
set-up. 

Question.  ¥our  figures  would  include  the  amounts  for  allowed  return,  of 
course,  as  you  have  got  them.  Would  you  be  willing,  in  other  words,  to  con- 
sider that  the  Indians  might  have  something  more  than  the  $1,121^  per  horse- 
power, if  the  earnings  warranted  it,  as  between  the  price  you  have  quoted  and 
the  allowed  return  which  is  usually  allowed  by  commissions  on  power  projects? 

Answer.  Well,  do  you  mean  by  that  would  I  be  willing  to  enter  into  an  agree- 
ment with  the  Indians  on  a  sort  of  partnership  basis  whereby  they  would  get 
a  percentage  of  the  increase  in  earnings? 

Question.  No ;  I  did  not  mean  to  make  a  new  agreement. 

Mr.  Forbes.  Mr.  Scattergood,  I  think  the  witness  is  a  little  confused  on  that 
point.    May  I  ask  a  couple  of  questions  to  develop  it? 

By  Mr.  Forbes: 

Question.  Suppose,  Mr.  Wheeler,  the  laws  of  Montana  placed  a  limit  on  the 
amount  of  return  you  can  have  for  your  corporation 

Mr.  Scattergood  (interposing).  May  I  correct  that  to  "practice  of  the  com- 
mission "?    It  would  not  be  covered  by  the  law. 

By  Mr.  Forbes: 

Question.  Suppose  that  under  the  decisions  of  the  commission  you  could  not 
make  over  a  certain  amount  of  money  upon  that  investment,  but  in  fact  your 
rates  approved  by  the  commission  would  bring  to  your  treasury  a  greater 
amount.  Now%  I  think  Mr.  Scattergood  wants  to  know  if,  in  view  of  the  fact 
that  your  corporation  could  not  receive  that  extra  earnings  for  its  own  benefit, 
would  you  be  willing  to  turn  that  over  to  the  Indians? 

Answer.  Well,  without  knowing  more  about  the  details,  I  would  not  like  to 
answer  that  question  positively;  but,  of  course,  if  it  was  held  that  the  cor- 
poration was  not  entitled  to  those  net  earnings  they  would  not  get  them  and 
somebody  else  to  get  them. 

Question.  And,  so  far  as  you  are  concerned,  you  would  be  willing  to  have  the 
Indians  take  it  ? 

Answer.  If  the  corporation  could  not  have  them,  I  don't  see  why  I  should  not. 

By  Mr.  Brown  : 

Question.  Are  your  figures  based  on  the  50-year  period,  Mr.  Wheeler? 

Answer.  You  mean  my  sinking  fund? 

Question.  Yes.    Are  your  computations  based  on  that? 

Answer.  My  figures  would  amortize  the  investment  in  50  years. 

Question.  You  know  that  the  law  provides  for  a  realignment  of  the  income 
to  the  Indians  at  the  end  of  the  20-year  period? 

Answer,  The  end  of  what? 

Question.  The  end  of  a  20-year  period. 

Answer.  My  understanding  is  that  it  would  be  at  the  end  of  the  50-year 
period. 
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Question.  I  think  the  law  provides  20  years. 
Mr.  SoATTERGOOD.  That  applies  to  all  rates. 

By  Mr.  Brown  : 

Question.  Now,  you  referred  to  a  meeting  at  Poison,  I  believe,  on  December 
14  and  15,  1927? 

Answer.  Well,  the  notice,  as  I  recall  seeing  it,  said  that  there  would  be  a 
meeting  at  Poison  on  the  14th  of  December  and  another  meeting  at  Kalispell 
on  the  15th  of  December,  1927. 

Question.  Did  you  receive  a  copy  of  that  notice? 

Answer.  Yes.  * 

Question.  Were  you  present? 

Answer.  I  was  not.  I  wrote  the  commission  that  my  application  was  not 
filed  and  that  I  could  not  file  it  by  that  date,  and  I  asked  them  to  postpone  the 
hearing  until  after  my  application  was  filed,  which  they  refused  to  do. 

Question.  Did  you  write  a  letter  on  September  3,  1927,  to  the  Federal  Power 
Commission  stating  that  you  were  going  to  file  an  application  for  a  permit? 

Answer.  I  did. 

Question.  Did  you  ask  in  that  letter  that  the  meeting  be  deferred  until  after 
you  had  had  an  oppo^-tunity  to  file  your  application? 

Answer.  I  don't  remember.    I  would  have  to  see  the  letter. 

Question.  I  refer  you  to  the  record,  which  shows  a  letter  of  September  3, 
1927,  and  ask  if  there  is  anything  in  that  letter  indicating  that  you  wished 
the  meeting,  notice  of  which  you  had  received,  postponed  until  a  future  date. 
(Handing  a  paper  to  the  witness.) 

Answer.  I  didn't  have  those  notices  at  the  time  I  wrote  this  letter.  I  didn't 
know  anything  about  this  hearing. 

Question.  When  did  you  get  the  notice,  do  you  know? 

Answer.  Not  more  than  30  days  before  the  hearing. 

Question.  And  you  didn't  have  the  notice  when  you  wrote  that  letter? 

Answer.  No. 

Question.  But  you  state  in  the  letter  that  you  expect  to  file  an  application, 
do  j^ou  not? 

Answer.  Well,  perhaps  I  had  better  read  the  letter. 

Question.  All  right. 

Answer   ( reading : ) 

"  Washington,  D.  C,  SeptemJyer  3,  1927. 
"The  Federal  Power  Commission, 

Washington,  D.  C. 

•'  Gentlemen  :  This  letter  is  intended  as  a  notice  to  you  that  the  undersigned, 
for  himself  and  associates,  is  now  making  an  investigation  of  the  possibilites 
for  power  development  on  what  is  generally  known  as  the  Flathead  project, 
in  Montana,  including  Flathead  Lake  and  its  tributary  streams,  and  the  Flat- 
head River  below  Flathead  Lake.  It  is  my  intention  to  apply  for  a  preliminary 
permit  if  I  feel  warranted  in  doing  so  after  my  said  investigation  is  completed. 
This  investigation  will  probably  require  about  three  months.  In  the  meantime  I 
request  that  no  action  be  taken  on  any  other  request  for  preliminary  permit  or 
license. 

"Kindly  send  me  as  soon  as  possible  all  possible  data  pertaining  to  this 
project,  to  help  me  to  get  all  the  facts.  As  I  understand  that  a  preliminary 
permit  will  not  be  granted  without  the  approval  of  the  Flathead  tribal  council, 
a  copy  of  this  letter  is  being  mailed  to  them." 

That  is  signed  "  Walter  H.  Wheeler." 

Question.  That  letter  is  dated  September  3,  1927? 

Answer.  That  is  right. 

Question.  You  stated  that  you  were  not  at  the  meetings  on  December  14  and 
15,  1927.    Were  you  represented  at  those  meetings? 

Answer.  No,  sir. 

Question.  That  letter  which  you  have  just  read  was  made  a  part  of  the  record 
of  the  hearing  on  December  14  and  15? 

Answer.  I  don't  know.    I  was  not  there. 

Mr.  Dixon.  He  is  stating  as  a  fact  that  it  was. 

It  has  been  suggested  that  we  are  proceeding  rather  informally.  I  think  we 
should  proceed  In  an  orderly  way  and  get  definite  results  and  that  this  running 
fire  of  cross-examination  should  wait  until  the  witness  has  testified,  and  then 
let  everybody  cross-examine.    I  think  that  would  be  a  better  plan  of  procedure. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3711 

Mr.  Forbes.  If  the  chairman  please,  I  did  not  want  to  interpose  and  make 
objections,  but  I  was  going  to  say  that  I  think  we  would  make  better  time  and 
make  a  more  orderly  record  if  we  follow  the  usual  procedure. 

Mr.  Dixon.  Let  the  witness  close  his  testimony  and  then  let  the  various  repre- 
sentatives cross-examine. 

Mr.  Forbes.  But  inasmuch  as  Colonel  Brown  has  made  a  statement  of  fact 
in  the  record,  to  the  effect  that  Mr.  Wheeler's  letter  was  presented  and  con- 
sidered at  the  hearings  upon  the  application  of  the  Rocky  Mountain  Power  Co. 
for  a  preliminary  permit,  I  would  like  to  know  whether  Major  Butler's  state- 
ment contained  in  his  report  of  March  17,  1928,  that  the  Wheeler  application 
was  presented  at  these  hearings  is  a  correct  statement? 

Mr,  Bonner.  Have  you  that  transcript?  That  is  a  public  record  and  always 
has  been. 

Mr.  Forbes.  I  am  jusc  asking;  Major  Brown  made  the  statement  of  fact  in 
the  record  that  Mr.  Wheeler's  letter  to  the  commission  stating  that  he  probably 
would  file  an  application  for  permit  was  before  the  hearing  on  December  14  and 
15,  1927.    Now,  I  am  asking  if  Major  Butler's  statement  in  his  report  is  correct. 

Mr.  Brown.  I  am  not  on  the  witness  stand,  Mr.  Forbes. 

Mr.  Forbes.  That  Mr.  Wheeler's  application  was  presented  at  that  hearing. 

Mr.  Brown.  I  assume  that  he  must  have  been  in  error,  in  that  he  understood 
the  application  would  be  presented. 

Mr.  Bonner.  You  have  asked  for  the  opportunity,  have  you  not,  Mr.  Forbes, 
to  examine  this  record.    Wasn't  that  part  of  your  motion? 

Mr.  Forbes.  Yes ;  but  that  has  nothing  to  do  with  this.  I  assume  that  as 
Colonel  Brown  interjected  into  the  record  at  this  time  the  statement  of  fact 
that  Mr.  Wheeler's  letter  was  considered,  or  was  before  the  hearing ;  now,  I 
want  to  know  whether  or  not  it  is  true  that  Mr.  Wheeler's  application  was 
considered  at  that  hearing  on  December  15,  1927? 

Secretary  Wilbur.  We  will  look  up  the  record  and  report  on  that  later. 

Mr.  Forbes.  You  understand  it  to  be  a  fact,  though,  that  Mr.  Wheeler's  appli- 
cation was  not  in  existence  on  December  14  or  15,  1927,  do  you  not? 

Mr.  Brown.  The  record  that  you  have  introduced  shows  the  date  when  Mr. 
Wheeler's  application  was  filed  with  the  commission. 

Mr.  Forbes.  So  that  you  know  that  Mr.  Wheeler's  application  was  not  in  ex- 
istence at  the  time  when  Major  Butler  stated  it  was  considered?  Isn't  that  a 
fact? 

Mr.  Brown.  I  am  not  on  the  witness  stand,  Mr.  Forbes.  The  record  will  show 
what  exists. 

Mr.  Forbes.  Mr.  Chairman,  I  insist  that  when  the  gentleman  made  a  state- 
ment of  fact  in  the  record,  he  became  a  witness  subject  to  cross-examination. 

Mr.  Brown.  Oh,  no ;  I  did  not. 

Mr.  Forbes.  It  is  irregular  to  cross-examine  my  witness  at  this  time,  but  I 
did  not  object.     I  do  think  that  I  am  entitled  to  an  answer  to  that  questiom 

Secretary  Wilbur.  He  said  he  would  look  up  the  record  and  see  what  it  is. 
We  will  look  up  the  record  so  that  we  can  report  later. 

By  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  you  just  stated  before  the  interruption 

Mr.  Kelly  (interposing).  Mr.  Chairman,  before  this  is  resumed,  if  the  inter- 
ruption may  be  pardoned — I  am  afraid  I  will  forget  it  at  adjournment — we 
were  promised  this  morning  copies  of  the  several  exhibits  that  have  gone  into 
the  record  here,  presented  by  the  other  side,  and  it  is  going  to  be  impossible  to 
facilitate  this  proceeding  unless  we  have  an  opportunity  to  see  those  things. 
They  have  gone  in  without  having  been  read  into  the  record,  and  a  large  part 
of  them  we  do  not  know  what  they  are,  and  we  will  ask  at  adjournment  that 
we  be  furnished  with  copies  of  the  exhibits  which  have  been  put  in  in  connec- 
tion with  the  examination  of  this  witness. 

Mr.  Forbes.  We  have  copies  of  most  of  them  for  you  now. 

Question.  Mr.  Wheeler,  before  the  interruption  you  had  stated  the  amount  of 
money  that  you  calculated  would  be  derived  by  the  Indians  if  your  plan  is 
carried  out.  Will  you  state,  if  you  know,  the  amount  of  money  received  by  the 
Indians  in  return  for  water-power  development  under  the  terms  of  the  Federal 
Power  Commission  act? 

Answer.  Well,  the  annual  report  of  the  Federal  Power  Commission  for  1928, 
page  217,  shows  a  total  proceeds  of  licenses  under  the  Federal  water  power  act, 
from  Indian  reservations  of  $2,418.18  for  the  year  ending  December  31,  1927. 
It  also  shows  a  total  amount  received  from  all  licenses  as  $307,040.30. 
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Question.  And  the  total  amount  received  by  Indians  is  how  much? 

Answer.  $2,418.18. 

Question.  From  all  water  power  developed  under  the  terms  of  the  act? 

Answer.  That  is  as  I  understand  the  report. 

Mr.  Forbes.  The  witness  has  just  referred  to  pages  216  and  217  of  the  eighth 
annual  report  of  the  Federal  Water  Power  Commission,  dated  1928,  and  I  ask 
that  it  be  made  a  part  of  the  official  record  by  reference. 

Mr.  Russell.  Is  that  a  Government  document? 

Mr.  Forbes.  Yes. 

That's  all.     You  may  cross-examine. 

Mr.  Russell.  Before  you  begin,  there  is  one  question  that  I  would  like  to 
ask. 

By  Mr.  Russeix  : 

Question.  Mr.  Secretary  Wilbur  asked  about  the  construction  period,  when 
you  would  have  this  completed.  There  was  some  confusion  in  the  minds  of 
different  ones  here  during  the  recess  as  to  whether  or  not  you  meant  by  that, 
Mr.  Wheeler,  that  the  3-year  period  would  extend  from  the  commencement  of 
your  construction  or  begin  with  the  time  of  commencement  of  your  preliminary 
survey. 

Answer.  It  will  be  from  the  time  of  commencement  of  construction,  I  esti- 
mate. 

Question.  Then,  may  I  ask  what  period  of  time  you  consider  necessary  for 
the  preliminary  survey? 

Answer.  I  am  applying  for  a  3-year  permit,  preliminary  permit,  but  it  is 
our  plan  to  begin  work  immediately  and  proceed  to  construction  just  as  soon 
as  we  can  get  ready. 

Question.  Well,  would  you  care  to  give  us  now  your  opinion  as  to  how  long 
it  would  take  you  to  perform  the  preliminary  work  before  you  could  make 
application  for  license? 

Answer.  Well,  without  preliminary  studies  we  have  already  done,  I  would 
say,  considerable  preliminary  work,  and  I  would  say  that  the  completion  of 
the  preliminary  work  would  be  a  matter  of  a  comparatively  few  months. 

Question.  At  which  time  you  would  then  begin  actual  construction? 

Answer.  Well,  it  is  our  plan  to  begin  construction 

Question.  As  soon  as  license  is  issued? 

AjQswer.  It  is  our  plan  to  begin  construction  as  soon  as  license  is  issued. 

Question.  And  your  period  of  construction  estimated,  then,  is  three  years 
for  actual  construction? 

Answer.  Yes,  sir. 

Question.  So  that  that  three  years  would  be  beyond  the  period  of  your 
preliminary  survey,  in  answer  to  the  question  of  Mr.  Secretary  Wilbur  this 
moi"ning;  is  that  correct? 

Answer.  After  the  license  was  issued. 

Secretary  Wilbur.  That  is  project  No.  1? 

Answer.  Yes,  sir. 

Mr.  RussEix.  That's  all. 

By  Secretary  Wdlbub: 

Question.  May  I  ask  whether  you  have  information  as  to  the  exact  status  of 
the  Muscle  Shoals  project,  in  so  far  as  offering  power  there  to  fertilizer  com- 
panies is  concerned?  Is  there  any  place  where  power  is  being  used  in  this 
country  for  fertilizer  production  at  the  present  time? 

Answer.  For  fertilizer  production? 

Question.  Yes 

Answer.  Yes,  sir.  The  Mathieson  Alkali  Co.  is  making  nitrogen  at  Niagara 
Falls  right  now. 

Question.  For  fertilizer  purposes? 

Answer.  So  I  understand. 

Question.  Well,  I  have  been  informed,  I  don't  know  whether  it  is  correct  or 
not,  that  the  power  was  offered  almost  for  nothing  to  anybody  who  would 
build  a  fertilizer  plant  at  Muscle  Shoals. 

Answer.  I  can  not  tell  you  anything  about  that,  Mr.  Secretary,  except  what 
is  in  that  report  which  we  have  referred  to  here,  and  there  it  suggests  that 
the  power  be  offered  at  $20  per  horsepower-year. 

Question.  $20? 

Answer.  Yes,  sir. 
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Question.  I  wanted  to  ask  the  question  because,  in  building  up  your  story 
as  I  understood  it,  there  was  the  demand  for  cheap  power  to  make  fertilizer. 

Answer  Yes,  sir;  I  have  found  a  very  active  demand  among  the  fertilizer 
and  electrochemical  companies  that  I  have  taken  this  matter  up  wnth.  They 
have  taken  hold  of  this  thing  with  great  alacrity  and  have  shown  a  very  keen 
interest  in  the  matter. 

Question.  I  gathered  the  impression  from  some  of  your  evidence  that  the 
fertilizer  produced  now  is  largely  by  various  synthetic  processes. 

Answer.  Practically  all  of  the  phosphate  fertilizer  that  is  now  being  produced 
is  being  produced  by  the  so-called  acid  process.  Phosphoric  acid  is  being 
produced  at  Anniston,  Ala.,  by  the  Federal  Phosphorus  Co.  by  the  electric 
process  very  successfully.  Just  how  much  of  that  is  being  used  for  fertilizer 
purposes  I  do  not  know,  but  phosphoric  acid  is  essential  to  use  in  the  manu- 
facture of  phosphate  fertilizers  by  the  electric  process. 

Question.  Have  you  any  options  or  control  over  any  of  these  phosphate  beds 
of  which  you  have  made  mention? 

Answer.  I  have  not.  What  these  companies  that  are  considering  this  mat- 
ter have,  I  do  not  know,  but  inasmuch  as  there  are  2,300,000  acres  of  public 
land  there,  according  to  the  United  States  Geological  Survey  reports,  and  five 
and  a  half  billion  tons  of  available  phosphate  rock,  I  can  not  see  how  it  would 
be  difficult  to  secure  the  phosphate  rock,  even  though  they  did  not  have  the 
options,  because  there  is  enough  phosphate  rock  to  last  the-  United  States  for 
a  thousand  years. 

Question.  Do  you  know  any  place  where  there  is  available  in  the  United 
States  power  at  the  rate  you  propose,  $15? 

Answer.  I  do  not ;  no,  sir. 

Question.  You  rather  assume,  then,  that  this  will  be  the  cheapest  power  in 
the  United  States,  if  developed  under  the  permit  that  you  describe? 

Answer.  As  far  as  I  know ;  yes,  sir.  Prime  continuous  horse  power,  we  are 
talking  about. 

By  Mr.  Dixon  : 

Question.  What  does  Niagara  power  sell  for? 

Answer.  My  understanding  is  that  the  old  contracts  at  Niagara  are  based 
on  half  a  cent  a  kilowatt-hour,  and  that  the  new  contracts  are  being  raised  to 
7  mills  per  kilowatt-hour. 

Question.  Reduce  that  half  a  cent  per  kilowatt-hour  to  horsepower,  I  have 
to  think  in  another  yardstick. 

Answer.  I  would  like  to  say  that  I  ha^  not  inquired  of  the  power  company 
at  Niagara  what  they  are  selling  that  power  for,  but  that  is  my  understanding. 

Five  mills  is  equal  to  approximately  $33.50  per  horsepower-year. 

Question.  What  is  the  Federal  Government  selling  Muscle  Shoals  power  to 
the  Alabama  Power  Co.  at  this  time  per  horsepower. 

Answer,  I  do  not  know. 

Mr,  RussEHLL,  There  is  one  correction,  Mr.  Secretary,  that  I  might  make  in 
the  statement  as  to  the  Niagara  Falls  Power  Co.  now  charging  7  mills  on  the 
new  contract.  I  think  that  is  an  error.  From  a  recent  investigation  of  that 
situation,  the  old  hydroelectric  power  is  on  the  basis  of  the  half  cent,  5  mills ; 
the  new  steam  generating  plant  is  making  contracts  for  7  mills,  and  that  is 
possibly  where  the  confusion  arises.  But  the  old  hydroelectric-power  contracts 
were  half  a  cent,  and  I  understand  that  rate  is  still  in  force  and  effect.  But 
from  the  steam  plants  that  they  are  building,  auxiliary  plants,  and  have  built, 
that  power  is  sold  on  the  basis  of  7  mills. 

By  Mr.  Dixon  : 

Question.  Mr.  Bonner  says  to  me  he  understood  the  Muscle  Shoals  power 
was  being  sold  to  the  Alabama  Power  Co.  at  $20  per  year  horsepower.  That 
is  the  reason  I  asked  you. 

Answer.  That  is  the  figure  that  is  recommended  in  the  report. 

Question.  It  is  $12  per  horsepower. 

Answer.  Is  that  for  prime  continuous  power,  24  hours,  365  days  a  year? 

By  Secretary  Wilbur: 
Question.  Have  you  any  reason  to  believe  that  you  could  put  certain  econo- 
mies into  this  whole  project  that  would  not  be  possible  for  the  Rocky  Mountain 
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Power  Co.,  and  therefore  you  can  get  this  power  developed  and  sell  it  at  a 
cheaper  rate  than  they  could  if  they  wanted  to? 

Answer.  Well,  my  work  for  the  entire  period  that  I  have  been  in  engineering, 
which  is  20  years  or  more,  has  practically  all  come  to  me  because  I  have  been 
able  to  accomplish  the  results  for  less  than  anybody  else  could  do  it  in  open 
competition.  I  think  in  this  case  that  the  answer  to  that  would  be  that  the 
Rocky  Mountain  Power  Co.  could  not  sell  power  as  cheap  without  disturbing 
the  rate  structure  of  the  Montana  Power  Co.,  of  which  they  are  an  essential 
part,  as  I  understand  it,  and  of  course  we  would  exi)ect  to  file  our  rates  with 
the  Public  Service  Commission  of  Montana,  and  I  think  it  would  be  a  very 
unusual  procedure  if  the  public  utilities  or  public  service  commission  should 
insist  that  we  raise  our  rate.  I  do  not  know  of  any  case  where  that  has  been 
done.  They  already  have  their  rates  filed,  as  I  understand  it,  and  would  be 
tied  to  those  rates. 

Mr.  Forbes.  Mr.  Secretary,  may  I  ask  a  question  right  there? 

Question.  Have  you  ever  heard  of  a  public-utility  company  developing  un- 
usually cheap  power  after  having  erected  a  relatively  high  rate  structure, 
filing  very  low  schedules  with  the  power  commission  and  asking  that  they  be 
put  into  effect? 

Answer.  No;  I  never  have. 

By  Mr.  Russell: 

Question.  Do  you  contemplate  dealing  with  any  holding  companies  or  man- 
agement corporations  to  which  you  will  pay  them  fees  for  management, 
holding? 

Answer.  That  is  not  in  my  scheme ;  no,  sir. 

Question.  It  is  your  proposition,  then,  to  deal  in  this  direct  with  the  users 
of  the  commodity? 

Answer.  Direct  with  the  users  of  the  power. 

Question.  That  is  what  I  meant.  And  there  is  nothing  in  your  scheme  or 
build-up  under  which  some  holding  company  or  these  management  corporations 
will  have  anything  to  say? 

Answer.  No,  sir. 

By  Mr.  Dunlap: 

Question.  Mr.  Wheeler,  do  you  know  of  any  other  companies  in  Montana 
or  the  Northwest,  except  the  Anaconda,  that  manufactures  fertilizer  at  the 
present  time? 

Answer.  In  Montana?  t 

Question.  In  Montana  or  in  that  section  of  the  country? 

Answer.  I  think  the  Cooper  Chemical  Co.  recently  established  a  plant  at 
Tacoma,  Wash.,  an  electrochemical  plant.  But  I  am  not  thoroughly  familiar 
with  what  they  are  manufacturing. 

Question.  If  you  were  granted  a  permit  and  a  plant  was  set  up,  you  would 
be  a  competitor  of  the  Anaconda  in  the  manufacture  of  fertilizer? 

Answer.  Yes,  sir. 

Question.  Do  you  figure  that  you  could  manufacture  and  sell  to  the  farmer 
fertilizer  cheaper  than  Anaconda  or  any  other  company  that  might  be  located 
in  that  country? 

Answer.  Anaconda  is  manufacturing  their  fertilizers  by  the  acid  process, 
which  produces  a  fertilizer  that  has  a  large  amount  of  waste  in  it.  The  electric 
process  produces,  as  I  mentioned  yesterday,  high-analysis  fertilizers,  which 
require  less  weight  to  furnish  the  same  plant  food;  therefore  it  permits  much 
wider  distribution  of  the  product  than  is  permitted  to  the  Anaconda  Copper  Co. 
with  their  product,  and  yet,  as  I  understand  it,  they  are  reaching  down  into 
Ohio  and  as  far  east  as  Ohio  with  their  product  at  the  present  time.  Now, 
according  to  the  information  that  I  have,  they  are  not  making  either  a  com- 
plete mixed  fertilizer,  such  as  could  be  produced  by  such  a  plant.  However,  I 
wish  to  state  that  the  companies,  the  fertilizer  companies  and  electrochemical 
companies,  who  are  considering  this  matter  with  me,  have  gone  into  that  ques- 
tion thoroughly,  and  they  have  investigated  that  side  of  it.  They  are  customers 
for  the  power  to  me.  I  have  simply  investigated  the  fertilizer  business  in  the 
first  instance  to  find  out  what  uses  could  be  made  of  the  power,  and  finding 
that  out,  have  then  gone  to  the  fertilizer  companies  and  presented  the  power 
proposition,  and  they  have  made  their  own  investigations  as  to  what  can  be 
done  with  that  power  and  the  raw  materials  in  the  territory. 
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Question.  Do  you  know  what  per  cent  of  phosphorus  is  available  in  the  super- 
phosphate now  being  made  by  the  Anaconda  Co.? 

Answer.  Around  44  or  45  per  cent. 

Question.  By  the  sulphuric-acid  phosphate  method? 

Answer.  Yes,  sir. 

Question.  I  never  heard  of  it  that  high. 

Answer.  That  is  the  only  information  that  I  have  on  that,  sir;  the  infor- 
mation which  is  furnished  by  the  Anaconda  Copper  Co.  themselves.  It  is  called 
44  or  45  per  cent  phosphate. 

Question.  How  much  of  available  phosphorus  would  you  obtain  through  the 
process  that  you  have  in  mind? 

Answer.  Well,  the  available  plant  food  in  the  high-analysis  fertilizers,  accord- 
ing to  the  information  that  I  have,  runs  as  high  as  70  and  80  per  cent.  Of 
course,  the  process,  the  electric  process,  in  the  first  instance  produces  phosphoric 
acid,  which  is  practically  a  pure  phosphoric  acid,  and  phosphoric  acid  is  the 
plant  food  which  is  contained  in  superphosphate. 

Secretary  Wilbur.  Does  anyone  else  here  have  anything  to  ask  the  witness? 

By  Mr.  Ely: 

Question,  In  referring  to  the  contract  with  the  Indians  I  believe  you  promised 
a  $1.50  rate  per  kilowatt  of  installed  horsepower,  installed  power  capacity? 

Answer.  No,  sir ;  it  is  $1.50  per  kilowatt  per  annum,  based  upon  an  annual 
average  consumption. 

Question.  And  would  you  be  willing  to  make  a  contract  with  the  Indians 
providing  for  a  minimum  payment? 

Answer.  A  minimum  payment  of  how  much? 

Secretary  Wilbur.  Regardless  of  use. 

Mr.  Ely.  Regardless  of  whether  power  is  used  or  not. 

Answer.  Well,  how  much? 

By  Mr.  Ely  : 

Question.  That  is  what  I  am  going  to  ask  you  next. 

Answer.  I  would  like  to  have  you  ask  me  that  first.     [Laughter.] 

Question.  I  wanted  to  get  your  answer  first.  Your  offer  contemplates  paying 
for  this  i)0wer  as  fast  as  the  market  develops.  That  is  an  uncertain  factor. 
I  want  to  know  whether  you  are  willing  to  make  a  lump-sum  guarantee  from 
the  start,  regardless  of  whether  the  market  develops  as  you  think  it  will  or  not. 

Answer.  The  power  development  which  I  contemplate  would  not  be  made 
until  the  market  was  assured ;  consequently  the  payment  to  the  Indians  would 
become  available  at  once  when  the  power  development  is  made. 

Question.  Under  your  plan,  then,  the  revenue  to  the  Indians,  if  you  complete 
your  proposition 

Answer.  Is  based  upon  development. 

Question  (continuing).  Starts  when  your  market  begins,  and  progresses  at  a 
rate  in  accordance  with  your  market? 

Answer.  It  is  based  upon  the  annual  use  of  power. 

Question.  And  there  is  no  certain  assurance  to  the  Indians  of  any  sum  at  all 
from  the  beginning? 

Answer.  I  haven't  made  any  such  offer. 

Question.  What  return  on  your  investment  do  you  calculate  from  the  sale 
price  of  $15  a  horsepower  a  year? 

Answer.  Well,  are  you  speaking  now  of  net  return  over  all  costs,  or  gross 
return,  or  what? 

Question.  I  am  speaking  of  net  return. 

Answer.  According  to  these  figures,  it  would  be  3  per  cent. 

Question.  Before  you  arrive  at  the  net  return  have  you  made  any  deductions 
or  provisions  for  sale  of  15,000  horsepower  to  irrigation  districts  at  a  low  rate? 

Answer.  No,  sir. 

Question.  That  is  not  included  in  your  picture  at  all? 

Answer.  Well,  as  before  stated,  I  have  not  gone  into  that  matter,  because  I 
felt  that  was  something  for  the  commission  to  settle,  and  I  had  no  information — 
reliable  information — upon  which  I  could  deal  with  the  question. 

Question.  What  do  you  figure  your  installation  cost  will  be  per  kilowatt 
capacity? 

Answer.  Installation  costs  per  kilowatt?     You  mean  per  kilowatt  of  installed? 
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Question.  Of  installed  caimcity  for  the  first  step,  and  then  we  will  take  it  for 
the  next. 

Answer.  We  have  planned  upon  an  installed  capacity  at  site  No.  1  of  150,000 
horsepower,  but  the  continuous  prime  power  that  we  estimate  for  that  site  is 
105,000  horsepower.  The  purpose  of  that  is  to  have  a  spare  unit  available  in 
case  of  a  breakdown  and  to  use  during  the  period  when  the  water  is  high  and 
secondary  power  can  be  sold. 

Question.  And,  referring  to  your  first  site,  what  does  that  amount  to  as  cost 
per  kilowatt  of  installed  capacity? 

Answer.  About  $87,  as  I  figure  it  here,  roughly. 

Question.  That  is  a  very  low  cost,  is  it  not? 

Answer.  Yes. 

Mr.  SCATTEBGOOD.  Is  that  per  horsepower  or  kilowatt? 

Answer.  That  is  kilowatt  of  installed  capacity. 

By  Mr.  Elt: 

Question.  What  makes  that  very  low  cost  possible?  Is  it  the  natural  advan- 
tage of  the  power  site? 

Answer.  Well,  the  natural  advantages  of  the  power  site  are  what  determine 
the  cost;  yes,  sir. 

Question.  That  indicates  a  high  natural  value  for  that  power  site,  does  it  not? 

Answer.  Well,  if  you  could  dispose  of  the  power  at  a  high  price  I  would 
say  yes,  but  in  order  to  dispose  of  this  power  for  manufacturing  purposes  and 
for  industrial  purposes  it  must  be  sold  for  a  very  low  rate,  and  in  my  opinion 
it  can  not  be  sold  for  those  purposes  at  higher  than  $15  per  horsepower-year. 

Question.  Well,  assuming  that  there  is  a  market  for  all  the  power  that  can 
be  developed  there,  as  contended  by  the  other  applicant,  the  installation  rate 
that  you  have  just  quoted  indicates  high  natural  value  for  the  site,  does  it  not, 
regardless  of  whom  you  sell  your  power  to,  if  you  can  sell  it  all  at  commercial 
rates? 

Answer.  Of  course,  if  you  are  going  to  sell  it  all  at  the  ordinary  commercial 
rates  on  the  basis  of  the  data  which  the  Rocky  Mountain  Power  Co.  has  sub- 
mitted in  this  report,  and  increase  the  load  5  per  cent  a  year,  it  would  take  20 
years  to  dispose  of  all  the  power ;  consequently  it  would  be  a  long  time  before 
you  would  realize  that  return.  Our  proposition  is  to  install  or  to  sell  this  power 
at  a  low  rate  for  manufacturing  purposes,  and  make  possible  immediate  or  very 
immediate  total  development. 

Question.  Let  us  get  back  to  my  original  question.  Assuming  that,  as  con- 
tended by  the  Rocky  Mountain  Power  Co.,  there  is  a  market  for  all  this  power, 
and  that  it  will  all  be  absorbed  by  1932,  by  the  combined  system  of  the  two 
companies,  and  by  1939  by  the  combined  system  of  the  Montana  Power  Co.,  the 
low  installation  cost  you  referred  to,  $87,  indicates  high  natural  value  for  that 
site,  does  it  not?  There  is  no  other  answer  to  that  question,  is  there,  in  com- 
parison with  other  power  sites  throughout  the  country  which  require  higher 
installation  costs? 

Answer.  I  think  that  would  be  true. 

Question.  What  rate  per  kilowatt-hour  does  your  figure,  $15  a  horsepower- 
year,  come  down  to?    Just  roughly,  so  I  can  have  something  to  work  from. 

Answer.  Per  kilowatt-hour,  you  ask? 

Question.  Yes. 

An.swer.  Approximately  2.2  mills. 

Question.  Figuring  on  selling  power  at  that  rate,  having  in  mind  the  natural 
advantages  of  this  site,  which  enable  the  low  installation  cost,  what  do  you 
think  the  natural  value  of  that  power  site  at  sale  would  be? 

Answer.  The  sale  value  of  the  power  site?    You  mean  the  raw  power  site? 

Question.  Yes ;  to  sell  It  as  land  with  all  the  rights  that  go  with  it. 

Answer.  The  power  site  without  a  market  is  not  worth  anything. 

Question.  I  have  already  premised  my  question  on  the  data  you  have  given 
me  as  to  what  you  would  sell  your  power  for  and  what  the  installation  costs 
would  be. 

Answer.  Well,  I  don't  believe  I  understood  your  question. 

Secretary  Wiijiub.  If  you  were  going  out  to  buy  that  power  site  as  it  stands 
now,  with  all  of  the  advantages,  what  would  you  pay  for  it? 

Answer.  Well,  I  felt  that  I  had  indicated  in  my  offer  to  the  Indians  what  I 
considered  was  a  fair  value,  and  if  you  reduce  that  offer  of  $1.12 1^  a  horsepower 
year  to  capital  terms,  you  would  arrive  at  that. 
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Secretary  Wilbur.  How  much  would  it  be? 

Answer.  Well,  if  you  capitalize  it  at  6  per  cent,  it  would  amount  to  $4,000,000. 

By  Mr.  Dixon  : 

Question.  Mr.  Wheeler,  that  is  predicated  upon  the  question  submitted,  that 
this  water,  the  entire  flowage  water  there,  is  to  be  used  in  connection  with  the 
power  site,  without  any  charge,  of  course;  that  there  is  no  previous  vested 
right  in  that  water,  the  use  of  that  water? 

Answer.  That  is  taking  into  consideration  the  $240,750  that  I  have  figured  or 
estimated  as  returning  to  the  Indians  from  the  full  development  of  all  five  sites, 
not  from  site  No.  1. 

Question.  Now,  if  it  appears  as  a  matter  of  fact  that  the  irrigation  project 
there  has  the  first  water  rights,  ahead  of  the  use  by  the  Indians  of  the  water, 
that  reduces,  of  course,  the  natural  value  of  that  site,  does  it  not? 

Answer.  I  would  say  so.  If  you  have  to  pay  something  in  addition  to  this 
for  the  use  of  the  water,  I  would  say  it  would. 

Mr.  Grorud.  Could  there  be  any  valid  filings  on  an  Indian  reservation  or  on 
a  piece  of  land,  where  the  premises  are  not  public  domain  and  have  been  reserved 
for  a  special  purpose? 

Secretary  Wilbur.  He  certainly  can  not  answer  that  question,  and  I  doubt 
if  anybody  else  can. 

Mr.  Grorud.  I  will  ask  the  solicitor  or  the  chief  counsel  that  question. 

Mr.  Ree\'es.  I  understand  that  the  Reclamation  Service,  when  it  originated 
this  project  out  there,  filed  applications  under  the  State  law  in  behalf  as  much 
for  the  Indian  as  for  the  white  man,  and  those  are  the  filings  that  are  now 
prior  in  this  project. 

Mr.  Grorlt).  Are  those  valid  filings? 

Mr.  Reeves.  I  understand  they  are.  They  were  filed  pursuant  to  State  law 
and  have  been  kept  alive  ever  since  the  date  of  filing, 

Mr.  Grorud.  I  ask  Mr.  Reeves  if  domain  or  lands  which  have  been  set  aside 
for  special  purposes  can  be  acquired  by  any  appropriation  or  any  filings? 

Mr.  Reeves.  I  am  not  talking  about  the  land,  Mr.  Grorud;  I  am  talking 
about  the  water  rights. 

Mr.  Grorud.  Are  not  the  water  rights  set  aside  for  a  special  purpose? 

Mr.  Reeves.  Under  the  laws  of  Montana  the  doctrine  of  appropriation  ap- 
plies, not  the  riparian  rights. 

Mr.  Grorud.  Mr.  Reeves,  did  these  lands  ever  belong  to  the  State  of  Montana? 

Mr.  Reeves.  No. 

Mr.  Kelly.  The  water  did. 

Mr.  Grorud.  No ;  it  never  did. 

Secretary  Wilbur.  The  water  belongs  to  the  State  of  Montana  by  the  en- 
abling act  of  Congress  and  by  its  constitution. 

Mr.  Grorud.  No. 

Mr.  Ree\t:s.  Under  the  Winters  doctrine,  in  the  decision  of  the  Supreme 
Court  in  206  U.  S.,  the  Indians  have  a  prior  right  to  sufficient  water  for  their 
needs,  and  that  is  the  extent  of  their  rights. 

Mr.  Grorud.  It  established  a  different  doctrine,  too,  did  it  not;  that  case? 

Mr.  Reeves.  I  think  not. 

Secretary  Wilbur.  That  is  all  right,  Mr.  Reeves ;  we  will  not  pursue  that  any 
further. 

By  Mr.  Ely  : 

Question.  Mr.  Wheeler,  you  think  it  is  possible,  then,  to  make  an  economic 
investment  there  and  operate  it  and  make  a  net  return  of  3  per  cent  from  the 
sale  of  power  at  2.2  mills  ? 

Answer.  Well,  in  answer  to  that  I  would  say  that  it  is  perfectly  feasible  to 
make  it,  according  to  this  financial  set-up  that  I  have  furnished  the  commis- 
sion. 

Question.  That  is  on  the  100  per  cent  load  factor? 

Answer.  Well,  it  is  based  upon  equalling  100  per  cent  load  factor ;  yes. 

Mr.  Scattergood.  May  I  ask  a  question  there? 

By  Mr.  ScATTEBfiooo: 
Question.  Am  I  under  the  wrong  impression,  that  you  mentioned  yesterday 
$85  per  horsepower  for  continuous  prime  power  as  your  cost  of  installation? 
Answer.  That  is  the  way  I  figured  It. 
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Question.  You  have  just  told  us  it  was  $87  per  kilowatt.  Can  you  recon- 
cile those  two,  for  the  sake  of  the  record? 

Answer.  This  gentleman  asked  me  for  installed  power. 

Question.  That  is  what  I  meant.     Didn's  you  mean  $85  per  horsepower? 

Answer.  Installed  capacity?    No. 

Question.  What  is  your  figure  for  installed? 

Answer.  I  have  not  figured  that.  The  $85  is  for  continuous  prime  horse- 
power. 

Question.  I  understood  that  that  was  what  Mr.  Kelly  wanted  when  he  asked 
the  question,  the  installation  figure. 

Answer.  He  asked  me  for  the  cost  per  kilowatt  of  installed  kilowatt  capacity, 
as  I  understood  it. 

Question.  What  is  the  cost,  then,  based  on  the  105,000  horsepower  for  con- 
tinuous prime  power — what  is  the  installation  cost  per  horsepower? 

Answer.  Approximately  $85. 

Question.  That  is  per  horsepower  of  per  kilowatt? 

Answer.  That  is  per  horsepower  of  continuous  prime  power.  If  you  want 
installed  horsepower  capacity  I  will  have  to  give  you  that. 

Question.  I  wondered  whether  it  was,  but  if  you  would  supplement  your  table 
by  filing  a  statement  for  site  No.  1  with  a  full  set-up,  it  seems  to  me  it  would 
cover  all  of  these  questions  at  one  time.  What  you  have  filed  is  a  statement 
for  the  ultimate  development  of  it  all. 

Answer.  Yes. 

Question.  Now,  really,  what  is  before  us  at  the  moment  is  more  particularly 
site  No.  1,  and  it  would  be  very  helpful,  I  should  think,  if  you  could  file  a 
supplementary  set-up  of  your  calculation  of  power  and  cost  of  operation  and 
so  on,  limited  to  site  No.  1. 

Answer.  I  will  be  glad  to  do  that. 

Secretary  Wilbur.  When  can  you  have  it? 

Answer.  I  will  say  this  afternoon. 

Secretary  Wilbur.  Are  there  any  other  questions  at  the  table?  If  not,  have 
you  any  questions  you  would  like  to  ask,  Mr.  Kelly? 

Mr.  Keixy.  I  think  Mr.  Pope,  representing  the  white  settlers,  would  like  to 
inquire  first. 

Secretary  Wilbur.  Very  well,  Mr.  Pope.  And  if  the  rest  of  you  will  be  kind 
enough  to  let  Mr.  Pope  ask  the  questions  for  a  while,  we  will  appreciate  it. 

Mr.  Pope.  May  I  have  Exhibits  Nos.  2  and  3  in  connection  with  the  examina- 
tion of  this  witness?    These  two  exhibits  are  all  that  I  will  require. 
Cross-examination  by  Mr.  Pope: 

Question.  Mr.  Wheeler,  you  stated  that  your  computation  was  that  the  amount 
which  your  offer  would  yield  to  the  Indians  would  exceed  by  about  35  per  cent 
the  amount  which  the  Rocky  Mountain  Power  Co.'s  offer  would  yield  to  the 
Indians.    Is  that  a  correct  statement  of  what  you  said  yesterday? 

Answer.  I  stated  that  roughly  it  would  be  35  per  cent.  According  to  my 
figures  here,  it  would  be  actually  more  than  35  per  cent. 

Question.  Now,  let  me  ask  you  if  this  is  not  a  statement  of  the  proposal  of 
the  Rocky  Mountain  Power  Co. :  The  payment  of  a  rental  of  $1  per  average 
annual  horsepower  generated — this  is  taken  from  your  Exhibit  No.  2.  That  is 
correct,  isn't  it.    That  is  your  understanding  of  it? 

Answer.  I  would  have  to  see  the  exhibit. 

Question.  Just  look  at  the  exhibit  and  see  if  that  is  not  the  statement  [hand- 
ing the  paper  to  the  witness]? 

Answer.  This  is  a  resolution  which  was  adopted  by  the  Flathead  Indians,  and 
I  have  no  knowleflge  of  where  they  got  this  figure  or  whether  that  is  a  correct 
statement  of  what  the  Montana  Power  Co.'s  offer  is  or  not. 

Question.  Well,  you  must  have  had  some  offer  in  mind  when  you  calculated 
this  35  per  cent,  didn't  you? 

Answer.  Yes ;  I  had  a  dollar  a  horsepower-year. 

Question.  Would  that  be  different  from  the  statement  mentioned  therein?  If 
it  is  a  dollar  per  horsepower-year,  would  that  be  different  from  a  dollar  per 
average  annual  horsepower  generated? 

Answer.  Well,  this  does  not  state  here  specifically  how  it  is  to  be  measured. 
My  understanding  is  that  their  dollar  a  horsepower-year  is  for  the  average 
annual  horsepower  delivered  on  the  switchboard  of  the  power  house,  and  mine 
is  for  $1,121^  for  the  same  thing. 

Question.  Yours  is  $1.50  per  kilowatt  for  the  same  thing  or  $1.12%  per  horse- 
power for  the  same  thing? 
Answer.  For  the  same  unit  of  measure ;  yes. 
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Question.  In  other  words,  your  proposal,  as  shown  by  your  Exhibit  No.  3, 
reads  this  way : 

"  The  sum  of  $1.50  per  kilowatt  per  annum,  based  upon  the  average  amount 
of  power  generated  per  annum." 

That  is  a  correct  statement,  is  it  not? 

Answer.  That  is  not  the  entire  statement,  I  think  [Mr.  Pope  handed  the 
paper  to  the  witness]. 

'•$1.50  per  kilowatt  per  annum,  based  upon  an  average  amount  of  power 
generated  per  annum  as  determined  by  standard  meter  readings  at  the  switch- 
board or  switchboards  in  the  power-house  building  or  power-house  buildings  of 
the  power  plant  for  each  year  preceding  the  date  when  said  payment  becomes 
due." 

Question.  Yes.  Now,  the  proposal  on  your  part  is  to  pay  $1,121/2,  in  sub- 
stance, per  average  annual  horsepower  generated.  That  is  the  substance  of 
it,  is  it  not? 

Answer.  That  is  right. 

Question.  And  their  proposal,  as  the  records  here  show,  is  $1  per  annual 
average  horsepower  generated? 

Answer.  That  is  right. 

Question.  So  that,  instead  of  the  35  per  cent  which  you  have  testified  yester- 
day, the  difference  is  only  8  per  cent.  Isn't  that  correct?  In  other  words,  the 
difference  between  $1  and  $1.12i^  is  12%  per  cent  greater? 

Answer.  That  is  correct.  And,  as  I  explained  yesterday,  that  would  be  true 
if  the  load  factor  of  both  plants  was  the  same,  but  my  load  factor,  due  to  the 
character  of  use  I  make  of  the  power,  is  very  much  higher  than  their  load 
factor. 

Question.  Well,  isn't  it  a  fact,  as  an  engineering  and  scientific  proposition, 
that  the  load  factor  has  nothing  to  do  with  the  average  annual  horsepower 
generated? 

Answer.  Well,  it  certainly  has  a  lot  to  do  with  the  annual  amount  of  horse- 
power taken  away  from  the  power  house. 

Question.  I  am  not  asking  that.  I  am  asking  you  about  the  proposal  to  pay, 
which,  as  we  have  discovered,  is  in  substantially  the  same  phraseology  in  your 
proposal  and  in  theirs.  The  question  is  the  average  annual  horsepower  gener- 
ated has  nothing  to  do  with  the  load  factor. 

Answer.  Well,  you  might  generate  a  lot  of  horsepower  and  waste  it,  of 
course. 

Question.  And  if  that  were  done,  the  amount  paid  would  be  the  same,  regard- 
less of  the  load  factor? 

Answer.  Well,  if  both  plants  generated  the  same  amount  of  horsepower,  as 
measured  on  the  switchboard  of  the  power  house,  the  amount  paid  would,  in  my 
case,  be  12%  per  cent  more  than  the  amount  paid  in  their  case. 

Question.  Certainly.     That  is  exactly  what  you  agreed  to  do,  isn't  it? 

Answer.  But  with  a  higher  load  factor,  naturally,  I  would  generate  more 
power. 

Question.  The  load  factor  has  nothing  to  do  with  the  horsepower  generated, 
has  it? 

Answer.  Why,  the  consumption  of  power  has  a  lot  to  do  with  the  horsepower 
generated. 

Question.  You  are  satisfied  of  that  as  an  engineering  proposition,  are  you? 

Answer.  That  the  demand,  the  use  of  the  power,  has  anything  to  do  with 
the  amount  of  power  that  is  measured  on  the  wattmeters  as  going  out  on  the 
transmission  lines? 

Question,  No ;  I  am  asking  you  about  the  proposal  here,  the  basis  of  payment, 
the  average  annual  horsepower  generated.  That  is  not  controlled  by  the  load 
factor. 

Answer.  But  we  are  measuring  it  as  it  geos  out  of  the  power  house. 

Question.  And  so  is  the  Rocky  Mountain  Power  Co.,  is  it  not? 

Answer.  So  I  understand. 

Question.  All  right.  Then  the  difference  is  12%  per  cent  instead  of  35  per 
cent? 

Answer.  Assuming  they  take  the  same  amount  out  of  the  power  house; 
yes. 

Question.  Regardless  of  whether  it  is  wasted  or  used  or  what  not. 

Answer.  If  they  take  the  same  amount  out  of  the  power  house,  that  would 
be  true. 
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Question,  You  can't  generate  a  single  horsepower  more  from  this  plant  than 
the  Rocky  Mountain  Power  Co.  can,  can  you? 

Answer.  Well,  we  can  use  more  of  it.  And  it  is  what  is  used  that  is 
measured. 

Question.  Just  answer  my  question.  You  can't  generate  a  single  horsepower 
more  from  this  plant  than  the  Rocky  Mountain  Power  Co.,  can  you? 

Answer.  Well,  I  think  their  installation  is  for  150,000  installed  horsepower, 
or  approximatley  that,  and  that  our  installation  at  site  No.  1 — I  am  talking 
about  site  No.  1 — is  150,000  horsepower.  So  that  the  installed  horsepower 
capacity  of  both  plants  is,  of  course,  approximately  the  same. 

Question.  Now,  in  connection  with  your  proposal,  as  shown  by  your  Exhibit 
No.  3,  that  was  made  on  the  17th  of  December,  1927  [handing  the  paper  to  the 
witness]. 

Answer.  That  is  the  date  of  the  execution ;  yes,  sir. 

Question.  And  this  recites  that  it  covers  certain  lands,  premises,  water  rights, 
power  rights,  flowage  rights,  dam  sites,  power-plant  sites,  and  any  and  all  right 
of  way  required  for  transmission  lines,  and  so  forth?  That  is  a  correct  state- 
ment of  w^hat  is  in  that  agreement,  in  part? 

Answer.  Of  course,  you  have  not  read  it  all. 

Question.  I  have  not  read  it  all  to  you,  but  that  phraseology  is  in  there,  is  it 
not? 

Answer  (reading)  :  "Lease  unto  the  said  Walter  H.  Wheeler  all  the  certain 
lands,  premises,  water  rights,  power  rights,  flowage  rights,  dam  sites,  power- 
plant  sites,  any  and  all  right  of  way  required  for  transmission  lines,  telephone 
lines,  telegraph  lines,  highways,  railways,  spurs,  ditches,  flumes,  canals,  and/or 
for  any  other  purpose  required  and  necessary  to  be  used  in  connection  with  the 
development,  maintenance,  and  operation  of  power  plants  on  land  and/or 
premises  which  are  owned  and/or  controlled  by  the  said  Flathead  Confederated 
Tribe  of  Indians." 

Question.  Yes.  Now,  then,  at  this  time,  when  this  contract  was  made,  you 
knew  that  there  would  be  some  lands  overflowed  on  the  borders  of  Flathead 
Lake  by  this  power  development  that  you  were  contemplating? 

Answer.  At  the  north  end  of  the  lake ;  yes. 

Question.  At  that  time  had  you  made  any  examination  of  the  records  in  the 
ofiice  of  the  county  clerk  and  the  records  of  Lake  or  Flathead  Counties,  Mont., 
to  ascertain  the  filings  or  appropriations  of  water  rights  in  this  river  or  on  this 
stream? 

Answer.  No,  sir. 

Question.  Had  you  at  that  time  calculated  or  ascertained  the  extent  to  which 
lands  would  be  overflowed,  or  what  the  cost  for  damages  or  claims  arising  out 
of  that  flowage  would  amount  to? 

Answer.  Yes ;  I  understood  that  it  would  be  approximately  4,000  acres. 

Question.  Now,  had  you  calculated  the  amount  which  you  would  deduct  from 
the  $1.12 1/^  per  horsepower  before  payment  of  the  same  to  the  tribe,  or  for  their 
benefit,  under  that  provision  of  your  contract  which  reads  as  follows :  "And  the 
said  Flathead  Confederated  Tribes  of  Indians  hereby  expressly  agree  to  save 
the  said  Walter  H.  Wheeler  harmless  from  any  and  all  claims  of  every  kind 
and  nature  whatsoever,  including  also  any  and  all  charges  or  claims  which 
may  be  charged  or  assessed  by  the  Federal  Power  Commission,  the  Bureau  of 
Indian  Affairs,  or  otherwise,  by  reason  of  said  development  and  use  of  any  and 
all  of  the  said  demised  lands,  premises,  water  rights,  power  rights,  flowage 
rights,  dam  sites,  power-plant  sites,  and  rights  of  way"? 

Answer.  What  is  the  question? 

Question.  The  question  is  whether  you  have  made  any  calculation  of  what 
your  deduction  from  the  $1.12l^  would  be  on  account  of  this  indemnifying 
qualification? 

Answer.  Well,  I  didn't  think  that  there  would  be  any  indemnifying  there, 
because  the  water  rights,  the  flowage  rights,  and  lands,  and  so  on,  that  are 
covered  by  this  agreement  with  the  Indians  are  all  the  property  of  the  Indians, 
and  what  the  Federal  Power  Commission  might  charge  for  the  administration 
of  this  account  I  didn't  know;  but  in  their  case,  in  the  case  of  tlie  Rocky 
Mountain  Power  Co.,  or  my  case,  the  charge  of  the  Federal  Power  Commission 
for  administering  the  account,  I  presume,  would  be  the  same. 

Question.  Well,  the  fact  of  the  matter  is  that  .vou  did  not  go  into  it  much, 
because  you  had  this  indemnifying  clause  in  there  to  protect  you.  Is  that 
right? 
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Answer.  As  far  as  the  Indians'  property  is  concerned,  but  that  doesn't  pro- 
tect me  on  any  of  the  land  at  the  north  end  of  the  lake  that  you  are  talking 
about. 

Question.  Is  says  so,  doesn't  it? 

Answer.  No ;  it  does  not. 

Question.  Let  me  read  this  again :  "And  the  said  Flathead  Confederated 
Tribes  of  Indians  hereby  expressly  agree  to  save  the  said  Walter  H.  Wheeler 
harmless  from  any  and  all  claims  of  every  kind  and  nature  whatsoever."  Can 
you  think  of  any  phraseology  that  could  be  made  any  stronger  than  that  to 
cover  all  claims  of  every  kind  and  nature  whatsoever? 

Answer.  Yes ;  but  you  neglected 

Mr.  Forbes.  If  the  chairman  please,  I  would  like  him  to  read  the  balance  of 
that  provision. 

Mr.  Pope.  Certainly. 

Mr.  Forbes.  It  refers  to  the  lands  which  are  involved  in  controversy. 

Mr.  Pope.  It  goes  on :  "  Including  also  any  and  all  charges  or  claims."  I  am 
not  referring  now  to  the  including  also  the  additional  claims  outside  of  this; 
I  am  asking  you  what  you  would  have  the  right  to  deduct  under  this  clause 
from  the  payment  to  the  Indians,  this  clause  whereby  the  Flathead  Con- 
federated Tribes  of  Indians  hereby  expressly  agree  to  save  the  said  Walter  H. 
Wheeler  harmless  from  any  and  all  claims  of  every  kind  and  nature  whatso- 
ever, assuming  that  that  covers  damages  for  flowage  at  the  upper  end  of  the 
lake. 

Answer.  Well,  it  don't. 

Question.  Well,  that  is  just  your  interpretation. 

Answer.  That  is  my  interpretation  of  it. 

Question.  That  is  just  your  present  interpretation  of  it.  What  it  says  is  for 
the  commission  to  decide. 

Answer.  Will  you  let  me  see  it?  [Reading:]  "Any  and  all  claims  of  every 
kind  and  nature  w^hatsoever,  including  also  any  and  all  charges  or  claims 
which  may  be  charged  or  assessed  by  the  Federal  Power  Commission,  the 
Bureau  of  Indian  Affairs,  or  otherwise,  by  reason  of  said  development  and  use 
of  any  and  all  of  said  demised  lands,  premises,  water  rights,  powers  rights, 
flowage  rights,  dam  sites,  power-plant  site,  and  rights  of  way  on  the  lands  of  the 
Indians  as  referred  to." 

Question.  Now,  you  also,  assuming  that  you  can  not  use  any  water  rights 
under  this  agreement — in  other  words,  that  the  water  rights,  let  us  assume, 
should  be  developed  to  be  the  property  of  the  United  States  for  the  benefit  of  the 
Flathead  irrigation  project,  in  that  case  any  amount  which  you  had  to  com- 
pensate anyone  else,  such  as  persons  having  water  rights  under  this  project 
for  use  of  waters,  you  could,  under  this  clause,  deduct  that  from  the  $1.12l^, 
could  you  not? 

Answer.  If  the  Indians  don't  own  the  property  that  they  say  they  do,  which 
they  claim  they  do,  and  there  were  charges  made  for  the  use  of  the  property 
which  they  claim  was  theirs,  I  presume  there  would  be  a  deduction. 

Question.  And  you  were  not  particularly  interested  in  that,  because  you  had 
inserted  this  clause  indemnifying  you  in  that  regard  in  this  contract? 

Answer.  Well,  I  fail  to  see  any  reason  for  my  becoming  interested  in  it,  and 
I  also  fail  to  see  any  way  that  I  could  successfully  or  intelligently  cope  with 
that  situation,  inasmuch  as  there  seems  to  be  a  great  deal  of  question  as  to 
just  what  the  rights  of  the  respective  parties  are. 

Question.  Yes ;  but  what  I  mean  to  say,  Mr.  Wheeler,  is  that  any  person,  a 
business  man,  proposing  to  make  a  payment  of  rental  for  a  power  site  would 
necessarily  take  into  consideration  where  he  was  going  to  acquire  the  water 
rights,  would  he  not? 

Answer.  Well,  the  provisions  that  are  in  that  lease  are  the  provisions  which 
are  ordinarily  written  into  any  lease  in  order  to  protect  the  lessee  against 
charges  which  may  accrue  by  reason  of  the  fact  that  the  owner  of  the  prop- 
erty does  not  own  what  he  says  he  ^^wns. 

Question.  Certainly.  In  other  words,  it  is  a  good  deal  like  a  warranty  deed, 
is  it  not? 

Answer.  Yes. 

Question.  And  if  there  should  be  a  breach  of  warranty  in  any  respect  by 
reason  of  the  Indians'  failure  to  own  what  they  purported  to  own,  then  you 
could  deduct  from  the  $1.12%  any  amount  of  damage  that  you  might  have 
suffered  on  that  account? 
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Mr.  Forbes.  If  the  chairman  please,  this  is  calling  for  an  interpretation  of 
the  contract  by  a  lay  witness.  It  seems  to  me  that  this  contract  speaks  for 
itself,  and  it  is  a  matter  of  ultimate  fact  and  conclusion  for  the  commission  to 
determine  any  rights  of  the  irrigation  property,  not  for  this  witness. 

Secretary  Wilbur.  If  you  have  anything  that  you  want  to  put  into  the  record 
in  regard  to  it  that  will  give  an  opinion  that  will  be  valuable  to  the  commission, 
we  will  be  glad  to  get  it. 

Mr.  Pope.  Of  course,  I  take  it  that  that  would  come  as  part  of  our  case. 
I  will  not  pursue  that  particular  point  further. 

Question.  You  said  that  you  did  not  make  any  investigation  of  the  water 
filings  or  appropriations  recorded.     I  think  that  is  correct,  is  it  not? 

Answer.  The  attorney  for  the  Indians  advised  me  that  the  Indians  owned  the 
water  rights,  and  I  accepted  his  information  as  being  correct. 

Question.  Were  you  aware  that  at  the  time  this  contract  was  executed  there 
was  an  authorized  appropriation  by  Congress  of  something  like  $395,000  for  the 
development  of  this  site  and  continuation  of  the  construction  of  the  new  power 
plant  by  the  irrigation  project? 

Answer.  At  the  time  this  particular  contract  was  executed? 

Question.  Yes. 

Answer.  Well,  I  have  heard  of  that  appropriation,  but  I  understood  that 
appropriation  was  cancelled  or  repealed. 

Question.  But  you  did  not  know  at  the  time  that  it  was  still  in  effect  and 
full  force  at  that  time,  the  17th  of  December,  1927? 

Answer.  I  really  can  not  say  whether  I  did  or  not. 

Question.  You  made  no  investigation  of  it? 

Answer.  No ;  not  that  I  know  of. 

Mr.  Pope,  I  think  that  is  all  the  questions  I  have  to  ask. 

Secretary  Wilbur.  Mr.  Kelly? 

By  Mr.  Kelly: 

Question.  What  is  the  name  of  your  firm  in  Minneapolis,  Mr.  Wheeler? 

Answer.  I  do  business  under  my  own  name. 

Question.  I  think  you  gave  us  the  firm  of  Charles  Wheeler? 

Answer.  Charles  H.  Wheeler, &  Son  I  am  also  associated  with,  but  my  engi- 
neering business  is  conducted  under  my  own  name. 

Question.  What  is  the  business  of  the  firm  that  you  are  associated  with? 

Answer.  Charles  H.  Wheeler  &  Son? 

Question.  Yes. 

Answer.  Real  estate,  building,  and  investments. 

Question.  And  are  you  the  son  referred  to  in  the  title  *'  Charles  H.  Wheeler 
&Son"? 

Answer.  I  am. 

Question.  That  firm  is  composed  of  your  father  and  yourself? 

Answer.  That  is  right. 

Question.  And  they  are  engaged  in  the  real  estate  and  building  business? 

Answer.  Well,  they  own  real  estate  and  they  build  buildings  occasionally. 

Question.  Has  that  firm  built  any  large  buildings  in  Minneapolis  and  else- 
where? 

Answer.  Yes. 

Question.  How  large?    What  buildings? 

Answer.  They  built  the  Uerschell  Manufacturing  Co.  building,  a  building  of 
six  stories  and  basement,  all  fireproof  construction,  150  by  53 1/^. 

Question.  As  contractors? 

Answer.  No;  as  owners. 

Question.  As  owners? 

Answer.  Yes. 

Question.  And  who  built  it — the  actual  construction  of  it? 

Answer.  I  made  the  plans  and  specifications  and  supervised  construction.  It 
was  built  by  James  Lett  &  Co.,  contractors. 

Question.  You  were  the  architect  and  supervising  engineer  of  that  con- 
struction? 

Answer.  Yes. 

Question.  You  had  no  other  associates? 

Answer.  No. 

Question.  Now,  what  other  construction  work  have  you  had  charge  of? 

Answer.  I  have  had  charge  of  a  great  variety  of  construction  work  over  a 
period  of  some  23  years. 
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Question.  Mention  some  of  the  important  ones.  We  are  not  talking  about 
building  fences. 

Answer.  Well,  in  1927  or  1907  I  was  superintendent  of  construction  for  the 
Dawson  Fuel  Co.,  at  Dawson,  N.  Mex.,  the  construction  of  their  reservoir  system, 
pumping  plants,  coke  ovens,  power  house  and  railroad,  bridges,  construction 
running  into  several  millions  of  dollars,  of  which  I  was  superintendent  of  con- 
struction. That  is,  I  had  actual  charge  of  the  labor  and  the  purchase  of  mate- 
rial and  the  actual  charge  of  the  construction.  That  is  the  first  large  con- 
struction work  that  I  was  on. 

Question.  That  was  in  1927? 

Answer.  1907  and  1908.  In  1908,  together  with  an  engineer  by  the  name  of 
Jones  and  a  man  by  the  name  of  Cranmer,  I  organized  the  Jones-Wheeler- 
Cranmer  Engineering  Co.,  at  Denver,  Colo.,  engineers  and  contractors.  That 
company  constructed  buildings  and  also  designed  and  constructed  a  hydroelectric 
plant  in  the  Rocky  Mountains,  which  was  used  to  supply  the  power  for  certain 
marble  quames  in  Colorado. 

Question.  W^here  was  this  power  site? 

Answer.  It  was  known  .as  the  Crystal  River  Marble  Co.,  as  I  recall  it  now. 
That  power  site  was  on  the  western  slope  of  the  Rockies,  Our  company  de- 
signed it  and  built  it. 

Question.  How  much  of  a  plant  was  it  in  horsepower? 

Answer.  It  was  a  small  plant.  I  couldn't  tell  you  to-day  what  the  horse- 
power was  without  looking  up  the  record. 

Question.  Well,  was  it  500  or  5,000  or  10,000? 

Answer.  I  would  say  somewhere  around  1,000  horsepower. 

Question.  What  other  power-plant  construction  have  you  been  connected 
with? 

Answer.  I  have  done  some  w^ork  for  the  Eastern  Minnesota  Power  Co. 

Question,  What  kind  of  work? 

Answer.  Design  of  a  fore  bay  for  their  power  plant. 

Question.  Where? 

Answer.  Near  Pine  City,  Minn. 

Question,  How  large  a  plant  is  that ;  approximately  ? 

Answer,  I  would  judge  somewhere  around  5,000  horsepower,  perhaps — 3  or  4 
or  5 — somewhere  in  that  neighborhood.  I  don't  know  the  size  of  the  plant,  as 
a  matter  of  fact. 

Question.  How  long  has  it  been  since  you  did  that  ? 

Answer.  About  three  years  ago. 

Question,  And  you  don't  recall  now  whether  it  was  a  3,000  or  5,000  horse- 
power plant? 

Answer,  No,  sir ;  all  I  designed  there  was  a  fore  bay. 

Question,  A  fore  bay? 

Answer,  Yes,  sir. 

Question,  Approximately,  what  was  the  cost  of  installation  of  this  fore  bay? 

Answer.  Somewhere  around  $20,000,  I  guess. 

Question,  Now,  what  other  power-plant  construction  have  you  had  expe- 
rience in,  if  any? 

Answer.  I  have  had  quite  a  number  of  small  steam  plants  in  connection 
with  buildings.  But,  of  course,  in  carrying  out  a  project  of  this  kind  I  am 
not  depending  upon  my  own  qualifications  in  the  design  of  the  power  plant; 
I  am  depending  upon  engineers  who  are  experts  in  that  line.  My  field  is  civil 
engineering  and  construction,  the  design  of  structures  such  as  buildings  and 
bridges  and  dams,  and  so  on. 

Question,  Now,  as  a  basis  for  the  estimates  which  you  have  submitted  and 
which  are  included  in  the  exhibit  which  you  have  furnished  here — I  haven't 
the  number  of  it — and,  by  the  way,  Mr.  Forbes,  will  you — may  I  ask  you 
again  for  those  copies  of  exhibits? 

Mr.  Forbes.  Yes ;  I  have  some  right  here. 

Mr.  Kelly.  May  I  have  them?  [Mr.  Forbes  handed  some  papers  to  Mr. 
Kelly,]  Are  these  numbered  so  that  I  may  know  which  they  are,  so  that  I 
may  refer  to  them  by  number? 

Mr,  Forbes,  Yes. 

By  Mr.  Kelly: 
Question.  Referring,  now,  to  Exhibit  No.  4,  who  got  the  data  for  you,  or  did 
you  get  it  yourself,  from  which  you  made  these  estimates? 
Answer.  You  mean  my  detailed  estimate  of  the  cost? 
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Question.  Yes. 

Answer.  I  prepared  that  myself. 
Question.  From  what  information? 

Answer.  From  information  that  I  secured  by  going  over  the  ground  and  also 
by  taking  the  matter  up  with  concerns  who  furnish  electrical  machinery,  such 
as  AUis-Chalmers  &  Co.,  and  various  other  material  supply  houses. 

Question.  Well,  to  be  specific,  Mr.  Wheeler,  you  have  "excavation   of  dry 
rock  for  power  house,  32,000  cubic  yards  "  ? 
Answer.  Yes. 

Question.  Where  did  you  get  that  information? 

Answer.  I  made  some  sketches  and  took  the  quantities  off  from  those 
sketches,  the  same  as  any  contractor  would  do  in  estimating  his  construction 
work. 

Question.  Did  you  go  upon  the  ground  yourself,  personally? 
Answer.  I  was  on  the  ground  myself  personally ;  yes,  sir. 
Question.  And  how  much  time  did  you  spend  upon  the  ground? 
Answer.  Oh,  I  was  there  for  several  hours  and  made  a  rough  estimate  of 
the  width  of  the  canyon,   the  depth  of  the  canyot,   and  then  from  various 
Government  records  I  was  able  to  secure  further  information  which  enabled  me 
to  make  quite  an  accurate  estimate. 

Question.  What  Government  records  showed  you  the  amount  of  excavation 
that  you  would  have  to  make  for  power  house  on  this  site,  if  any  ? 

Answer.  Well,  my  drawings  showed  me  that,  based  upon  a  small  topographic 
map  of  the  locality  there. 

Question.  What  topographic  map  are  you  referring  to?  One  that  you  made 
or  that  somebody  else  made? 

Answer.  Well,  there  are  some  topography  maps  and  data  from  which 
topography  maps  can  be  made  in  the  Government  files. 

Question.  I  am  talking  now  about  the  topography  maps  which  you   used. 
Was  that  one  that  you  made  yourself  or  one  that  you  got  from  the  Government? 
Answer.  That  is  one  that  I  got  from  Government  information. 
Question.  Did  you  get  the  map  from  the  information  or  did  you  get  the  map 
from  the  files?    That  is  what  I  am  talking  about. 
Answ^er.  Well,  I  got  the  map  from  the  information. 
Question.  And  made  it  yourself? 
Ajiswer.  I  drew  it  up  myself;  yes. 

Question.  You  drew  it  up  yourself?  Now,  how  long  were  you  at  the  site  of 
this  plant  before  you  made  these  estimates,  would  you  say?    A  few  hours? 

Answer.  I  made  my  first  rough  estimate  of  $8,000,000 

Question.  Will  you  please  answer  the  question,  Mr.  Wheeler?     I  asked  you 
how  long  you  were  actually  in  person  at  this  site  prior  to  the  time  that  you 
made  these  estimates. 
Answer.  A  few  hours  actually  on  the  site. 

Question.  And  with  your  observation  of  a  few  hours  on  the  site,  and  looking 
at  some  topography  maps  compiled  by  you  from  information  in  the  departments 
here  in  Washington,  you  estimated  that  you  would  have  to  remove  31,000  cubic 
feet  of  dry  rock  and  22,000  feet  of  wet  rock? 

Answer.  No ;  I  used  the  topography  map  to  make  up  some  drawings,  sketches, 
as  I  told  you,  and  from  those  sketches  I  took  off  the  quantities  of  rock  that 
would  be  there,  and  in  that  way  I  estimated  the  quantity. 

Question.  How  deep  is   this  canyon  there,   approximately,   where   the  dam 
site  is,  from  the  bank  of  the  river? 
Answer.  Approximately  165  feet. 

Question.  And  across  from  bank  to  bank  at  the  surface,  approximately  how 
far  Is  it  across? 
Answer.  Approximately  300  feet. 

Question.  And  165  feet  deep?  Now,  you  stood  on  the  bank  up  there  and 
around  there  for  a  matter  of  a  few  hours  one  day? 
Answer.  I  went  over  the  ground  there  for  a  few  hours  one  day. 
Question.  And  you  made  pencil  estimates,  or  did  you  make  a  sketch  there  on 
the  ground? 

Answer.  Yes;  I  made  a  rough  sketch  there  on  the  ground,  but  the  final  draw- 
ings which  I  made  up,  or  sketches  which  I  made  up,  were  a  combination  of  the 
information  that  I  secured  in  that  way,  and  the  information  which  I  found  in 
the  Government  records,  which  is  vei-y  complete.  The  Government  has  done  a 
vast  amount  of  work  in  surveying  and  securing  data  in  connection  with  these 
power  sites,  which  is  in  the  nature  of  public  records,  and  from  that  information 
any  engineer  could  make  a  very  close  estimate. 
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Question.  And  that  is  the  way  you  made  up  this  estimate,  by  just  a  few  hours' 
observation  yourself?  You  had  no  engineer  upon  the  ground,  or  made  no  sur- 
veys of  your  own? 

Answer.  I  didn't  send  anybody  out  there  on  the  ground  to  make  surveys  for 
me;  no,  sir. 

Question.  Now,  then,  who  designed  this  machinery,  or  specified  it,  which  you 
propose  to  install  at  a  cost  of  $1,700,000? 

Answer.  The  Allis-Chalmers  Co. 

Question.  From  the  information  which  you  furnished  them? 

Answer.  Yes. 

Question.  And  these  expenses  of  financing,  and  so  forth,  you  made  up  yourself? 

Answer.  Yes,  sir. 

Question.  This  $870,000  odd  expenses  of  financing,  what  was  that  for? 

Answer.  Well,  that  is  based  upon  the  usual  charge  of  investment  banking 
companies  for  handling  financing  of  this  character. 

Question.  I  believe  you  said  there  was  not  such  an  item  in  the  Rocky  Moun- 
tain Power  Co.'s  estimate? 

Answer.  If  there  is  I  did  not  see  it. 

Question.  Now,  then,  have  you  given  us  all  of  your  power  plant  construction 
experience,  Mr.  Wheeler? 

Answer.  Well,  you  asked  me  for  my  construction  experience,  and  I  didn't  give 
you  any  of  that. 

Question.  I  ask  you  for  your  power  plant  construction  exi)erience  now. 

Answer.  I  think  I  have  perhaps  covered  most  of  it. 

Question.  Did  you  ever  operate  a  power  plant  or  manage  a  hydroelectric 
power  company? 

Answer.  No. 

Question.  You  have  had  no  experience  in  marketing  or  selling  hydroelectric 
power? 

Answer.  Well,  I  did  a  good  deal  of  work  for  the  St.  Cloud  Water  Power  Co. 
w^hen  that  was  owned  by  Mr.  A.  G.  Whitney,  in  connection  with  financing  and 
surveying  the  power  situation  which  he  had,  and  I  assisted  him  in  placing  a 
bond  issue  upon  his  property. 

Question.  Your  experience  has  been  more  on  the  financing  and  promoting  end 
than  on  the  engineering  and  construction  end? 

Answer.  Well,  I  have  had  a  vast  amount  of  experience  on  large  construction 
which  is  similar  to  the  character  of  construction  involved  in  this  case. 

Question.  You  have  in  mind  the  Hennepin  County  bridge? 

Answer.  Well,  that  is  construction  which  is  more  difficult  than  this,  I  would 
say. 

Question.  And  you  were  employed  by  whom  on  that? 

Answer.  Hennepin  County. 

Question.  By  what  authority?  That  is  to  say,  were  you  elected  county  sur- 
veyor or  county  engineer? 

Answer.  No ;  I  was  employed  as  a  special  engineer  to  handle  this  particular 
job.    I  never  have  been  a  county  official  of  any  kind? 

Question.  You  were  employed  by  whom? 

Answer.  The  Board  of  County  Commissioners  of  Hennepin  County. 

Question.  And  were  you  employed  on  a  salary  or  on  commission? 

Answer.  On  a  fee  basis. 

Question.  A  fee  basis?    Based  upon  the  cost  of  construction  or  time  involved? 

Answer.  Based  upon  cost  of  construction,  with  a  limit  placed  upon  my  esti- 
mate. 

Question.  Now,  then,  with  reference  to  the  marketing  of  power,  you  say  that 
you  have  taken  this  matter  up  with  a  number  of  the  electrochemical  companies, 
fertilizer  manufacturers  and  others,  and  have  received  a  good  deal  of  encourage- 
ment with  reference  to  the  feasibility  of  putting  in  the  manufacture  of  fertilizer 
or  fertilizer  material  in  this  area  by  electric  power.    That  is  true,  is  it? 

Answer.  Yes. 

Question.  And  the  specific  one  you  refer  to  was  the  Mathieson  Alkali  Co., 
where  you  had  several  interviews  with  Mr.  Allen,  the  president  of  the  company? 

Answer.  That  was  one  of  them  that  I  referred  to ;  yes,  sir. 

Question.  Well,  I  ask  you  if  that  was  the  principal  one :  that  is,  the  one  you 
gave  to  the  commission  as  the  one  to  whom  you  were  requested  to  submit  a 
contract? 

Answer.  That  is  thef  company  by  whose  authority  I  named  their  company  to 
the  commission  and  made  the  statement  which  I  did  in  regard  to  them. 
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Question.  Well,  I  am  asking  you  if  that  was  the  principal  bidder  that  you 
had,  what  you  consider  the  most  important  one? 

Answer.  I  stated  that  there  were  at  least  eight  of  the  large  electrochemical 
and  fertilizer  companies  who  were  actively  interested  in  this  matter. 

Question.  Will  you  read  the  question? 

(The  reporter  read  the  question,  as  follows:) 

"  Question.  Well,  I  am  asking  you  if  that  was  the  principal  bidder  that  you 
had,  what  you  consider  the  most  important  one?" 

Answer.  My  negotiations  have  progressed  further  with  that  particular  con- 
cern than  with  the  others. 

Question.  And,  to  your  bid,  that  was  the  most  encouraging  prospect  you  had 
for  the  sale  of  this  energy  in  connection  with  the  manufacture  of  fertilizer 
products? 

Answer.  I  don't  know  that  I  could  say  that.  Several  of  the  others,  I  would 
say,  were  just  as  encouraging,  although  I  haven't  progressed  as  far  with  my 
negotiations  as  I  have  with  that  particular  company. 

Cross-question.  Now,  then,  let  us  see  how  far  you  have  gotten  with  this 
alkali  company,  Mr.  Allen's  company.  Just  what  data  did  you  present  him 
as  a  basis  for  encouraging  his  company  to  become  interested  in  the  manufac- 
ture of  fertilizer  products  at  the  Flathead  or  in  that  vicinity? 

Answer.  Why,  I  presented  to  him  very  much  the  data  that  I  have  presented 
to  the  commission  here. 

Cross-question,  Have  you  got  a  copy  of  what  you  presented  to  him? 

Answer.  A  copy  of  the  correspondence  with  him? 

Cross-question.  Yes;  or  any  data  which  you  presented  to  him  which  would 
outline  to  him  the  possibilities  of  the  field  with  reference  to  power  and  other 
raw  materials. 

Answer.  I  believe  that  I  have. 

Cross-question.  Have  you  any  objection  to  presenting  it  to  the  commission? 

Answer.  I  don't  wish  to  submit  my  private  correspondence  to  public  view. 

Cross-question,  I  don't  want  your  private  correspondence.  Will  you  submit 
to  the  commission  any  data  which  you  furnished  to  this  company  or  any  other 
company  showing  the  availability  of  raw  material,  phosphate  rock,  potash,  or 
any  other  raw  materials  that  might  be  used  in  connection  with  the  electrical 
curr^t  which  you  propose  to  generate  at  the  Flathead  site? 

Answer.  I  submitted  these  Geological  Survey  bulletins,  and  they  made 
their  own  investigation  of  the  field. 

Cross-question.  Now,  then,  when  you  were  talking  to  Mr.  Allen  as  to  the  cost 
or  as  to  the  advisability  of  building  a  chemical  plant  or  a  plant  for  the  manu- 
facture of  phosphoric  acid  or  nitrogen  or  other  fertilizer  products  at  the  Flat- 
head, did  you  submit  to  him  the  cost  of  phosphate  rock  delivered  at  your  plant 
there? 

Answer.  No,  sir. 

Cross-question.  And  he  was  talking  about  having  his  executive  committee 
enter  into  a  contract  with  you  in  New  York  in  October  of  this  year  for  the 
purchase  of  power  from  you  for  the  treatment  of  phosphate  rock  at  the  Flathead 
without  any  data  as  to  what  it  would  cost  to  deliver  the  raw  phosphate  rock  at 
your  plant? 

Answer.  As  I  told  you,  they  made  their  own  investigatit)n  of  that. 

Cross-question.  Well,  did  they  do  that? 

Answer.  Yes ;  he  told  me  they  did. 

Cross-question.  Just  what  did  he  tell  you,  now,  ?about  the  extent  of  their 
investigation? 

Answer.  He  told  me  they  had  a  man  out  there  in  the  field  making  an  investi- 
gation for  him.  He  told  me  he  had  a  man  go  over  the  whole  field  there  and 
make  an  investigation  for  him. 

Cross-question,  Mr,  Allen  told  you  that? 

Answer.  Yes,  sir. 

Cross-question.  What  field  are  you  referring  to  now? 

Answer.  I  am  referring  to  the  phosphate  rock. 

Cross-question.  All  right.  And  do  you  know  whether  or  not  he  contemplated 
building  his  plant  at  the  Flathead,  near  the  site,  or  whether  he  contemplated 
transmitting  your  power  away  from  your  plant,  to  be  used  at  a  plant  to  be 
built  elsewhere? 

Answer.  What  do  you  mean  by  "  elsewhere  "  ? 

Cross-question.  Away  from  the  Flathead  site. 

Answer.  My  understanding  is  that  their  plan  would  be  to  build  the  plant  close 
to  the  Flathead  site.     The  exact  location  I  can  not  give  you. 
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Cross-question.  Now,  you  have  made  considerable  investigation  as  to  the 
feasibility  of  fertilizer  production  at  the  Flathead  site? 

Answer.  Yes. 

Question.  What  do  you  contemplate  it  would  cost  you  a  ton  for  rock,  phos- 
phate rock,  delivered  at  Poison  or  that  vicinity  for  use  in  your  plant? 

Answer.  In  making  up  this  recapitulation  of  the  Government's  figures  I  have 
used  the  prices  of  phosphate  rock  which  they  have  in  their  own  bulletins. 

Question.  What  is  that? 

Answer.  I  have  used  the  prices  which  they  have  in  their  own  bulletins.  The 
prices  upon  which  their  figures  are  based  are  $3.50  a  ton,  $2.50  a  ton,  and  $2.75 
a  ton. 

Question.  For  rock  where? 

Answer,  Delivered  to  the  phosphate  plant. 

Question.  W^here?     At  Flathead? 

Answer.  Well,  these  are  their  figures. 

Question.  I  am  talking  about  what  you  estimated  upon.  You  are  telling 
this  commission  that  you  can  make  phosphate  fertilizer  at  Flathead  at  a  profit 
on  $15  power.  Have  you  any  idea  what  it  is  going  to  cost  you  to  put  the  rock, 
the  basis  of  your  fertilizer,  at  your  plant  on  the  Flathead? 

Answer.  I  estimate  about  $3  a  ton. 

Question.  You  estimate  about  $3  a  ton? 

Answer.  Yes,  sir. 

Question.  Do  you  know  what  it  costs  Anaconda  to  put  it  into  Anaconda  ? 

Answer.  Well,  Anaconda  has  to  go  away  down  into  southern  Idaho,  I  believe, 
or  does  go  way  down  in  southern  Idaho  200  miles  from  their  plant,  to  get 
phosphate  rock. 

Question.  And  you  think  you  can  get  phosphate  rock  in  Montana  cheaper 
than  Anaconda  can  get  it? 

Answer.  Well,  they  go  down  into  Idaho,  for  what  reason  I  don't  know,  but 
I  assume  because  they  find  perhaps  a  somewhat  higher  grade  of  rock  there, 
which  is  more  suitable  for  the  acid  phosphate  process,  whereas  the  electric 
process  can  advantageously  use  run-of-mine  rock,  as  pointed  out  in  this  bulletin. 

Question.  Have  you  any  idea  what  it  will  cost  you  to  place  run-of-mine  rock 
on  the  Flathead  site  from  any  known  deposit  in  that  vicinity? 

Answer.  Yes ;  I  estimated  that  it  would  not  cost  over  $3  per  ton. 

Question.  What  would  the  freight  be  from  the  mine  to  the  plant? 

Answer.  Possibly  $1.25  a  ton. 

Question.  From  where  did  you  figure  that? 

Answer.  Well,  from  the  closest  fields. 

Question.  Where? 

Answer.  The  Garrison  field. 

Question.  $1.25  from  the  Garrison  field  to  the  Flathead? 

Answer.  Yes. 

Question.  Now,  that  Garrison  field  is  how  far  from  Anaconda? 

Answer.  Well,  it  is  not  very  far.    I  can't  tell  you  just  how  far. 

Question.  About  30  or  40  miles,  isn't  it? 

Secretary  Wilbue.  Mr.  Kelly,  can  you  finish  up  now  in  a  few  minutes,  so  that 
we  can  recess? 

Mr.  Kelly.  No  ;  I  can  not. 

Secretary  Wilbuk,  If  that  is  the  case,  I  think  we  will  adjourn  now,  to  meet 
again  at  3  o'clock  this  afternoon. 

(Whereupon,  at  12.45  o'clock  p.  m.,  a  recess  was  taken  until  3  o'clock  p.  m. 
this  day.) 

AFTERNOON   SESSION 

The  hearing  was  resumed  at  the  expiration  of  a  recess  at  3  o'clock  p.  m. 

Secretary  Wilbur.  Are  you  ready  to  speak  now,  Mr.  Marshall? 

Mr.  L.  W.  Marshall.  Yes,  Mr.  Chairman. 

Secretary  Wilbur.  We  will  wait  just  a  moment,  Mr.  Wheeler.  Mr.  Marshall 
wishes  to  speak  for  just  a  few  moments. 

Mr.  Wheeler.  All  right.  . 

Secretary  Wilbur.  Will  you  identify  yourself  for  the  record,  please? 

Mr.  Marshall.  I  am  L.  W.  Marshall,  of  Chicago,  111.  I  am  the  owner 
of  property  on  Flathead  Lake  known  as  Cedar  Island,  just  within  Rawlins,  in 
the  northern  part  of  the  lake,  just  above  the  north  boundary  of  the  Indian 
reservation. 

26465— 30— FT  10 30  • 
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Some  months  ago  I  wrote  to  the  commission  about  the  plans  of  the  proposed 
improvement  at  this  site.  After  checking  it  up,  I  thought  that  it  did  not 
properly  provide  for  current  adjacent  to  the  lake.  So  recently  I  sent  a  motion 
to  the  commission  to  the  effect  that  any  license  it  may  grant  contain  a  condi- 
tion in  that  license  that  the  licensee  be  required  to  furnish  current  around 
adjacent  to  the  lake  for  light,  heat,  and  power  purposes. 

Now,  to  that  motion  I  received  a  reply  from  Mr.  Bonner  in  which  he  stated 
as  follows :  "  Your  motion  will  be  brought  to  the  attention  of  the  commission  as 
requested.  I  feel,  however,  that  I  should  advise  you  that  in  the  opinion  of  this 
oflace  the  commission  has  no  authority  to  Include  in  the  proposed  license  the 
requirement  you  suggest." 

That  raises  naturally  a  question  as  to  the  power  of  the  commission.  This 
law  is  a  broad  law.  It  grants  to  this  commission  power  to  make  it  coordinate 
with  all  the  interests  in  the  particular  territory. 

The  Attorney  General  of  the  United  States,  in  an  opinion  to  tliis  board  in 
1922,  held  that  in  a  final  license  it  could  change  any  of  the  conditions  or  add 
conditions  and  disregard,  so  to  speak,  or  add  to  a  pennit  that  had  been  issued 
prior  thereto. 

I  expect  in  this  case,  because  I  am  only  going  to  take  a  very  few  minutes, 
to  file  a  written  brief  and  leave  it  with  the  commission.  I  have  several  copies 
with  me.  But  I  want  at  this  point  to  say  that  I  personally  am  very  much 
interested  in  having  this  plan  put  through,  or  some  plan  that  will  develop  that 
territory  as  quickly  as  possible.  Therefore  I  am  not  opposed  to  any  plan  that 
will  take  care  of  the  local  conditions  there.  However,  I  do  say  that  if  the 
commission  rules  that  it  has  no  right  to  make  these  conditions  a  part  of  the 
license,  then  I  would  think  that  until  the  law  is  amended,  no  grant  should  be 
made  there. 

Now,  there  is  a  condition  there  at  the  north  end  of  this  lake;  in  fact,  the 
north  half,  as  to  the  north  of  the  Flathead  Indian  Reservation.  On  each  side 
of  that  lake  at  that  point  are  the  national  forests,  the  Flathead  National 
Forest  on  the  east  and  the  Blackfeet  National  Forest  on  the  west.  With 
electric  current  there,  and  with  these  forests  coming  down  to  the  very  borders 
of  the  lake,  the  fire  protection  will  be  afforded.  There  are  orchards  going  in 
around  that  territory,  and  the  (jovernment  has  issued  homestead  rights  there; 
and  in  the  power  commission  act  is  the  reservation  to  flood  them  up  to  an 
elevation  of  9  feet  above  the  high  water,  I  believe  it  was,  in  1915. 

The  reason  that  I  cite  that  now  is  for  the  sole  purpose  of  showing  this  com- 
mission that  there  is  a  mighty  technical  question  there  whether  this  board 
has  even  jurisdiction  there  that  close  to  the  property.  I  am  not  raising  that. 
I  don't  want  to  try  any  property  rights  here.  I  will  get  together  so  far  as 
my  island  is  concerned  as  soon  as  I  can  get  it  leveled  off  and  know  where  I 
can  put  a  boat  landing. 

But  there  is  another  feature  of  this  thing.  I  think  that  if  there  is  going 
to  be  a  license  issued,  those  at  the  north  end  of  this  lake  and  the  territory 
around  there  have  a  right  to  expect  at  the  hands  of  the  commission  or  the 
permittee  or  licensee  to  have  current  there. 

There  is  a  provision  in  this  law  about  monopolistic  arrangements.  I  think 
that  every  member  of  this  commission  is  familiar  with  the  recent  case  in  West 
Virginia  about  shipping  gas  out  of  the  State,  where  they  were  furnishing  the 
local  consumption  with  all  they  could  use.  The  Supreme  Court  of  the  United 
States  by  one  majority  upheld  that  right. 

Recently  in  Vermont,  or  in  one  of  the  New  England  States,  they  voted  on 
and  voted  down  the  right  to  take  the  electric  light  and  water  power  out  of 
that  territory,  out  of  that  State. 

Just  the  last  legislature  in  Michigan,  on  the  question  of  taking  natural  gas 
out  of  the  State,  tried  to  amend  it  so  that  it  could  not  be  done. 

I  don't  personally  feel  that  way  about  this  thing.  I  feel  that  the  develop- 
ment should  go  ahead.  Send  it  clear  to  'Frisco  and  amen,  after  taking  care 
of  the  local  conditions. 

I  don't  know  anything  further  to  say,  gentlemen.  I  am  not  going  into  the 
question  of  the  current  around  the  lake;  that  is,  as  to  the  market.  I  say  it 
Is  there.  The  evidence  laid  down  at  this  trial  will  show  that  there  is  a  market 
there  that  is  not  furnished  at  the  present  time,  and  it  is  a  continually  growing 
one. 

Now,  if  there  are  any  questions,  I  would  be  glad  to  answer  them.  Otherwise 
I  am  going  to  stop  now. 
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I  have  just  one  further  statement.  One  of  those  conditions  of  the  license  law 
says,  if  the  licensee  shall  agree  to  what?  For  the  future  to  abide  by  the  rules 
of  the  State,  the  regulatory  body,  if  the  Statehas  such  a  body.  In  other  States 
it  remains  within  the  jurisdiction  of  this  board,  and  this  board  has  entire 
jurisdiction  to  write  in  there  any  conditions  that  it  wishes;  and  I  think  that 
that  has  been  decided  clearly  in  the  opinion  of  the  Attorney  General  of  the 
United  States  in  1919  as  to  this  law. 

Secretary  Wilbue.  Your  point,  then,  is  that  we  have  the  power  to  put  any- 
thing we  want  to  into  the  license.  The  licensee  does  not  have  to  take  it  if  he 
does  not  want  to.  But  you  want  us  to  put  in  a  provision  that  will  supply  power 
to  certain  property  owners  at  the  upper  end  of  the  lake?     Is  that  right? 

Mr.  Marshall.  That  is  correct.  Which  in  turn  will  afford  protection  to  the 
Government  itself  at  the  lake. 

Secretaiy  Wilbur.  Are  there  any  questions  that  anybody  wants  to  ask  Mr. 
Marshall?     Then,  Mr.  Marshall,  will  you  kindly  file  that  brief  with  me? 

Mr.  Marshall.  Yes,  sir. 

Secretary  Wn^UR.  All  right,  Mr.  Wheeler,  you  may  proceed. 

TESTIMONY  OF   MR.   WHEELER — RESUMED 

Cross-examination  by  Mr.  Kelly: 

Question.  Mr,  Wheeler,  I  think  in  your  calculations  as  given  to  us  this 
morning  you  said  that  you  estimated  the  cost  of  phosphate  rock  at  the  Flathead 
site  for  manufacturing  purposes  to  cost  about  three  or  three  and  a  half  dollars 
a  ton.     Which  was  it? 

Answer.  Well,  the  Government  bulletins  that  I  cited  give  the  cost  as  varying 
from  three  dollars  and  a  half  a  ton  in  one  bulletin  to  two  and  a  half  dollars  in 
another  and  $2.75  a  ton  in  another. 

Question.  Is  that  the  mining  cost? 

Answer.  The  cost  of  rock  delivered  to  the  plant. 

Question.  What  plant? 

Answer.  The  plant  that  is  being  considered  in  the  estimates. 

Question.  What  plant.    That  is  just  what  I  am  asking  you. 

Secretary  Wilbur.  These  figures  are  based  upon  a  plant  down  at  this  power 
site. 

By  Mr.  Kelly: 

Question.  Is  that  correct? 

Answer.  These  figures  are  based  upon  Florida  hard  rock,  Florida  pebble 
phosphate,  and  Tennessee  brown  rock  phosphate. 

Question.  What  would  be  the  freight  on  Florida  and  Tennessee  rock  to  the 
Flathead  project. 

Answer.  They  are  not  considering  Florida  rock  at  the  Flathead  project. 

Question.  Let  us  get  down  to  what  you  propose  to  do.  You  make  certain 
estimates  here,  and  you  conclude  that  you  can  make  commercial  fertilizer  at 
the  Flathead  plant  at  $15  a  horsepower  profitably.  In  your  calculations,  what 
cost  did  you  allow  for  rock  on  the  ground  at  your  plant? 

Answer.  Well,  the  calculations  that  I  submitted  are  right  here  in  this  book, 
Mr.  Kelly. 

Question.  Are  they  based  upon  Florida  and  Tennessee  rock? 

Answer.  Yes ;  but  in  those  locations ;  not  at  the  Flathead. 

Question.  Yes;  I  understand;  but  if  you  are  going  to  make  phosphate  fer- 
tilizer at  Flathead  you  have  got  to  know  what  the  phosphate  rock  is  going 
to  cost  you  on  the  ground.    Now,  have  you  any  estimates  as  to  that? 

Answer.  I  have  taken  about  $3  a  ton. 

Question.  What  is  that? 

Answer.  I  have  taken  about  $3  a  ton  on  that. 

Question.  For  what  reason  did  you  take  $3  a  ton?  Have  you  any  basis 
for  that? 

Answer.  Yes.  I  had  a  freight  rate  given  me  by  the  Northern  Pacific  Rail- 
road on  limerock  between  two  points  which  were  practically  the  same  distance 
apart  as  from  the  points  where  phosphate  rock  exists  and  the  point  where  the 
fertilizer  plant  would  probably  be  located. 

Question.  That  is  about  $1.25  a  ton,  isn't  it? 

Answer.  Yes. 
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Question.  What  did  you  figure  to  be  the  mining  cost  of  this  rock? 

Answer.  Well,  I  took  the  figure  of  $1.75  a  ton  as  the  cost  of  getting  the 
rock  out. 

Question.  On  what  basis? 

Answer.  And  putting  it  aboard  the  cars. 

Question.  On  what  basis  did  you  estimate  that  you  could  mine  phosphate  rock 
in  Montana  at  $1.75  a  ton? 

Answer.  Well,  I  have  visited  some  of  these  phosphate-rock  deposits;  and 
the  operation  of  getting  that  rock  does  not  appear  to  be  particularly  different 
from  the  operation  of  getting  out  rock  in  other  places  with  which  I  am  familiar. 
We  very  seldom  pay  over  $2  a  ton  for  crushed  rock  delivered  to  the  job  for 
concrete  work  at  almost  any  point. 

Question.  And  you  are  comparing  it  with  crushed  rock  for  concrete  rock  as 
against  mining  phosphate  rock  from  phosphate  beds? 

Answer.  Yes. 

Question.  Now,  this  phosphate  rock  occurs  in  veins  that  have  to  be  mined 
and  separated  from  the  earth  about,  and  it  is  more  expensive  to  do  that  than 
quarrying  out  rock  indiscriminately  for  crushing,  isn't  it,  out  of  a  mound 
of  rock? 

Answer.  Still,  I  don't  know  why  it  should  cost  any  more  in  Montana  to 
produce  phosphate  rock  than  it  does  in  Tennessee,  for  example. 

Question.  You  don't  know  anything  about  it,  as  a  matter  of  fact,  do  you,  Mr. 
Wheeler? 

Answer.  Oh,  yes;  I  do. 

Question.  Well,  you  know  that  the  Anaconda  Copper  Co.  mines  its  phosphate 
rock  at  Conda,  Idaho,  don't  you? 

Answer.  Yes. 

Question.  You  don't  know  what  that  costs,  do  you? 

Answer.  No. 

Question.  Do  you  not  think  it  would  be  cheaper  for  the  Anaconda  Copper  Co. 
to  get  its  rock  at  Deer  Lodge  than  at  Conda? 

Answer.  Well,  I  understand  that  the  rock  at  Conda,  down  near  Silver  Springs, 
Idaho,  some  300  miles  or  250  miles  from  Anaconda,  is  considered  by  the  Ana- 
conda Copper  Co.  to  be  more  suitable  for  their  purx>oses  than  the  rock  which 
can  be  obtained  at  closer  hand. 

Question.  Do  you  know  that  the  Deer  Lodge  phosphate  beds  were  small  and 
that  they  were  broken  up  by  faults  and  shale  so  that  it  was  not  commercially 
sound  under  the  present  conditions  as  a  source  of  phosphate  rock  for  fertilizer 
purposes? 

Answer.  That  does  not  agree  with  the  reports  of  engineers  which  I  have  seen 
upon  the  subject. 

Question.  What  engineers? 

Answer.  Well,  I  don't  care  to  name  them. 

Question.  Did  they  make  reports  to  you? 

Answer.  Yes. 

Question.  Do  you  know  that  the  Anaconda  Copper  Mining  Co.  owns  the  larger 
part  of  the  best  deposits  in  the  Deer  Lodge  section  ? 

Answer.  I  understand  that  they  own  some  of  them ;  yes. 

Question.  And  that  because  that  rock  was  not  available  for  the  making  of 
fertilizer  they  sent  300  miles  down  into  Idaho  and  acquired  other  phosphate 
property  for  their  fertilizer  business? 

Answer.  One  principal  advantage  of  the  electric  process  of  manufacturing 
phosphoric  acid,  as  set  out  in  all  the  information  on  that  subject,  is  that  mine- 
run  rock  can  be  used  for  that  purpose  advantageously,  whereas  it  can  not  be  so 
used  in  the  sulphuric-acid  process. 

Question,  Can  you  tell  the  commission  why  that  is  true? 

Answer.  You  have  to  have  higher  grade  phosphate  rock,  particularly  high- 
grade  phosphate  rock,  free  from  impurities,  to  use  it  successfully  in  the  manu- 
facture of  phosphoric  acid  by  the  sulphuric-acid  process. 

Quc»stion.  What  is  the  reason  for  that?    Can  you  tell  the  commission  that? 

Answer.  What  the  reason  is? 

Question.  Yes.  What  is  the  condition  in  the  grade  of  rock  that  would  be 
required  in  the  acid  process  and  not  in  the  electrolytic  process? 

Answer.  The  electric  process  would  volatilize  the  phosphoric  acid,  and  you 
obtain  practically  pure  phosphoric  acid;  and  the  waste  does  not  become  any 
part  of  your  final  product;  whereas  in  making  phosphate,  superphosphate,  by 
the  acid  proces-s  you  are  simply  treating  the  phosphate  rock  with  acid,  which 
does  not  remove  the  impurities. 
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Question.  In  the  acid  process  at  the  Anaconda  plant  don't  they  make  phos- 
phoric acid? 

Answer.  You  produce  in  your  rock,  of  course,  available  phosphoric  acid ;  yes. 

Question.  Well,  you  make  it,  you  produce  phosphoric  acid,  and  then  you  take 
the  raw  rock  and  treat  it  with  the  phosphoric  acid,  don't  you? 

Answer.  Yes. 

Question.  Just  as  you  would  in  the  electrolytic  process.  You  would  make 
your  phosphoric  acid  electrolytically,  as  you  would  make  it  by  the  acid  process ; 
and  then  you  would  take  the  phosphoric  acid  and  treat  the  raw  rock  with  it 
and  increase  its  content  of  plant  food ;  and  that  is  what  is  known  as  triple 
phosphate,  isn't  it? 

Answer.  As  I  understand  it,  there  is  quite  a  difference  between  the  two  dif- 
ferent processes. 

Question.  Well,  in  determining  that  you  could  make  it  electrolytically,  that 
it  would  be  cheaper  than  by  the  acid  process,  did  you  make  any  investigation  of 
the  Anaconda  acid  process? 

Answer.  Why,  I  heard  your  man,  Mr.  Karo,  describe  your  acid  process  at  a 
meeting  of  the  American  Chemical  Association  at  Minneapolis  in  September. 
He  described  it  quite  fully  on  that  occasion.  But  I  have  not  had  any  occasion 
to  investigate  what  the  Anaconda  Co.  is  doing  outside  of  that. 

Question.  Well,  of  course,  coming  into  the  field  there  to  make  phosphate  for 
fertilizer  commercially  it  would  be  important  to  know  what  advantages  you 
would  have  and  what  disadvantages  you  would  have  with  reference  to  a  com- 
petitor in  the  same  field,  wouldn't  it? 

Answer.  Well,  that  investigation  has  all  been  made  by  the  people  who  intend 
to  produce  the  phosphate  and  fertilizer. 

Question.  You  are  referring  to  Mr.  Allen  now? 

Answer.  And  others. 

Question.  Who  else  has  investigated  that  field  out  there? 

Answer.  Well,  I  don't  wish  to  disclose  any  further  on  the  subject. 

Question.  How  many  reports  have  you  on  that  field  from  different  chemical 
outfits  or  any  other  parties  who  may  be  interested? 

Answer.  Well,  there  are  all  kinds  of  Geological  Survey  reports. 

Question.  I  understand  that  there  are  Government  reports,  but  I  am  talking 
about  reports  that  you  have  got  now  from  prospective  fertilizer  manufacturers 
who  might  become  interested  in  that  field. 

Answer.  The  fertilizer  manufacturers  did  not  give  me  their  reports,  but  they 
told  me  what  they  showed. 

Question.  How  many  of  them  told  you  that,  based  upon  investigations  which 
they  had  made  in  that  field? 

Answer.  At  least  tw^o  of  them. 

Question.  At  least  two? 

Answer.  Yes. 

Question.  Were  there  any  more? 

Answer.  Well,  there  weren't  any  more  that  told  me  in  so  many  words  thsit 
they  had  had  people  out  there  in  the  field  to  investigate  the  situation ;  but  they 
had  reports  on  these  deposits,  and  they  showed  the  information  which  was 
satisfactory  to  them. 

Question.  Now,  then,  what  are  the  factors  In  that  field  that  appeal  to  you  and 
to  your  clients  or  associates  in  connection  with  the  manufacture  of  fertilizer 
other  than  the  price  of  the  power  at  the  Flathead  and  the  commercial  phosphate 
rock  or  deposits  of  phosphate  rock  in  that  area? 

Answer.  Well,  potash  is  quite  available  in  that  western  territory. 

Question.  Well,  of  course,  the  western  territory  is  a  pretty  big  territory. 

Answer.  Well,  it  is  being  made  at  Marysville,  Utah,  just  directly  south  of 
Montana. 

Question.  And  how  long  is  it  since  they  have  made  any  potash  at  Marysville, 
do  you  know? 

Answer.  How  long  they  have  been  making  it  there? 

Question.  Are  they  making  it  now? 

Answer.  I  understand  so. 

Question.  You  understand  so?  Don't  you  know  as  a  matter  of  fact,  or 
haven't  you  made  any  investigation  of  the  potash  situation  and  know  that  they 
started  to  make  potash  at  Marysville,  Utah,  during  the  war;  and  that  the 
concern  went  broke  and  that  there  has  not  been  any  potash  produced  down 
there  since? 

Answer.  I  don't  know  that. 
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Question.  You  don't  know  that?  You  don't  know  whether  there  has  been  any 
made  there  or  not? 

Answer.  I  understand  that  it  has  been  made  there  recently. 

Question.  From  whom  did  you  get  that  information? 

Answer.  From  Government  reports  that  were  put  in  here  in  the  record. 

Question.  I  would  like  to  see  one  of  them  that  showed  that  there  was  any 
potash  produced  there  recently. 

Answer.  They  have  been  put  into  the  record. 

Question.  I  would  like  to  get  the  report  that  you  have  put  in.  Can  you 
or  your  counsel  get  it  for  me  while  we  proceed  with  this?  I  don't  want  to  take 
the  time  now  for  you  to  look  for  it ;  but  I  will  ask  you,  if  you  will,  Mr.  Wheeler, 
during  the  next  recess  or  at  the  conclusion  of  the  day,  when  you  have  time,  to 
get  for  us  any  Government  bulletins  showing  that  information. 

Answer.  Well,  I  presume  that  the  bulletins  are  available  here  in  Washington. 

Question.  I  am  asking  you  if  you  will  get  that  one  and  produce  it. 

Answer.  We  will  be  glad  to  get  any  bulletin  that  we  have. 

Question.  Get  the  one  anyhow,  whether  you  have  it  here  or  not  Now,  we 
will  proceed. 

Where  else  is  there  any  potash  in  the  western  country  outside  of  Idaho? 

Answer.  I  understand  that  there  is  potash  produced  in  California. 

Question.  And  how  far  is  California  from  the  Flathead? 

Answer.  I  can  not  give  you  the  exact  distance  in  miles. 

Question.  Well,  it  is  a  matter  of  1,500  or  2,000  miles,  isn't  it? 

Answer.  No. 

Question.  It  is  a  matter  of  1,000  or  1,200  miles,  isn't  it? 

Answer.  Well,  it  is 

Question.  It  is  in  the  southern  part  of  California,  isn't  it? 

Answer.  It  is  available  to  water  and  rail  transportation. 

Question.  Yes. 

Now,  then,  when  you  considered  this  matter  with  your  clients,  did  you  tell 
them  that  you  had  an  electric  power  site  there  that  was  in  the  middle  territory 
and  that  had  ample  supplies  of  both  phosphate  and  potash? 

Answer.  What  I  furnished  my  clients  was  a  price  on  the  power,  and  called 
their  attention  to  various  Government  publications,  and  they  made  their  own 
investigations  in  regard  to  the  field  and  arrived  at  their  own  conclusions  as  to 
the  possibility  of  putting  in  a  fertilizer  plant  on  my  representations. 

Cross-question.  Now,  Mr.  Allen's  company  of  New  York  and  Mr.  Allen  are  the 
only  ones  that  you  were  authorized  or  that  you  have  authority  to  quote  here? 

Answer.  That  is  correct. 

Cross-question.  And  Mr.  Allen  told  you  that  you  had  authority  to  quote  him 
here? 

Answer.  To  the  extent  that  I  have  quoted  him. 

Cross-question.  Now,  then,  did  Mr.  Allen  tell  you  that  he  was  interested  in 
entering  into  a  contract  with  you  for  this  power,  or  that  he  would  make  an 
investigation  to  see  whether  it  was  feasible  or  not? 

Answer.  Why,  he  told  me  to  draw  up  a  contract  in  accordance  with  the 
terms  which  we  had  discussed. 

Cross-question.  Well,  I  am  asking  you  whether  or  not  he  was  interested  in 
executing  a  contract  or  whether  he  was  interested  in  making  an  investigation 
to  see  whether  your  project  was  feasible. 

Answer.  Why,  he  told  me  that  he  didn't  think  that  company  would  be  inter- 
ested, would  be  justified,  in  entering  into  a  contract  with  me  prior  to  the 
issuance  of  a  permit. 

Cross-question.  Did  he  say  anything  about  making  an  investigation  to  see 
whether  or  not  it  was  feasible  if  you  did  have  a  permit? 

Answer.  Why,  certainly  They  would  investigate  the  power  situation.  I 
stated  that,  I  believe. 

Cross-question.  Yes.  Well,  what  he  said  to  you  was,  was  it  not,  that  if  you 
had  a  permit,  they  would  institute  an  investigation  as  to  the  feasibility  of  your 
project? 

Answer.  That  they  would  investigate  the  power  situation.  They  had  already 
investigated  the  other  features  of  it. 

Cross-question.  Of  course,  if  you  had  power  at  $15  a  horsepower,  there  would 
be  nothing  to  investigate  there.     You  would  fix  the  price  of  that? 

Answer. Well,  it  is  very  important 

Cross-question.  Did  he  say  anything  about  the  distance  from  seaboard,  about 
that  being  a  very  serious  question  as  to  whether  or  not  this  industry  could  be 
built  up  in  the  Interior,  so  far  from  the  seaboard  ? 
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Answer.  Well,  certainly,  the  freight  rate  to  the  seaboard  is  an  important 
question. 

Cross-question.  I  am  asking  you  what  Mr.  Allen  said  to  you.  I  am  not  talking 
about  what  is  important.  Did  he  say  anything  to  you  or  not  about  the  feasi- 
bility of  your  project  because  it  was  so  far  from  the  seaboard? 

Answer.  I  don't  recall  that  he  made  any  such  statement  in  that  language. 

Mr.  Kelly.  I  ask  that  this  be  marked  for  identification,  these  two  telegrams. 

Mr.  Bonner.  Thev  will  be  marked  "  Rocky  Mountain  Power  Co.  Exhibit 
No.  1." 

Mr.  Kelly,  That  is  for  identification  only.  Will  you  mark  them  both  as  one 
exhibit? 

Mr.  BoNNEE.  Yes. 

(The  papers  referred  to  were  marked  as  requested.) 

By  Mr.  Kelly: 

Cross-question.  Now,  I  will  ask  you  to  look  at  this  telegram  in  typewriting 
addressed  to  Mr.  Allen  in  New  York.  I  will  ask  you  whether  or  not  that 
substantially  states  your  testimony  given  here  yesterday  with  reference  to 
your  conference  and  your  authority  to  quote  Mr.  Allen.  I  ask  you  if  this 
correctly  states  your  testimony? 

Answer.  I  thought  you  asked  me  to  read  the  telegram. 

Cross-question.  I  did  not.  This  is  the  telegram.  Does  that  correctly  state 
your  testimony? 

Answer.  In  general  I  would  say  that  that  is  approximately  what  I  said. 

Mr.  Forbes.  If  the  chainnan  please,  if  there  is  any  question  of  the  accuracy 
of  the  telegram  involved,  it  would  be  best  to  go  to  the  record  on  it. 

Mr.  Kelly.  I  have  read  it  against  the  record,  and  it  is  correct. 

Mr.  Forbes.  I  don't  know  whether  it  is  or  not.  If  there  is  any  question 
about  its  accuracy 

Mr.  Kelly.  I  know  that  it  is  correct.  It  is  a  telegram  addressed  to  Mr. 
Allen  at  New  York,  sent  last  night. 

By  Mr.  Kelly: 

Cross-question.  Now,  what  I  want  to  know  is  whether  your  testimony  as 
quoted  to  Mr.  Allen  in  this  telegram  is  substantially  correct.  It  is  taken  from 
the  record  as  made  here  yesterday.  If  it  is  not  correct,  we  will  get  it  corrected 
now. 

Answer.  I  would  say  that  it  is  approximately  correct. 

Cross-question.  Now  then,  just  read  Mr.  Allen's  reply  and  see  whether  that 
conforms  to  your  conclusions  as  stated  here  yesterday  from  your  conversation 
with  him. 

Answer.  I  would  like  to  say  before  I  read  this  that  Mr.  Allen  stated  to  me 
that  he  would  not  send  any  telegrams  or  letters  to  anybody  in  this  matter; 
but  that  if  the  commission  wished  to  call  him  on  the  long-distance  telephone, 
he  would  confirm  to  them  over  the  telephone  what  I  have  stated. 

This  telegram  is  addressed  to  Mr.  D.  M.  Kelly,  care  Frank  Kerr,  New  Willard 
Hotel,  Washington,  D.  C.     It  is  dated  "  New  York,  October  29." 

It  reads :  "  Referring  to  your  report  of  testimony  of  Mr.  Wheeler  in  connec- 
tion with  Flathead  River  power  permit,  beg  to  advise  as  follows :  I  authorized 
no  one  to  speak  for  myself  or  our  company  at  any  hearing.  I  advised  Mr. 
Wheeler  that  if  he  secured  the  permit  I  would  have  our  people  look  into  his 
proposition  relative  to  the  use  of  a  block  of  100.000  horsepower,  but  at  the  same 
time  advised  him  it  did  not  look  very  promising  on  account  of  the  price  per 
horsepower  offered,  but,  what  was  more  important,  it  was  apparently  too  far 
from  seaboard  for  our  purpose.  The  above  statements  I  will  confirm  to  anyone, 
as  I  insist  upon  our  position  being  made  plain  for  all  concerned."  Signed 
"  E.  M.  Allen,  president  Mathieson  Alkali  Works,  250  Park  Avenue,  New  York 
City." 

Mr.  Kelly.  We  offer  this  in  evidence. 

By  Mr.  Kelly: 

Cross-question.  That  is  the  most  promising  proposition  that  you  had  from  the 
fertilizer  manufacturers  you  told  us  this  morning,  wasn't  it?  Wasn't  that  the 
most  encouraging  one  that  you  had?  And  didn't  you  say  that  you  got  further 
with  that  than  with  any  of  the  others? 

Answer.  I  told  you  that  I  proceeded  further  with  my  negotiations  with  them 
than  I  did  with  anybody  else. 


3734      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Cross-question.  Now,  then,  what  did  you  anticipate  that  you  would  make  out 
of  the  electrical  power  at  Poison  or  the  Flathead  site  other  than  phosphoric 
acid? 

Answer.  The  electric  power. 

End  cross-question. 

Question.  Yes. 

Answer.  Well,  I  am  not  proposing  to  make  anything  there  myself. 

Question.  Well,  or  have  made?  You  are  going  to  have  this  electrical  power 
used  for  electrochemical  operations,  particularly  having  to  do  with  fertilizer, 
are  you  not? 

Answer.  Yes. 

Question.  One  of  the  things  that  you  would  make  would  be  phosphoric  acid 
electrolytically,  wouldn't  it? 

Answer.  Yes. 

Question.  Now,  what  else  were  you  going  to  make  or  have  made?  What  have 
yon  in  mind? 

Answer.  Well,  nitrogen. 

Question.  Nitrogen? 

Answer.  Yes. 

Question.  But  is  there  any  nitrogen  being  made  in  the  United  States  now 
electrolytically? 

Answer.  Why,  I  understand  that  the  Mathieson  Co.  is  making  it  now  at 
Niagara  Falls. 

Question.  Where  do  you  get  that  information? 

Answer.  That  is  in  one  of  its  bulletins  here. 

Question.  How  old  is  this  bulletin  that  it  is  in?  Approximately  how  old 
are  those  bulletins? 

Answer.  It  is  about  the  latest  bulletin  of  the  Fertilizer  Association. 

Question.  1923? 

Answer.  No;  1927,  I  think. 

Question.  Now,  don't  you  know  as  a  matter  of  fact  that  there  has  been  no 
nitrogen  made  electrolytically  in  Niagara  Falls  in  two  years? 

Answer.  No ;  I  do  not. 

Question.  You  do  not? 

Answer.  Mr.  Allen  told  me  that  they  make  it  by  the  electrolysis  of  water. 

Question.  Who  does? 

Answer.  They  do. 

Question.  The  Allen  Co.?    The  Mathieson  Alkali  Co.? 

Answer.  Yes,  sir. 

Question.  That  is  a  by-product  of  some  of  their  other  operations,  isn't  it;  or 
is  it  a  straight  manufacturing  process? 

Answer.  That  he  didn't  tell  me. 

Question.  He  didn't  tell  you  that? 

Answer.  No. 

Question.  So  that  you  have  not  made  a  very  thorough  investigation  as  to 
what  the  present  possibilities  of  making  nitrogen  or  ammonia  electrolytically 
are,  have  you? 

Answer.  Well,  several  of  these  companies  have  put  their  engineers  or  chief 
chemists  or  their  chief  engineers  in  Germany  this  summer,  they  advised  me, 
to  investigate  those  matters. 

Question.  I  ask  you  if  you  are  familiar  with  "  Fixation  of  Atmospheric 
Nitrogen."  by  Ernst,  who  is  in  charge  of  the  nitrogen  fixation  laboratories  in 
Washington? 

Answer.  Is  that  the  book  there? 

Question.  Yes  [handing  a  book  to  the  witness]. 

Answer.  No.     I  don't  think  I  have  seen  that  book  before. 

Question.  Referring  to  this  publication,  which  is  by  Frank  A.  Ernst,  of  the 
Fixed  Nitrogen  Research  Laboratory,  United  States  Department  of  Agriculture, 
published  in  1927,  I  will  read  you  the  following  and  ask  you  if  you  are  advised 
of  that  [reading] : 

"  The  plant  of  the  Mathieson  Alkali  Co.  is  operating  on  hydrogen,  which  is  a 
by-product  from  their  caustic  manufacture.  It  is  not  believed  that  there  will 
be  much,  if  any,  expansion  in  its  production  to  cause  a  favorable  situation  as 
regards  hydrogen  because  that  company  is  there  able  to  produce  " — 

In  other  words,  because  it  was  a  by-product  of  caustic  manufacture  they 
were  able  to  produce  hydrogen  electrolytically. 

Answer.  Well,  I  would  like  to  say,  Mr.  Kelly — — 
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Question.  Just  answer  the  question,  if  you  will. 

Answer.  I  am  answering  it.  All  of  these  companies  are  constantly  changing 
their  methods  of  manufacture.  The  fixation  of  nitrogen  by  air,  or  from  the  air, 
as  I  understand  it.,  is  rather  passe.     The  later  processes  do  not  use  that  method. 

Question.  In  other  words,  the  electrolytic  process  of  the  production  of  nitro- 
gen is  passe,  isn't  it? 

Answ^er.  No. 

Question.  Where  is  it  being  used? 

Answer.  Well,  I  have  just  given  you  an  illustration  in  the  synthetic  nitrogen 
made  from  the  electrolysis  of  water. 

Question.  Where? 

Answer.  At  Niagara  Falls. 

Question.  Of  course,  they  produce  the  nitrogen  in  that  manner  for  baking 
powder  because  it  is  more  pure  than  the  nitrogen  produced  from  the  acid 
process,  and  for  refrigeration;  but,  as  a  matter  of  fact,  for  the  fertilizer 
industry  the  raw  material  that  is  used  in  that  connection  for  the  manufactured 
material  of  ammonia  and  nitrogen  can  be  produced  so  much  more  cheaply  by 
other  processes  than  the  electrolytic  process  that  the  electrolytic  process  is  a 
matter  of  the  past,  isn't  it? 

Answer.  Well,  I  don't  know  that  that  can  be  stated  that  way  from  the 
information  that  I  have.  There  are  changes  taking  place  in  these  processes 
all  the  time  which  change  the  situation.  The  information  that  I  get  from  the 
fertilizer  men  and  from  the  electrochemical  men  is  that  the  whole  industry  is 
going  through  a  complete  revolution  and  that  they  are  developing  new  processes 
so  fast  that  it  is  difficult  to  keep  track  of  them,  and  that  they  have  by  reason 
of  special  investigations  of  their  own  or  special  processes  which  they  control 
different  methods  for  doing  these  things.  There  is  not  apparently  a  standard 
method.    They  all  use  different  methods  and  their  own  methods. 

Question.  Now,  isn't  it  a  fact  that  there  is  just  one  small  plant  in  the  United 
States  to-day  where  ammonia  is  made  electrolytically ;  and  that  is  a  part  of  the 
process  in  connection  with  the  manufacture  of  nitrogen  for  baking  powder? 

Answer.  I  don't  know  that  I  could  answer  that. 

Question.  In  your  investigation  when  you  came  up  here  to  convince  the  com- 
mission that  you  should  get  a  license  or  a  permit,  which  would  ripen  into  a 
license  to  develop  this  power  and  put  it  into  use  where  you  have  a  90  or  95 
per  cent  load  factor  in  the  use  of  it  and  a  highly  efficient  use  of  this  power  site, 
your  principal  objective  was  production  of  fertilizer,  that  is,  ammonia  and 
phosphoric  acid,  was  it  not? 

Answer.  The  production  of  fertilizer  is,  of  course,  one  of  the  very  important 
uses  of  this  power. 

Question.  And  in  your  investigation  and  in  your  conclusion  that  that  was 
important,  you  did  not  determine  as  a  matter  of  practical  production  of  these 
materials  in  the  United  States  that  there  was  not  any  benig  produced  now  ex- 
cept at  one  small  plant? 

Answer.  What  I  did  determine  was  that  the  fertilizer  industries  are  very 
much  interested  in  power  at  this  price  with  the  situation  that  prevails  out  there. 
I  think  they  considered  that  it  was  practical  to  produce  fertilizer,  and  I  based 
my  conclusions  upon  their  conclusion  and  not  upon  my  own. 

Question.  And  this  tremendous  interest  that  was  exhibited  by  the  fertilizer 
industries  you  got  largely  from  Mr.  Allen? 

Answer.  No.    Not  alone. 

Question.  From  how  many  others? 

Answer.  Why,  there  are  about  eight  others  that  are  very  actively  interested 
in  this  matter. 

Question.  None  of  whom  you  care  to  disclose  to  the  commisison? 

Answer.  Well,  I  named  one  other. 

Question.  Swift  &  Co.? 

Answer.  Yes;  Swift  &  Co. 

Question.  What  have  they  done  in  that  connection? 

Answer.  They  are  studying  the  situation  now. 

Question.  They  are  not  manufacturers  of  phosphoric  acid  anywhere,  are  they? 

Answer.  No.    I  think  not. 

Question.  They  would  be  tremendously  interested  in  it  from  the  statement 
that  you  made  that  you  could  produce  it  very  cheaply  at  this  site? 

Answer.  No.  They  are  making  their  own  investigations  on  that,  Mr.  Kelly. 
All  of  these  are  making  their  own  investigations. 
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Question.  Have  you  any  written  reports  from  anybody  who  have  made  in- 
vestigations in  this  territory  out  there  with  reference  to  the  cheap  production  of 
either  phosphoric  acid  or  ammonia  or  nitrogen  by  electric  iwwer  at  the  Flathead? 

Answer.  I  haven't  any  myself. 

Question.  You  haven't  seen  any,  have  you? 

Answer.  Yes. 

Question.  Where? 

Answer.  Well,  as  I  have  explained  before,  I  don't  think  I  care  to  state  where 
I  have  seen  them. 

Question.  Now,  then,  about  70  per  cent  of  the  ammonia  and  nitrogen  pro- 
duced in  the  world  comes  from  Germany  and  is  produced  synthetically,  is  it 
not? 

Answer.  I  couldn't  answer  that  question  without  checking  it  up. 

Question.  Well,  you  testified  yesterday  that  there  were  large  imports  from 
Germany  of  the  fertilizer  products  into  this  country,  didn't  you? 

Answer.  Yes. 

Question.  Is  any  of  that  made  electrically? 

Answer.  I  can  not  tell  you  that. 

Question.  Now,  then,  out  of  six  or  seven  hundred  thousand  tons  of  produc- 
tion of  ammonia  in  the  world  per  annum  only  about  25,000  tons  are  produced 
electrolytically? 

Answer.  Well,  I  haven't  the  figures. 

Question.  Well,  that  is  approximately  correct,  isn't  it? 

Answer.  I  couldn't  tell  you  that. 

Question.  You  don't  know? 

Answer.  No ;  not  without  referring  to  these  reports  and  checking  back. 

Question.  What  is  that? 

Answer.  I  would  have  to  refer  to  these  reports  and  check  back  on  it  in  order 
to  tell  you  that. 

Question.  You  can't  even  make  a  guess?  You  are  here  proposing  to  this 
commission  that  you  are  going  to  make  cheap  ammonia  and  cheap  phosphoric 
acid  at  the  Flathead  site,  but  you  don't  know  whether  or  not,  out  of  six  or 
seven  hundred  thousand  tons  in  the  world,  there  are  only  25,000  tons  produced 
electrolytically? 

Answer.  I  am  not  proposing  to  this  commission  to  make  any  fertilizer  my- 
self at  all. 

Question.  Your  are  proposing  to  have  it  made,  aren't  you?  Isn't  that  your 
market  for  the  power? 

Answer.  I  am  not  going  to  have  it  made.  The  fertilizer  companies  and  the 
electrochemical  companies  are  the  ones  who  are  interested  in  the  matter,  and 
they  have  indicated  to  me  that  it  can  be  done. 

Question.  All  that  you  have  from  any  fertilizer  companies,  so  far  as  prospec- 
tive manufacturers  of  fertilizer  in  this  country  are  concerned,  is  that  they  will 
look  into  your  project,  isn't  it?  Is  not  the  final  word  that  you  have  had  from 
any  of  them  that  they  will  make  an  investigation  to  see  whether  or  not  it  is 
feasible? 

Answer.  They  said  they  would  investigate  the  power  situation,  but  they  said 
they  had  already  made  investigations  with  respect  to  the  other  matters. 

Question.  With  respect  to  what  other  matters? 

Answer.  The  practicability  of  going  on  with  this  projejct. 

Question.  Did  any  of  them  tell  you  that  with  this  $15  power  that  you  propose 
that  they  could  make  phosphoric  acid  cheaper  at  Flathend  than  it  is  being  made 
at  Anaconda? 

Answer.  I  didn't  discuss  that  point  with  them. 

Question.  That  wasn't  important  in  the  question  of  whether  or  not  you  were 
going  to  develop  a  great  fertilizer  industry  in  Montana? 

Answer.  The  character  of  fertilizer  would  be  totally  different  from  that  pro- 
duced at  Anaconda. 

Question.  In  what  way? 

Answer.  It  is  high-analysis  fertilizer. 

Question.  Just  tell  the  commission  now  what  kind  of  product  you  are  goinu: 
to  have  made  or  that  your  clients  are  going  to  make  that  is  going  to  be  higher 
than  the  Anaconda  product  is  now? 

Answer.  It  would  be  what  they  call  a  high-analysis  fertilizer.  It  would 
depend  on  the  companies  that  went  in  there  as  to  just  exactly  wliut  the 
character  of  the  product  that  they  would  make  would  be. 
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Question.  Now,  isn't  it  true  that  the  way  you  make  high-analysis  fertilizer 
is  by  the  application  of  phosphoric  acid  to  the  raw  rock?  That  increases  your 
phosphoric-acid  quality  in  the  rock? 

Answer.  That  is  the  way  you  make  superphosphate? 

Question.  That  is  the  way  you  make  superphosphate?  Well,  that  makes  high- 
analysis  phosphate,  doesn't  it? 

Answer.  Well,  it  doesn't  make  what  I  understand  to  be  high-analysis  fer- 
tilizer completely. 

Question.  All  right.    What  else  are  you  going  to  add? 

Answer.  Well..  I  am  not  going  to  add  anything.  These  other  people  are 
going  to  do  that. 

Question.  What  is  going  to  be  added  that  it  is  going  to  make  this  high- 
analysis  phosphate  at  Poison  that  you  can  not  add  at  Anaconda? 

Answer.  Well,  as  I  have  previously  explained,  they  produce  phosphoric  acid 
by  the  electrolytic  process. 

Question.  Well,  don't  they  produce  it  by  the  acid  process  at  Anaconda? 

Answer.  W^ell,  it  is  an  acidulated  phosphate  that  they  are  making  at 
Anaconda. 

Question.  Don't  you  know  that  at  Anaconda,  in  addition  to  the  fertilizer 
that  they  make,  they  ship  thousands  of  tons  of  phosphoric  acid,  pure  phosphoric 
acid,  from  their  plant  at  Anaconda  that  is  made  by  the  acid  process? 

Answer.  Well,  that  phosphoric  acid  in  quantity  I  don't  know  anything  about. 

Question.  You  don't  know  very  much  about  the  fertilizer  business  as  it 
applies  to  this  project,  do  you,  Mr.  Wheeler? 

Answer.  Well,  I  gathered  my  information  from  the  fertilizer  companies  and 
from  Government  reports. 

Question.  And  you  have  given  the  commission  all  that  you  have  with  ref- 
erence to  the  possibility  of  developing  a  fertilizer  business  at  the  Poison  site? 

Answer.  I  have  stated  to  the  commission  w^hat  the  prospects  were  of  devel- 
oping such  an  industry  there. 

Question.  Do  you  know  what  it  costs  to  make  ammonia  at  Charleston,  W.  Va., 
at  the  Du  Pont  plant? 

Answer.  No ;  I  do  not. 

Question.  It  costs  about  3  cents  a  pound,  does  it  not? 

Answer.  I  can  not  tell  you. 

Question.  Do  you  know  that  the  market  for  ammonia,  by  reason  of  the  cheap 
processes  of  making  it  in  the  last  few  years,  has  been  cut  in  two  and  in  three ; 
that  the  market  price  of  ammonia  has  been  cut  in  two  in  10  years,  cut  in  two 
twice  in  5  years,  as  a  matter  of  fact? 

Answer.  I  understand  that  the  cost  of  producing  it  has  been  very  materially 
reduced  by  changed  processes,  as  I  have  explained.  These  chemical  companies 
are  all  investigating  new  processes  all  the  time  and  developing  new  processes. 

Question.  And  those  new  processes  that  are  used  are  not  electrolytic  processes 
and  would  be  in  competition  with  any  electrolytic  production  that  you  might 
enter  into,  would  they  not? 

Answer.  I  am  sure  that  I  don't  know  why  a  fertilier  company  would  be 
interested  in  cheap  power  unless  they  were  going  to  use  it  for  the  electrolytic 
process.  And  that  is  what  they  have  told  me  that  they  were  planning  to  use — 
electric  process. 

Question.  You  haven't  any  of  them  here*?  This  is  all  hearsay  with  you? 
You  are  only  telling  us  what  somebody  else  has  told  you? 

Answer.  Certainly.  I  am  telling  you  what  the  fertilizer  companies  and  the 
electrochemical  companies  have  told  me. 

Question.  Including  Mr.  Allen? 

Answer.  Yes. 

Question.  Now,  then,  have  you  got  a  copy  of  that  letter  from  Mr.  Prince,  this 
banker  M^ho  recommended  you  financially? 

The  Witness.  Have  you  that,  Mr.  Forbes? 

Mr.  Forbes.  The  only  copy  of  that  is  in  the  commissioner's  files.  The  state- 
ment in  the  letter  is  incorporated  in  my  booklet  report. 

Mr.  Kelly.  I  would  like  to  see  that  letter. 

Mr.  Forbes.  You  will  have  to  ask  the  secretary  of  the  commission  to  pro- 
duce the  files  for  that. 

Mr.  Bonner.  That  will  be  looked  up  for  you. 
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By  Mr.  Kelly: 

Question.  Further  than  this  letter  from  Mr.  Prince  to  the  effect  that  he 
thought  that  you  would  be  able  to  construct  a  plant,  have  you  any  other 
financial  assurance  in  the  matter?    Have  you  got  that  question? 

Answer.  Why,  I  explained  to-day  what  I  had  done  in  that  connection. 

Question.  Well,  you  saw  E.  H.  Rawlins  Co.? 

Answer.  For  one ;  yes. 

Question.  You  testified  to  what  they  told  you.  Did  they  give  you  a  letter  or 
any  written  assurance  that  they  would  finance  the  construction  of  this  plant? 

Answer.  Yes. 

Question.  Did  you  tell  them  that  you  were  going  to  manufacture  fertilizer 
or  have  manufactured  fertilizer  with  this  electric  energy  as  one  of  your 
markets? 

Answer.  Yes. 

Question.  And  they  were  not  fertilizer  people,  any  of  these  financiers? 

Answer.  No. 

Question.  So  that  their  idea  that  they  would  be  able  to  finance  you  was 
based  upon  your  statement  to  them  that  there  would  be  a  market  for  the  powder 
in  the  making  of  fertilizer  in  the  vicinity  of  its  production? 

Answer.  And  other  things. 

Question.  And  other  things?    What  other  things? 

Answer.  Electrochemical  uses  and  electrometallurgical  uses,  paper  and  pulp 
mills,  railroads,  and  the  other  uses  that  are  available  there. 

Question.  And  your  principal  larger  users  of  this  power  was  expected  to  be 
the  manufacturers  of  fertilizers? 

Answer.  And  also  electrometallurgical  users. 

Question.  Well,  where  are  you  going  to  sell  it  to  electrometallurgical  users? 

Answer.  To  metallurgical  companies. 

Question.  From  what  sources  of  supply? 

Answer.  From  the  Flathead  River  power  site. 

Question.  That  is  your  supply  of  electricity.  But  where  were  you  going  to 
get  the  metal? 

Answer.  Well,  these  companies,  like  fertilizer  companies,  make  their  own 
investigations  in  that  respect. 

Question.  Yes ;  but  you  were  now  talking  of  a  banker,  a  financier,  to  whom 
•you  were  conveying  the  idea  that  you  had  a  feasible  proposition  out  here  for 
the  development  of  electrical  energy ;  and  you  were  going  to  use  electricity,  or 
have  it  used ;  and  there  would  be  a  market  for  it  in  your  territory  for  the 
manufacture  of  fertilizer  and  for  the  electrolytic  processes  in  the  reduction  of 
ores.  Now,  I  am  trying  to  find  out  where  the  sources  of  them  are.  We  have 
gone  into  the  fertilizer  part  of  it.  What  ore  were  you  going  to  ship  into  the 
Flathead  oountry  to  be  reduced  electrolytically  or  refined? 

Answer.  Well,  I  was  planning  to  use  resources  that  I  found  in  that  territory. 

Question.  Can  you  tell  the  commission  any  place  where  you  were  going  to  get 
copper  ore  or  zinc  or  lead  or  silver  that  would  be  available  for  use  in  your 
plant  near  this  power  site? 

'Answer.  Well,  there  are  great  quantities  of  those  metals  produced  and  have 
been  produced  in  that  territory  all  around  there. 

Question.  Well,  where,  for  example? 

Answer.  Where?  « 

Question.  Yes. 

Answer.  At  Wallace,  Idaho,  where  they  produce  lead  and  zinc. 

Question.  Well,  they  have  a  plant  there,  haven't  they? 

Answer.  Yes. 

Question.  Do  you  think  they  could  ship  zinc  ore  from  Wallace,  Idaho,  up  to 
Flathead  for  reduction? 

Answer.  I  don't  know  why  they  could  not. 

Question,  There  is  that  electrolytic  zinc  plant  at  Kellogg,  isn't  there? 

Answer.  I  believe  there  is. 

Question.  Isn't  it  cheaper  to  reduce  the  ore  over  there  than  it  would  be  to 
pay  the  freight  rate  on  the  ore  to  the  power  plant? 

Answer.  That  Is  a  matter  of  calculation. 

Question.  That  is  a  matter  of  calculation,  is  it? 

Answer.  Well,  what  would  be  the  cost  per  horsepower  to  transmit  that  power 
to  Anaconda  or  Butte?  You  are  going  to  get  this  $15  a  horsepower  at  the  bus 
l)ar.  What  would  you  have  to  get  if  you  had  to  build  lines  into  Butte  or  Ana- 
conda? 

Answer.  I  haven't  the  exact  distance  to  Anaconda. 
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Question.  Well,  it  would  be  140  or  150  miles.  We  will  say  that  it  is  150 
miles. 

Answer.  Why,  half  a  mil. 

Question.  How  much  is  that  a  horsepower? 

Answer.  Six-tenths  of  a  mil. 

Question.  That  would  cost  about  $8  a  horsepower,  wouldn't  it? 

Answer.  I  think  that  would  be  about  approximately  it. 

Question.  So  that  $8  a  horsepower,  added  to  your  $15  a  horsepower  at  the 
bus  bar,  would  mean  $23  at  Anaconda,  wouldn't  it? 

Answer.  If  you  were  going  to  ship  it  over  to  Anaconda,  yes. 

Question.  Well,  the  present  rate  for  electricity  at  Anaconda  by  the  Montana 
Power  Co.  is  $25 ;  so  you  are  going  to  beat  that  by  $2,  are  you  not? 

Answer.  Well,  you  are  telling  me  that  it  is  $25. 

Question.  If  it  is  $25,  you  are  going  to  beat  it  by  $2,  are  you  not? 

Answer.  Well,  according  to  those  figures. 

Question.  So  that  $15  a  horsepower  at  the  bus  bar,  at  that  plant,  is  an  en- 
tirely different  thing  than  $25  a  horsepower  delivered  over  the  distances  that 
are  required  in  the  areas  concerned ;  that  is,  with  conditions  as  we  have  in 
Montana  and  that  western  country? 

Answer.  Well,  I  don't  know  of  any  reason  why  it  w-ould  have  to  be  trans- 
mitted over  to  Anaconda. 

Question.  You  would  either  have  to  transmit  the  power  to  the  source  of  pro- 
duction of  metal  or  you  would  have  to  ship  the  metal  to  the  power,  wouldn't 
you? 

Answer.  That  is  very  true. 

Question.  And  consequently  the  handicap  depends  upon  whether  it  is  cheaper 
to  pay  the  freight  on  the  ore  or  to  transmit  the  power? 

Answer.  Certainly. 

Question.  Well,  as  a  practical  operation  the  later  reduction  plants  at  Ana- 
conda are  having  their  power  transmitted  from  various  sources  of  power  to 
this  site  at  Anacodna.  Do  you  think  that  if  it  were  cheaper  to  use  the  power 
at  the  source,  they  would  not  ship  the  ore  to  the  power  rather  than  transmit 
the  power  to  the  smelter  where  it  is  reduced? 

Answer.  Well,  I  believe  the  largest  plant  is  in  Great  Falls,  isn't  it? 

Question.  The  larger  zinc  plant ;  not  the  largest  production. 

Answer.  Where  do  they  get  their  zinc  from? 

Question.  From  Butte  and  Anaconda. 

Answer.  They  ship  it  some  three  or  four  hundred  miles. 

Question.  It  is  roasted  in  Anaconda  in  the  smelter. 

Now,  if  you  were  to  roast  the  zinc  ores  in  a  smelter  at  Flathead,  you  would 
have  to  build  a  smelter  in  addition  to  the  electrolytic  plant,  would  you  not? 

Answer.  Whoever  was  going  to  do  it  would ;  yes. 

Question.  So  that  those  are  all  things  that  would  have  to  be  taken  into 
consideration.  But  you  have  not  taken  it  into  consideration  in  your  determina- 
tion of  how  practical  it  was  to  market  this  power  for  metallurgical  purposes, 
have  you? 

Answer.  No;  but  the  metallurgical  companies,  who  are  the  companies  that 
are  considering  that  proposition,  are  taking  that  into  consideration. 

Question.  Who  are  they? 

Answer.  Well,  as  I  have  said,  I  don't  wish  to  disclose  them. 

Question.  You  have  some  metallurgical  companies  that  are  interested  in  this 
power  for  the  reduction  of  metals? 

Answer.  I  have. 

Question.  Where  are  their  mines  located? 

Answer.  I  don't  know  as  I  can  answer  that. 

Question.  You  mean  that  you  don't  want  to  tell  or  that  you  don't  know? 

Answer.  Well,  I  don't  know  where  their  mines  are. 

Question.  You  have  some  prospective  metallurgical  plants  interested  in  this 
power,  but  you  don't  know  where  the  mines  are? 

Answer.  Well,  there  are  many  metallurgical  companies  that  operate  without 
owning  any  mines  whatever.  They  do  a  custom  business,  smelting  and  refining 
ores  which  they  buy  from  various  mining  companies.  There  are  plenty  of 
mines  in  the  vicinity  of  these  power  sites  where  they  have  ore  to  sell. 

Question.  Well,  were  these  manufacturers  of  metal  products,  or  were  you 
talking  to  actual  mine  owners  that  were  interested  in  this  power? 

Answer.  Well,  there  were  both. 

Question.  Both? 

Answer.  Yes. 
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Question.  And  have  you  any  definite  proposals  from  them? 

Answer.  Well,  as  before  stated,  they  have  shown  a  very  keen  interest  in  this 
power  at  $15  a  horsepower  for  metallurgical  purposes. 

Question.  Now,  just  what  do  you  mean  by  "  $15  a  horsepower  "?  Just  explain 
to  the  commission  what  you  assume.  Do  you  assume  that  you  will  sell  all  the 
power  that  you  could  produce  there  at  $15  a  horsepower,  or  just  how  much 
current  will  you  sell  out  of  this  first  unit? 

Answer.  All  the  power? 

Question.  Yes.     How  much  do  you  expect  to  sell  annually,  continuously? 

Answer,  Approximately  a  hundred  thousand  horsepower. 

Question.  At  a  100  per  cent  load  factor? 

Answer.  Well,  pretty  close  to  that. 

Question.  And  that  is  based  upon  the  proposition  that  you  are  going  to  manu- 
facture fertilizer  and  have  these  people  haul  their  ore  to  this  plant  and  build 
their  reduction  plants  around  your  hydroelectric  plant? 

Answer.  Well,  they  would  have  to  locate  the  fertilizer  plant  or  the  metalurgical 
plant  at  the  point  where  a  transportation  of  power  and  a  transportation  of  the 
raw  products  and  transportation  of  the  finished  products  would  prove  most 
advantageous. 

Question.  That  is  not  responsive  to  the  question,  Mr.  Wheeler,  I  submit.  Will 
you  read  that  question  again,  please? 

Secretary  Wilbur.  You  have  it  in  mind.  You  can  state  it  over  again  to 
save  time. 

By  Mr.  Kedlly  : 

Question.  Your  estimate  that  you  have  given  us  of  selling  the  power  is  based 
on  a  100  per  cent  load  factor  and  was  also  based  upon  the  supposition  that 
these  plants  would  be  built  right  in  the  vicinity  of  your  hydroelectric  plant  at 
Poison  or  Flathead,  wasn't  it? 

Answer.  It  was  based  upon  the  assumption  that  they  would  be  located  at  the 
most  advantageous  point. 

Question.  It  wouldn't  make  any  difference  where  they  were  located ;  you  were 
going  to  get  $15  a  horsepower  for  100  iJer  cent  load  factor? 

Answer.  My  understanding  has  been  based  upon  $15  a  horsepower  at  the 
power  house.    • 

Question.  And  a  100  per  cent  load  factor? 

Answer.  Well,  these  companies  have  demanded  a  100  per  cent  load  continuous 
prime  power  24  hours  a  day,  365  days  a  year. 

Question.  Do  you  know  any  power  company  in  the  United  States,  or  in  the 
world,  that  has  a  100  per  cent  load  factor? 

Answer.  Well,  there  are  some  that  get  up  pretty  well  toward  it. 

Question.  Do  you  know  of  any  that  has  a  100  per  cent  load  factor  ? 

Answer.  I  do  not. 

Question.  Do  you  know  of  anyone  in  the  world  that  has  a  90  per  cent  load 
factor? 

Answer.  I  don't  know  that  I  can  name  a  plant  that  has. 

Question.  Do  you  remember  of  one  that  has  an  85  per  cent  load  factor? 

Answer.  I  don't  know  that  I  do. 

Question.  Can  you  name  one  that  has  an  80  per  cent  load  factor? 

Answer.  I  have  not  considered  what  the  other  plants  are  doing,  because  this 
is  a  special  situation. 

Question.  Well,  you  are  the  one  that  is  making  it  special.  You  are  not  going 
to  take  anybody  into  this  field  unless  they  will  take  your  power  at  $15  a  horse- 
power 24  hours  a  day  and  365  days  in  the  year? 

Answer.  That  is  what  they  require. 

Question.  Who  required  that? 

Answer.  That  is  the  proposition  that  I  have  been  talking  about. 

Question.  Mr.  Allen's  company,  for  example? 

Answer.  That  is  what  he  said  he  wanted. 

Question.  If  he  had  a  large  fertilizer  plant  there,  using  a  hundred  thousand 
horsepower,  he  would  have  to  take  thjit  24  hours  a  day  and  365  days  in  the 
year,  whether  the  market  would  take  his  product  or  not?  It  wouldn't  make  any 
difference  if  he  had  a  breakdown  or  a  cessation  of  the  market  or  a  strike  in 
the  mines,  he  would  have  to  buy  the  power  right  through  365  days  a  year  and 
24  hours  a  day?    Is  that  it? 

Answer.  That  is  the  kind  of  proposition  that  he  asked  for. 

Question.  That  is  what  he  asked  for?  These  great  industrial  manufacturers 
in  proposing  to  contract  with  you  for  power  for  24  hours  a  day  365  days  in  the 
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year  made  no  provision  for  strikes  or  lockouts  or  washouts  or  an  act  of  God 
or  cessation  of  production  in  the  mines  or  cessation  of  the  ability  of  the  agricul- 
tural industry  to  buy  their  products;  they  were  going  to  buy  this  juice  from 
you  anyway?     Is  that  right? 

Answer.  All  of  my  negotiations,  as  before  stated,  have  been  based  upon  con- 
tinuous 24-hour  use  365  days  a  year. 

Question.  All  of  your  estimates  that  you  have  given  this  commission  have  been 
based  upon  the  proposition  that  you  could  sell  105,000  or  106,000  horsepower  at 
unit  No.  1  for  365  days  a  year  for  24  hours  a  day?     Is  that  so? 

Answer.  Well,  I  haven't  tried  to  separate  No.  2  from  No.  1 ;  but  that  is  sub- 
stantially it. 

Question.  You  gave  it  for  all  five  units,  didn't  you? 

Answer.  That  is  substantially  it. 

Question.  Your  estimate  which  you  gave  this  commission  and  your  ability  to 
finance  this  proposition  was  based  upon  the  proposition  that  you  could  sell  all 
the  horsepower  that  was  available  24  hours  a  day  365  days  in  the  year  at  this 
price? 

Answer.  It  was  based  upon  the  proposition  that  we  could  realize  $15  a  horse- 
power for  continuous  prime  power. 

Question,  Every  day  in  the  year  and  every  hour  in  the  day  with  no  cessation 
of  buying  at  all?     That  is  true,  isn't  it? 

Answer.  It  was  based  upon  the  proposition  of  $15  a  horsepower. 

Question.  So  that  if  that  is  the  service  that  you  would  be  required  to  give 
to  the  market  that  you  could  get  in  that  country,  a  100  per  cent  load  factor, 
100  per  cent  of  your  production,  for  365  days  in  the  year,  and  you  could  not 
actually  give  that,  then  your  figure  would  not  mean  the  same? 

Answer.  Our  net  return  would  be  reduced  accordingly,  of  course. 

Question.  Yes ;  but  would  your  return  to  the  Indians  be  reduced  also? 

Answer.  No. 

Question.  You  would  pay  them  for  100  per  cent  every  day  whether  you  sold 
it  or  not? 

Answ^er.  They  will  get  paid  for  the  power  that  is  used. 

Question.  In  that  respect  it  is  the  same  proposition  that  the  Montana  Power 
Co.  makes,  isn't  it,  based  on  the  average  power  generated  throughout  the  year? 

Answer.  I  believe  so. 

Question.  So  that  in  that  regard  your  offer  has  no  advantage  over  that  of 
the  Montana  Power  Co.'s  offer? 

Answer.  As  before  stated,  we  w^ould  have  a  larger  use  for  power  than  the 
Montana  Power  Co.,  which  is  a  public-utilities  company,  and  which  has  a 
variety  of  loads  with  high  peaks. 

Question.  So  far  as  the  public  interest  is  concerned  in  the  State  of  Montana, 
Mr.  Wheeler,  you  don't  propose  to  afford  any  power  for  the  pumping  of  water, 
for  irrigation  projects,  for  rural  lighting,  for  developing  small  industries,  such 
as  blacksmith  shops,  automobile  shops,  and  shops  of  all  kinds,  and  other  small 
power  uses?  You  don't  propose  to  provide  any  of  ihixt':  An  a  matter  of  fact, 
if  you  are  to  have  a  100  per  cent  load  factor,  in  order  to  do  that,  you  are  going 
to  bring  in  other  industries ;  and  the  people  that  are  now  living  upon  the 
reservation  and  adjacent  to  this  power  plant  are  not  going  to  get  any  benefit 
from  your  big  operation? 

Answer.  Well,  where  we  are  selling  power  for  other  purposes  we  will  base  our 
rates  upon  the  same  proposition  as  we  would  before;  that  is,  we  would  take 
into  consideration  the  load  factor  and  work  out  a  rate  which  would  return  $15 
a  horsepower. 

Question.  Then  if  you  give  the  same  service  to  the  people  of  Montana  in 
the  same  territory,  you  would  have  the  same  rate  structure  that  the  Montana 
Power  Co.  has,  would  you  not? 

Answer.  We  are  not  planning  to  go  into  the  retail  business. 

Question.  I  didn't  ask  you  that.  I  say  if  you  furnish  the  same  service  to 
the  people  of  Montana  that  the  Montana  Power  Co.  furnishes,  you  would  have 
a  different  rate  structure  than  you  are  talking  about? 

Answer.  Well,  if  we  w^ere  retailing  power,  of  course  we  would  have  to  get 
more  for  retail  power  than  we  do  for  wholesale  power. 

Question.  If  somebody  wants  to  buy  some  of  this  power  at  retail,  they  will 
have  to  pay  more  for  it? 

Answer.  Certainly.  Where  there  is  transmission,  we  have  to  charge  for  th^ 
transmission. 
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Question.  Now,  then,  if  as  a  matter  of  fact  it  should  develop  that  you  were 
unable  to  make  fertilizer  or  have  it  made  by  the  fertilizer  manufacturers  at 
Poison,  you  would  thereby  lose  the  best  market  for  that  power  that  you  have 
other  than  the  mining  industry? 

Answer.  No ;  there  is  a  great  variety  of  uses  set  out  in  your  own  application, 
which  are  just  as  open  to  me  as  they  are  to  you. 

Question.  Have  you  made  any  investigation  since  this  application  was  filed 
as  to  how  available  they  were? 

Answer.  My  investigations  have  mainly  been  with  the  people  who  would  use 
the  power.  Judging  by  their  response  and  interest  I  would  consider  that  they 
were  quite  available. 

Question.  You  are  talking  about  the  fertilizer  business  now? 

Answer.  No,  sir.  I  am  talking  about  the  metal  business,  the  electrometal- 
lurgical  business,  too. 

Question.  But  we  don't  know  who  your  clients  are  on  that  if  you  don't  disclose 
them? 

Answer.  No. 

Question.  Have  you  any  wood  paper  or  pulp  clients  who  are  interested  in 
this? 

Answer.  Not  for  immediate  use. 

Question.  That  is  quite  a  distance  away? 

Answer.  Well,  I  don't  know  how  far  away  it  is.  There  is  a  very  favorable 
situation  there,  but  right  at  the  present  time  the  information  that  I  have 
received  from  the  wood-pulp  manufacturers  is  that  there  is  a  little  oversupply 
in  the  paper  market. 

Mr.  Kelly.  Have  you  found  that  Prince  letter,  Mr.  Bonner? 

Mr.  Bonner.  The  one  that  I  have  found  is  a  part  of  Mr.  Wheeler's  file  and 
can  not  be  furnished  to  you  by  the  commission  except  upon  a  showing  of  public 
necessity  or  with  the  consent  of  the  applicant. 

Answer.  They  introduced  themselves,  so  I  take  it  that 

Mr.  Kelly.  That  is  signed  by  Butler,  and  is  not  the  letter  signed  by  Prince? 

Mr.  Bonner.  Right  under  that. 

Question.  So  far  as  any  written  evidence  of  your  ability  to  finance  is  con- 
cerned, the  only  document  that  is  before  this  commission  is  the  document 
appearing  at  page  46  of  file  868,  I  believe 

Mr.  Bonner.  That  is  right. 

Question  (continuing).  Of  the  files  of  this  commission,  which  is  addressed 
to  Major  Butler,  dated  February,  1928,  which  reads  as  follows : 

"Mr.  Walter  H.  Wheeler  has  shown  me  your  letter  of  February  11  with 
reference  to  his  financial  ability  to  carry  out  the  preliminary  investigations 
for  the  work  covering  five  power  sites  on  the  Flathead  River  at  Poison,  Mont. 
I  have  known  Mr.  Wheeler  for  a  number  of  years.  He  is  a  man  of  excellent 
standing,  ability,  and  integrity,  and  I  believe  he  has  means  of  his  own  which 
would  be  suflSicient  to  do  the  preliminary  work  mentioned,  and,  in  connection 
with  the  people  he  has  interested  with  him,  would  be  fully  able  to  fully 
finance  the  completion  of  the  work  should  license  be  issued  to  him." 

What  information  did  Mr.  Prince  have  upon  which  he  wrote  this  letter? 

Answer.  I  furnished  him  with  all  the  information  I  had  in  connection  with 
this  matter. 

Question.  Did  you  tell  him  about  the  feasibility  of  manufacturing  fertilizer? 

Answer.  No ;  not  at  that  time.  I  hadn't  gone  into  that  at  all.  I  had  arranged 
letters  from  people  who  had  offered  to  finance  the  project. 

Question.  Are  you  willing  to  disclose  to  the  commission  who  they  were? 

Answer.  No ;  I  am  not. 

That  letter  was  sent  to  Mr.  Butler  at  my  request  because  Mr.  Butler  wrote 
to  me — Major  Butler  wrote  me  and  suggested  that  if  I  wished  I  could  submit 
some  evidence  of  my  financial  ability.  At  the  time  that  was  sent  I  advised 
Major  Butler  that  if  any  further  information  was  desired  I  would  be  glad 
to  present  it  to  the  commission,  and  I  have  some  more  information  on  that 
subject  here  which  I  will  be  very  glad  to  submit  if  you  would  like  to  have 
me  do  so. 

Question.  I  haven't  any  objection  to  your  making  your  own  case.  I  was  just 
wondering  what  evidence  you  had  here. 

Answer.  I  haven't  even  read  these  myself,  so  I  don't  know. 
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This  is  from  Mr.  Prince,  of  the  First  National  Bank,  addressed  to  Daniel  R. 
Forbes : 

"  I  have  known  Walter  H.  Wheeler,  engineer  of  this  city,  a  number  of  years. 
His  personal  standing  here  is  excellent.  From  information  furnished  me  by 
him  I  believe  he  will  be  able  to  linance  the  preliminary  work  necessary  to  apply 
for  license.  If  granted  him,  he  will  be  able  to  finance  the  construction  and 
market  the  power. 

''F.  M.  Prince, 
"First  Nat^'^nal  Bank," 

Mr.  Forbes.  If  Mr.  Tyler  will  consent,  I  will  just  put  these  in  as  exhibits  now. 

Mr.  Bonner.  It  won't  be  necessary,  Mr.  Forbes.  It  has  been  read  into  the 
record. 

The  Witness.  Another  telegram  to  Forbes  &  Daniels,  Kellogg  Building: 

"  I  have  gone  into  the  matter  of  the  proposed  water-power  development  on 
Flathead  River,  Mont.,  with  Walter  H.  Wheeler,  engineer  of  this  city,  in  con- 
siderable detail.  I  have  also  discussed  it  with  large  investment  houses.  I  know 
Mr.  Wheeler's  ability  and  reputation  as  an  engineer,  and  it  is  my  opinion  that 
if  the  Federal  Power  Commission  issued  a  preliminary  permit  to  him,  he 
will  have  no  difficulty  in  financing  the  preliminary  work  necessary  to  make 
application  for  a  license,  and  that  he  will  be  able  to  sell  enough  power  to  indus- 
tries at  $15  per  horsepower-year  to  enable  him  to  finance  and  carry  through 
the  development. 

"  C.  A.  Fuller, 
"  Manager  of  the  Bond  Department, 

''Metropolitan  National  Co:' 

Where  is  that  there,  Mr.  Wheeler? 

The  Witness.  Minneapolis.  The  Metropolitan  National  Co.  is  the  Metropoli- 
tan National  Bank  of  Minneapolis. 

Mr.  Russell,  You  did  not  give  the  date  on  that.  Mr.  Brown  calls  my  atten- 
tion to  it. 

The  Witness.  That  is  dated  Minneapolis,  October. 

Here  is  another  telegram  addressed  to  Forbes  &  Daniels,  dated  Minneapolis, 
October  29  : 

"  Mr.  Walter  H.  Wheeler,  who  is  applying  for  Federal  power  permit  and 
license  on  Flathead  River,  has  a  record  for  professional  and  civic  service  in  this 
community  which  satisfies  me  that  he  will  without  doubt  be  able  to  carry  out 
successfully  any  project  which  he  states  he  can  accomplish. 

"William  F.  Kunze,  Mayor:' 

Mr.  Kunze  is  also  a  banker. 

Mr.  Russeix.  With  what  bank  is  he  connected? 

The  Witness.  Marquette  National  Bank. 

Here  is  another  telegram  addressed  to  Forb9s  &  Daniels,  dated  Minneapolis, 
October  29: 

"  I  have  known  Walter  H.  Wheeler,  engineer,  of  this  city,  for  many  years, 
and  know  of  much  of  the  large  engineering  work  which  he  has  handled.  Know- 
ing Mr.  Wheeler  as  I  do,  I  have  no  hesitation  in  stating  that  he  will,  in  my 
opinion,  be  able  to  carry  through  this  project  successfully  should  the  Federal 
Power  Commission  grant  permit  and  license  to  him.  Mr.  Wheeler  is  acknowl- 
edged as  one  of  the  outstanding  leaders  of  the  engineering  profession  in  the 
Northwest,  a  man  of  unquestioned  ability  and  integrity, 

"A.  C.  God  WARD, 
"  Minneapolis,  Committee  Executive  Engineer." 

By  Mr.  Kelly: 

Question.  Now,  your  purpose,  if  you  could  get  a  preliminary  permit  for  this 
site,  is  to  then  go  and  get  your  estimates  and  attempt  to  develop  your  market 
and  to  arrange  for  your  finances? 

Answer.  V\'ell.  I  have  already  done  a  good  deal  of  that  work,  Mr.  Kelly. 
I  have  ffone  a  crreat  deal  farther  than  that, 

I  understand  the  Federal  Power  Commission  rules  and  practice  require,  and 
I  have  made,  a  thorough  canvass  of  the  country  to  develop  a  market,  because 
I  realized  in  the  beginning.  I  think,  as  I  stated  yesterday,  finding  the  marker 
is  the  first  essential  to  the  development  of  the  ix)wer ;  and  I  have  already  madt^ 
estimates  which  apparently  are  higher  than  your  estimates,  so  I  presume  that 
they  are  sufficiently  high  to  enable  me  to  carry  out  the  project  as  I  now  propose, 
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Question.  If  you  could  convince  tlie  bankers  and  financial  men  that  you  can 
sell  this,  power  according  to  your  estimates  and  as  set  up  here,  and  that  you 
could  finance  yourself,  if  as  a  matter  of  fact  the  fertilizor  industry  or  the 
paper-mill  industry  was  not  feasible,  it  would  be  very  doubtful,  wouldn't  it,  us 
10  whether  or  not  you  have  any  basis  for  the  market  of  this  power? 

Answer.  No.  I  have  the  prospective  contracts  for  electrolurgical  purposes, 
which  would  ennble  me  to  develop  site  No.  1. 

Question.  And  that  you  do  not  care  to  disclose? 

Answer.  No,  sir. 

Mr.  Kelly.  That  is  nil. 

Secretary  Wilbur,  Any  other  questions? 

Mr.  Forbes.  Are  there  any  other  contestants  or  parties  in  interest  who  want 
to  cress  examine? 

Mr.  Grorud.  I  would  like  to. 

By  Mr.  Grorud: 

Question.  Mr.  Wheeler,  have  you  filed  your  prelicense  costs? 

Answer.  No ;  I  haven't  filed  any  costs. 

Question.  How  many  sites  did  you  say  you  would  develop  if  you  wer^? 
awarded  the  license? 

Answer.  I  propose  to  develop  all  five  sites  just  as  rapidly  as  possible. 

Question.  W*hat  is  the  capacity  of  the  full  development  of  the  five  sites? 

Answer.  We  have  based  our  estimates  on  214,000  horsepower. 

Question.  You  stated  in  ycur  direct  examination  that  you  first  came  into 
contact  with  me  or  I  first  wrote  you  in  1927.  Is  it  a  fact  that  I  first  com- 
municated with  you  in  1925  or  1926? 

Answer.  Well,  that  might  be  correct,  Mr.  Grorud.  I  couldn't  say  from  my 
recollection  at  this  time. 

Question.  Is  it  a  fact  that  you  mnde  some  inquiry  from  the  department 
that  in  your  judgment  the  Indians  did  not  own  any  power  sites  or  had  not 
anything  to  offer,  and  that  you  would  take  the  matter  up  further  if  condi- 
tions changed? 

Answer.  Yes;  I  think  that  is  correct.  I  think  I  rejected  the  proposition 
when  you  first  called  it  to  my  attention. 

Question.  And  then  in  the  summer  of  1927  you  had  a  letter  from  me? 

Answer:  Yes. 

Question.  I  will  ask  you  if  it  was  the  only  reason  you  submitted  the  matter 
to  the  Indians  that  Major  Reinike  stated  to  you  that  the  matter  must  first  be 
submitted  to  the  Indians? 

Answer.  Y'es.  I  understood  from  my  conversation  with  Mr.  Reinike  that 
that  was  the  first  essential  to  securing  a  permit — w^as  to  arrive  at  an  agree- 
ment for  the  use  of  these  power  sites,  water  rights,  and  so  on,  with  the  Indians. 

Question.  Is  it  a  fact  that  I  showed  you  a  communication  from  the  Secretary 
of  the  Interior;  that  he  suggested  that  if  any  development  be  had  on  the 
Flathead  sites  it  must  first  come  from  the  Indians? 

Answer.  Yes ;  I  think  you  showed  me  that  sort  of  a  communication. 

Question.  And  that  was  contained  in  a  letter  from  the  Secretary  of  the 
Interior  addressed  to  Senator  Frazier  dated  August  29,  1927? 

Answer.  Well,  I  don't  recall  the  date  or  to  whom  it  was  addressed  at  the 
present  time. 

Question.  If  you  and  your  associates  develop  this  power  site,  will  you  bring 
a  new  industry  to  the  State  of  Montana? 

Answer.  That  is  the  plan. 

Question.  And  close  to  the  Indian  reservation? 

Answer.  Yes. 

Mr.  Grorud.  I  think  that  is  all. 

Secretary  Wilbur.  Does  anyone  else  have  any  questions  he  would  like  to  ask 
Mr.  Wheeler? 

By  Mr.  Kelly: 

Question.  Did  you  and  Mr.  Grorud  together  prepare  the  resolution  and  the 
contract  which  you  got  from  the  Indians? 

Answer.  I  never  saw  the  resolution  until  it  came  to  me  with  the  contract. 
The  contract  I  first  wrote  out  myself  in  the  form  I  wanted  to  have  it  in,  sub- 
mitted It  to  Mr.  Grorud,  and  he  requested  or  insisted  upon  some  modifications, 
which  were  made,  and  we  finally  arrived  at  a  contract  which  appeared  to  be 
satisfactory  to  both  of  us. 
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Question.  Who  prepared  the  resolution? 

Answer.  I  don't  know. 

Question.  Who  transmitted  it  to  you? 

•Answer.  It  came  to  me  with  the  contract  from  the  Flathead  interests. 

Question.  From  Mr.  Grorud? 

Answer.  No;  direct  from  the  Flathead  Reservation. 

Secretary  Wilbur.  Are  there  any  other  of  those  present  who  want  to  ask 
Mr.  Wheeler  any  questions? 

Mr.  Forbes.  I  want  to  be  sure  the  cross-examination  is  through  before  I 
start  my  redirect. 

Secretary  Wilbur.  Any  other  cross-examination? 

By  Mr.  Hyde: 

Question.  Mr.  Wheeler,  did  you  tell  us  this  morning  you  expected  to  realize 
a  net  return  of  about  3  per  cent  upon  your  investment? 

Answer.  Yes :  that  is  what  that  figures  out. 

Question.  Will  you  tell  us  what  costs  you  deducted  before  the  figure  was 
reduced  to  that  return  of  3  per  cent? 

Answer.  You  have  the  paper,  I  think — one  of  the  exhibits- 
Mr.  Bonner.  Was  that  one  of  the  exihibits? 

The  Witness.  Yes;  the  financial  set-up  Mr.  Bonner.  I  included  the  lease 
of  the  power  sites — that  is,  payment  to  the  Indians — and  interest  on  the  bond 
issue,  sinking  fund,  operating  expenses,  repairs,  taxes,  insurance,  and  so  forth — 
overhead  expenses. 

Question.  On  what  figure  is  that  3  per  cent  return?    What  is  your  principal? 

Answer.  That  is  based  on  an  investment  of  $18,000,000. 

Question.  What  is  the  difference  between  the  $8,800,000  which  you  quoted 
this  morning  and  the  $18,000,000? 

Answer.  This  is  set  up  on  the  basis  of  the  whole  project. 

Question.  May  I  see  that? 

Answer.  Yes,  sir  [the  witness  handed  a  paper  to  Mr.  Hyde]. 

Question.  What  is  this  sinking  fund  you  set  up?  Is  that  the  amortization 
proposition  to  repay  the  full  cost  of  the  project  within  a  certain  period  of  time? 

Answer.  The   amortization   and   depreciation. 

Question.  What  time  period  would  be  necessary  to  effect  the  amortization? 

Answer.  It  will  be  out  in  50  years. 

Secretary  Wilbur.  Would  you  then  be  in  a  position  to  present  it  to  the 
Indians,  if  you  had  it  all  paid  out? 

The  Witness.  I  haven't  looked  that  far  ahead,  Mr.  Secretary. 

By  Mr.  Hyde: 

Question.  Have  you  figured  any  separate  costs  on  the  No.  1  power  site? 

Answer.  Yes. 

Question.  Are  those  available  yet? 

Answer.  Oh,  you  mean  set  up  like  that? 

Question.  Yes. 

Answer.  No ;  I  haven't  had  time  to  prepare  that  yet. 

Secretary  Wilbur.  All  right,  Mr.  Forbes. 

Mr.  Forbes.  First,  I  would  like  to  have  the  representative  of  the  Federal 
Power  Commission  pick  out  from  this  file,  which  I  understand  is  confidential 
except  for  what  I  have  asked  for,  a  copy  of  the  application  to  the  Rocky 
Mountain  Power  Co.  for  a  preliminary  permit. 

Mr.  Bonner.  You  may  as  well  go  ahead  now  before  the  redirect  starts. 

Secretary  Wilbur.  Do  you  want  to  ask  a  question? 

By  Major  Newcomer: 

Question.  As  I  understand  your  proposition,  you  expect  to  sell  this  100,000 
horsepower  at  a  very  high  load  factor,  approximately  100  per  cent? 

Answer.  Yes. 

Question.  What  use  would  you  make  of  the  water  that  is  in  excess  of  the 
minimum  flow? 

Answer.  You  mean  the  secondary  power? 

Question.  Yes. 

Answer.  Well,  we  would  have  to  make  whatever  use  the  market  would 
permit. 
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Question.  Would  there  be  any  market  for  that  as  you  see  it? 

Answer.  Well,  I  haven't  gone  into  that  phase  very  thoroughly,  Major  New- 
comer, because  I  feid  that  the  first  essential  part  of  it  was  to  sell  the  prime 
power  and  that  the  secondary  power  would  take  care  of  itself  in  time. 

Question.  Actually  there  are  a  good  many  kilowatt-hours  a  year  available 
in  that  site  in  addition  to  that  primary  power  that  you  expected  to  sell,  are 
there  not? 

Answer.  Yes.  Of  course,  if  you  developed  the  full  storage  there  so  you  get 
<?omplete  regulation,  then  you  would  have  continuous  prime  power  throughout 
the  year. 

Question.  But  with  the  regulation  that  you  expect  to  develop  you  anticipate 
about  100.000  horsepower  primary  power? 

Answer.  That  is,  at  the  beginning,  yes;  but  we  are  providing  for  expanding 
that  as  regulations  permit. 

Question.  And  you,  as  far  as  you  see  now,  have  no  market  for  this  additional 
power  that  would  be  available  with  your  extra  50,000  horsepower  installation 
from  water  in  addition  to  that  necessary  for  your  primary  power? 

Answer.  Well,  I  haven't  a  definite  market.  I  thought  some  of  it  could  be 
used  for  pumping  for  irrigation  purposes,  because  that  pumping  would  occur 
at  the  time  of  high  water.  How  much  of  it  could  be  sold  for  that  purpose  I 
don't  know  at  this  time. 

Question.  You  have  no  estimate  on  the  disposition  of  that  additional  power? 

Answer.  Not  a  definite  estimate;  no,  sir. 

Secretary  Wilbiib.  All  right,  Mr.  Forbes. 

Redirect  examination  by  Mr.  Forbes  : 

Question.  I  show  you  the  application  of  the  Rocky  Mountain  Power  Co.  for 
preliminary  permit  dated  January  26,  1921,  which  has  been  produced  upon  a 
motion  by  the  Power  Commission,  and  which,  under  the  arrangement,  is  to  be 
part  of  the  oflSciMl  record  of  the  proceedings,  and  I  ask  you  to  read  from  that 
document,  page  5,  the  proposed  use  or  market  for  the  power  to  be  developed 
by  the  Rocky  Mountain  Power  Co. 

Answer  (reading)  :  "The  proposed  use  or  market  for  the  power  to  be  devel- 
oped is  as  follows : 

"  The  present  market  for  power  in  the  vicinity  of  this  project  is  pretty  well 
?;upplied  by  the  Montana  Power  Co.,  Missoula  Light  &  Water  Co.,  Montana  State 
Power  Commission,  and  the  Mission  Range  Power  Co.  It  is  anticipated,  how- 
ever, that  by  the  time  the  first  unit  of  the  project  is.  developed  the  natural 
growth  of  load  of  these  companies  will  be  such  as  to  exceed  their  present  plant 
capacity.  In  this  event  a  moderate  amount  of  wholesale  power  can  probably  be 
sold  to  these  companies  at  a  cost  to  them  less  than  the  cost  of  developing  addi- 
tional power  independently.  Power  thus  sold  will  be  comparatively  small  in 
amount,  and  the  principal  market  for  that  power  from  this  project  must  be 
newly  developed. 

*'  The  applicant  is  looking  to  the  development  of  a  large  metallurgical  in- 
dustry either  in  close  proximity  to  the  project  or  within  an  easy  transmission 
distance  therefrom.  Such  products  as  electrolytic  zinc,  aluminum,  ferroman- 
ganese,  ferrochrome,  calcium  carbide,  and  alloy  steels  all  require  electric  power 
in  large  quantities  for  their  economical  production.  The  raw  materials  for 
these  products  are  found  within  a  comparatively  short  distance  from  this  proj- 
ect, and  it  is  only  a  matter  of  time  when  one  or  more  of  these  valuable  com- 
modities will  be  produced  on  a  large  scale  in  this  vicinity.  This  has  already 
taken  place  at  Great  Falls  in  the  case  of  electrolytic  zinc  and  ferromanganese. 

"According  to  a  recent  investigation  of  the  United  States  Forest  Service,  there 
is  a  large  growth  of  timber  suitable  for  paper-pulp  production  north  of  Flathead 
Lake.  This  can  be  economically  floated  down  the  Flathead  River  and  its  trib- 
utaries into  the  lake  and  thence  to  a  pulp  mill  built  in  close  proximity  to  the 
project.  Such  a  mill  would  require  about  10.000  horsepower  and  would,  nat- 
urally, f'lk^  power  from  this  project.     The  location " 

Question.  Is  that  the  statement  of  applicant  Wheeler  or  the  statement  of 
applicant  the  Rock  Mountain  Power  Co.? 

Answer.  This  is  the  statement  of  the  Rock  Mountain  Power  Co.  in  their  ap- 
plication for  a  preliminary  permit. 

Question.  And  is  that  statement  sworn  to  by  any  officer  of  the  Rocky  Moun- 
tain I*ower  Co.?    Do  you  object  to  my  assisting  in  finding  the  page? 

Answer.  No. 
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Mr.  Kft.t.v.  I  haven't  any  objection  to  any  part  of  it,  Mr.  Forbes. 
We  admit  that  was  the  statement  made  by  the  Rocky  Mountain  Power  Co.  in 
1921.  eight  years  ago. 

Mr.  Forbes.  Then  I  won't  take  the  time  to  find  it. 

By  Mr.  Foebes  : 

Question.  You  agree  with  the  statement  of  the  Rocky  Mountain  Power  Co. 
with  regard  to  the  possibility  of  developing  a  market  in  the  metallurgical 
industry? 

Mr.  Kelly.  Those  were  our  notions  about  possibilities  eight  years  ago.  Olir 
experience  has  changed  a  lot  of  them  since  then. 

Mr.  Forbes.  I  suggest  that  counsel  take  the  witness  stand  if  he  is  going  to 
testify. 

Mr.  Kelly.  You  asked  me  a  question. 

Mr.  Forbes.  No;  I  am  directing  my  questions  to  the  witness. 

Mr.  Kelly.  Oh,  I  beg  your  pardon.     I  thought  you  were  asking  me. 

Answer.  Yes.     This  conforms  very  closely  with  my  idea  on  those  subjects. 

Question.  Now,  state  whether  or  not  you  feel  confident  in  obtaining  customers 
for  that  power  for  the  uses  named  by  the  Rocky  Mountain  Power  Co.  as  freely 
and  as  quickly  as  the  Rocky  Mountain  Power  Co.  would  be  able  to  get  them. 

Answer.  I  do. 

Question.  State  whether  or  not  you  have  any  reason  to  believe  that  your 
rates  for  wholesale  power  would  be  cheaper  than  the  rates  of  the  Rocky  Moun- 
tain Power  Co. 

Answer.  Yes.     I  have  reason  to  believe  so. 

Question.  Will  you  state  some  of  those  reasons? 

Answer.  Well,  some  of  the  reasons  are  that  in  the  report  of  the  Interstate 
Commerce  Commission  on  the  receivership  of  the  Milwaukee  Railroad  the  rate 
which  the  Montana  Power  Co.  is  charging  to  the  Mihvaukee  Railroad  is  set  out 
as  being  5.36  mills  per  kilowatt-hour. 

Question.  How  would  that  compare  with  the  rate  which  you  propose  to  fix? 

Mr.  Kelly.  Just  a  moment,  plea:-e.  We  object  to  this  line  of  testimony  for 
the  reason  that  the  low  rate  as  proposed  by  the  witness  is  based  upon  this 
100  per  cent  load  factor,  or  near  thereto,  by  reason  of  the  type  of  industry 
which  is  furnishing  it.  Common  sense  will  suggest  that  a  railroad,  such  as  the 
Milwaukee,  pulling  heavy  freight  trains  up  the  side  of  the  Rocky  Mountains, 
will  simply  have  high-peak  loads  and  no  equality  of  load  factor  as  is  contem- 
plated, and  consequently  the  rates  are  not  comparable  at  all.  Long-distance 
transmission  over  440  miles  of  railroad  line  that  is  electrified  through  the 
State  of  Montana  and  eastern  Idaho  makes  it  not  comparable  to  a  .$15  power 
rate  at  the  bus.  bar  at  Flathead ;  so  it  is  not  comparable  at  all. 

Mr.  Forbes.  If  the  chairman  please,  is  the  counsel  admitting  the  relevancy 
of  the  question  or  arguing  the  facts? 

Mr.  Kelly.  I  am  arguing  for  my  objection,  to  the  effect  that  the  question 
is  unfair  and  that  you  might  just  as  well  compare  the  rate  at  the  bus  bar  with 
the  rate  that  the  Government  gets  on  these  lamps  here.  It  is  not  comparable 
at  all. 

Secretary  Wilbur.  Since  the  statement  to  that  effect  is  in  the  record,  we 
might  hear  what  the  witness  has  to  say  about  it. 

Mr.  Forbes.  I  think  he  answered  the  question,  didn't  he? 

By  Mr.  Forbes  : 

Question.  Did  you  complete  your  answer  to  the  question? 

Answer.  Well,  I  gave  the  rate  which 

Question.  I  asked  you  for  several  reasons,  if  you  have  several,  why  you  be- 
lieve your  rates  would  be  lower  than  the  rates  that  would  be  charged  by  the 
Rocky  Mountain  Power  Co. 

Answer.  Well,  this  price  which  was  charged  to  the  Milwaukee  Railroad  is 
one  reason,  and  the  load  factor  is  set  out  in  the  contract  upon  which  the  charge 
is  made,  so  that  the  Montana  Power  Co.  is  getting,  regardless  of  what  the  peaks 
are — they  are  gerting  paid  on  the  basis  of  a  60  per  cent  load  factor  on  that  con- 
tract, and  by  transposing  that  contract  into  the  terms  of  such  a  contract  as  I 
would  propose — the  $15  per  horsepower — it  shows  that  their  rate,  their  whole- 
sale rate  there,  is  very  much  higher  than  my  rate  at  $15  at  the  power  house. 

Question.  Independent  of  any  contracts  the  Montana  Power  Co.  might  now 
have,  and  independent  whether  you  both  have  100  per  cent  load,  or  50  or  60,  or 
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70  per  cent  load,  have  you  any  other  reasons  for  believing  that  your  rates  to  your 
customers  would  be  cheaper  than  the  rates  that  would  be  made  by  the  Rocky 
Mountain  Power  Co.? 

Answer.  No.  Their  capacity  set  up  in  their  financial  statements  as  shown  in 
the  Moody's  and  Poor's  books,  which  we  have  introduced  here,  show  that  they 
have  a  very  high  capitalization  set-up,  something  like  $46,000,000  of  bonds,  and 
forty-nine  or  fifty  million  dollars  of  common  stock  upon  which  they  have  to 
earn  a  return.  Of  couree,  they  have  transmission  lines  included  in  that  invest- 
ment, and  it  is  only  fair  to  state  that  that  capital  charge  covers  the  cost  of 
quite  a  good  many  miles  of  transmission  lines ;  but  it  appears  on  the  face  of  it 
that  there  is  a  very  high  capital  charge  there  which  I  am  not  putting  into  my 
financial  set-up,  and  therefore  I  would  be  able  to  sell  my  power  for  a  consider- 
ably lower  price. 

Question.  Do  you  expect  to  develop  your  project  with  a  large  holding  company 
to  give  you  special  engineering  service  and  the  other  things  that  are  given  to  the 
Montana  Power  Co.  by  the  Electric  Light  Co.? 

Answer.  No ;  that  wasn't  in  my  plan. 

Question.  You  have  mentioned  the  Interstate  Commerce  Commission  report 
of  this  investigation  of  the  Chicago,  Milwaukee  &  St.  Paul  Railway  Co.  Is  this 
the  document  you  referred  to  [showing  a  document  to  the  witness]  ? 

Answer.  Yes. 

Mr.  Wheeler.  I  offer  it  in  evidence  as  Wheeler  Exhibit  No.  20. 

Mr.  Kelly.  To  which  we  object  as  irrelevant  and  immaterial.  If  they  made 
some  investigation  of  the  Milwaukee  Railroad  and  the  Montana  Power  Co.  it 
hasn't  anything  to  do  with  rates  made  up  by  the  Rocky  Mountain  Power  Co. 
if  this  permit  and  license  be  granted  to  them. 

Mr.  Forbes.  I  submit,  Mr.  Chairman,  in  reply  to  that  that  if  you  will  read 
it,  it  shows  the  financial  transactions  that  involve  the  Montana  Power  Co. 
as  the  data  of  the  Rocky  Mountain  Power  Co.,  and  how  a  capital  investment 
has  been  built  up  by  the  owners  fo  this  property,  the  applicant  company ;  and 
I  think  it  will  demonstrate  that  the  public,  both  of  Montana  and  elsewhere, 
might  well  expect  a  much  higher  capital  investment  with  this  applicant,  the 
Rocky  Mountain  Power  Co.,  than  in  the  case  of  my  client. 

Secretary  Welbur.  The  matter  of  the  security  of  the  Rocky  Mountain  Power 
Co.  is  well  understood,  isn't  it? 

Mr.  Kelly.  There  is  no  doubt  about  that;  the  Mountain  Power  Co.  is  and 
will  be  responsible  for  its  fulfillment. 

Secretary  Wilbur.  It  seems  to  me,  under  those  circumstances,  this  evidence 
might  go  in  as  an  exhibit. 

By  Mr  Forbes: 

Question.  Mr.  Wheeler,  in  your  business  life  have  you  found  that,  assuming 
that  there  is  an  equality  of  merchandise  or  commodity,  the  low  price  gets  the 
market? 

Answer.  Always. 

Question.  And  upon  that  experience  would  you  expect  that  if  you  have  a 
lower  price  than  the  Rocky  Mountain  Power  Co.  or  the  Montana  Power  Co., 
your  competitor,  would  have  for  wholesale  power  you  would  get  the  business? 

Answer.  I  certainly  would. 

Question.  Do  you  know  whether  or  not  the  Montana  Power  Co.  is  now  sell- 
ing power  in  wholesale  lot  to  other  power  companies  over  which  it  has  no 
control  or  financial  connection? 

Answer.  Yes ;  I  understand  it  is. 

Question.  Do  you  understand  that  thnt  is  in  the  nature  of  a  sale  of  ]>ower 
to  a  competitor? 

Answer.  Yes. 

Question.  So  that  you  understand  that  the  Montana  Power  Co.  is  able  to  sell 
wholesale  power  to  competitors? 

Answer.  Yes. 

Question.  Would  you  expect  to  have  the  same  ability  to  sell  wholesale  power 
to  competitive  power  concerns  in  that  district? 

Answer.  Yes. 

Question.  Now,  I  refer  to  the  application  for  license  of  the  Rocky  Mountain 
Power  Co.  which  has  already  been  referred  to  and  Is  part  of  the  official  record 
of  this  hearing. 

Mr.  Forbes.  I  ask  the  witness  to  read  paragraph  No.  4  on  page  3. 

Mr.  Kelly.  It  is  already  In  the  record. 
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Mr.  Forbes.  Which  goes  to  the  proposed  use  or  market  for  the  power. 
Mr.  Kelly.  Isn't  that  already  read  in  the  record? 

Mr.  Forbes.  Yes ;  but  I  think  at  this  time  it  might  be  well  to  repeat  it. 
Mr.  Kelly.  We  object  to  it  as  a  repetition.     It  is  already  in  the  record. 
Secretary  Wilbur.  How  long  is  it? 
Mr.  Forbes.  Very  short. 

Secretary  Wilbur.  We  can  stand  it,  I  guess,  then. 

The  Witness.  The  proposed  use  or  market  for  the  power — this  is  page  3e  of 
the  application  for  license. 

By  Mr.  Forbes: 

Question.  That  has  been  identified.     You  can  go  on. 

Answer  (reading)  : 

"  The  proposed  use  or  market  for  the  power  to  be  developed  is  as  follows : 

"  The  power  from  the  project  will  be  used  principally  to  take  care  of  the 
natural  growth  of  load  on  the  Montana  Power  Co.'s  system.  Present  load  on 
this  system  requires  for  its  operation  300,000  horsepower.  A  growth  of  5  per 
cent  per  year  for  the  next 'five  years  will  absorb  practically  the  entire  output  of 
the  project.  In  addition  to  this  power  will  be  supplied  for  irrigation  and 
general  use  on  the  irrigation  projects  near  the  power  project,  and  possibly  in 
the  future  for  railway  electrification  and  the  operation  of  pulp  and  paper 
?nills  when  such  load  develops  within  economical  transmission  distance  of  the 
project." 

Question.  You  understand  that  that  is  the  representation  of  the  Rocky  Moun- 
tain Power  Co.  in  its  application  for  license? 

Answer.  Yes,   sir. 

Question.  For  site  No.  1? 

Answer.  Yes. 

Question.  State  whether  you  do  not  feel  that  you  would  have  the  same  market 
and  the  same  opportunity  of  obtaining  the  customers  that  are  referred  to  there 
by  the  Rocky  Mountain  Power  Co. 

Answer.  I  consider  that  I  would. 

Question.  Would  your  statements  regarding  the  difference  in  rates  that  you 
would  charge  as  compared  with  what  you  believe  the  Rocky  Mountain  Power 
Co,  would  charge  have  anything  to  do  with  your  opportunity  of  gaining  that 
market? 

Answer.  Well,  my  rate,  I  believe,  would  be  lower  for  the  reasons  previously 
stated,  and  consequently  the  customers  would  buy  from  me  in  preference  to 
buying  where  they  had  to  pay  a  higher  price. 

Mr.  Forbes.  I  now  refer  to  the  letter  dated  July  27,  1926,  entitled  "  Comments 
on  the  Letter  of  the  Rocky  Mountain  Power  Co.,  Project  No.  5,"  which  was 
produced  upon  my  motion  by  the  Federal  Power  Commission  and  is  a  part  of  the 
ofiicial  record  of  this  hearing. 

I  might  state  that  this  letter,  along  with  the  other  material  that  has  already 
been  introduced,  shows  that  the  district  engineer  had  recommended  the  approval 
of  the  application  for  a  preliminary  permit  filed  by  the  Rocky  Mountain 
Power  Co. 

I  want  the  witness  to  read  paragraph 

Secretary  Wilbur.  Whom  is  the  letter  signed  by? 

Mr.  Forbes.  W.  J.  Barton,  colonel.  Corps  of  Engineers,  district  engineer, 
transmitted  through  the  Chief  of  Engineers,  United  States  Army,  to  the 
Federal  Power   Commission. 

By  Mr.  Forbes  : 

Question.  I  ask  you  to  read  the  paragraph  numbered  18  on  a  page  which  is 
marked  "  4 "  in  typewriting  and  "  5  "  in  pencil  in  that  document. 

Answer.  "  Preliminary  j)ermit  should  be  for  three  years  in  order  to  give  the 
applicant  time  to  make  surveys,  collect  data  on  stream  flow,  and  perfect  ar- 
rangements for  disposal  of  power." 

Mr.  Kelly.  What  is  the  date  of  that,  please? 

Mr.  Forbes.  The  letter  is  dated  July  27,  1926,  and  was  received  by  the  Fed- 
eral Power  Commission  September  16,  1926. 

By  Mr.  Forbes: 
Question.  State  if  it  is  your  understanding  that  preliminary  permits  issued 
by  the  Federal  Power   Commission   contemplate  a  period   of  time  given  the 
applicant  or  permittee  for  the  purpose  of  developing  markets  for  power. 
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Mr.  Kelly.  To  which  we  object  as  asking  for  a  conclusion  of  this  witness  as 
to  the  meaning  of  the  law  and  the  regulations  of  this  commission. 

Mr.  Forbes.  In  reply  to  that,  sir,  I  wish  to  say  that  on  the  cross-examination 
it  seemed  to  me  that  the  counsel  for  the  Rocky  Mountain  Power  Co.  was 
attempting  to  show  that  this  witness  had  failed  to  produce  evidence  while  still 
an  applicant  for  a  preliminary  permit  which  would  demonstrate  that  he  has 
right  now  in  hand  contracts  for  power.  In  other  words,  the  witness,  according 
to  counsel  for  the  Rocky  Mountain  Power  Co.,  has  been  derelict  in  his  efforts 
to  get  actual  contracts  and  actual  and  financial  aiTangements  made.  I  would 
like  to  ask  this  witness  whether  or  not  he  understood  as  an  applicant  that  he 
had  to  come  before  this  commission  with  that  complete  data,  complete  financial 
set-up,  and  contracts  for  the  sale  of  the  power  which  has  not  yet  been  licensed. 
•  Mr.  Kelly.  If  the  commission  please,  if  the  position  of  counsel  be  sound, 
this  original  application.  No.  5,  of  the  Rocky  Mountain  Power  Co.  was  filed, 
I  think,  in  1921,  and  the  application  of  the  witness  in  1927  or  1928 — 1928  I 
believe.  Now,  then,  if  the  commission  is  going  to  take  the  position  that  every 
applicant  that  files  is  going  to  have  three  years  to  investigate  this,  then  it  is 
entirely  possible  that  to-morrow^  John  Doe  will  tile  an  application  for  this 
power  site  and  he  will  come  in  with  a  lot  of  theories  as  to  what  he  will  be 
able  to  do  with  this  power  site,  and  he  will  want  time  to  investigate  and  he 
will  have  a  hearing  and  have  three  years.  The  result  will  be  that  you  will 
never  get  any  of  these  power  sites  developed.  This  witness,  according  to  his 
own  testimony,  w^as  advised  by  Major  Butler  some  two  years  ago  of  the  neces- 
sity or  requirement  of  furnishing  some  proof  of  his  financial  ability  to  do  these 
things,  and  he  submitted  this  letter  of  Mr.  Prince.  To-day  we  had  some 
telegrams. 

Is  the  commission  going  to  hold  these  power  sites  forever  awaiting  applicants. 
or  is  the  ruling  that  under  the  facts  as  they  exist  he  should  be  here  with  his 
proof  along  with  his  ability  to  pay  in  accordance  with  the  notice  given  by  this 
commission? 

Secretary  Wilbur.  Mr.  Kelly,  do  you  consider  the  witness  has  been  derelict 
in  not  coming  before  us  with  set  contracts? 

Mr.  Kelly.  I  say  it  is  not  for  the  witness  to  construe  the  law  and  regulations 
of  this  commission  as  to  whether  or  not  he  should  have  had  them  here.  That 
is  for  the  commission  to  decide. 

Mr.  Forbes.  Pardon  me.  I  am  not  asking  that  he  construe  the  law  or  the 
regulations,  but  I  am  asking  him  whether  or  not  he  understoo<l  that  as  an 
applicant  he  had  to  come  in  here  with  contracts  for  the  sale  of  the  power, 
and  whether  he  had  to  show  his  bank  balance  or  a  certified  check  to  prove 
that  he  is  able  to  go  on  and  do  the  exploration  work. 

Secretary  Wilbur.  You  object  to  that  being  answered? 

Mr.  Kelly.  I  haven't  any  objection  if  the  witness  wants  to  give  his  opinion 
on  that. 

The  Witness.  No.     I  didn't  understand  that  to  be  the  fact. 

By  Mr   Forbes: 

Question.  Now,  from  the  application  for  license  filed  by  the  Rocky  Mountain 
Power  Co.,  and  this  statement  of  its  intended  use  or  market  for  the  power,  do 
you  understand  that  it  when  applying  for  a  license  and  a  permit  for  site  No.  1 
have  an  actual  immediate  market  for  the  power? 

Answer.  No;  I  understand  they  haven't. 

Question.  In  your  investigation  of  the  possible  market  for  this  power  and 
of  the  project  in  general,  how  much  effort  did  you  make  to  obtain  the  United 
States  engineering  information  and  the  necessary  industrial  information? 

Answer.  Well,  I  have  been  working  on  this  project  since  the  fall  of  1927. 
When  I  first  came  to  Washington,  or  before  I  came  to  Washington,  some  of  the 
data  was  sent  me  pertaining  to  the  project  by  the  attorney  for  the  Indians 
In  order  to  interest  me  in  it  in  the  first  instance.  Then  when  I  came  to  Wash- 
ington in  September  I  called  on  the  various  departments  and  secured  addi- 
tional data,  and  again  when  I  came  here  in  October  or  November  I  collected 
further  data,  spent  several  days  here  on  each  occasion  collecting  the  informa- 
tion which  was  available,  including  a  report  by  someone  whose  name  I  do  not 
remember  now ;  but  I  looked  over  in  the  office — one  of  the  offices  in  the  Interior 
Building — a  rer>ort  on  the  Newell  Tunnel  project.  Tliere  was  quite  considerable 
information  contained  in  the  report  on  the  Newell  Tunnel  project  which  was 
of  Interest  to  me;  and  altogether  I  have  made  6  or  7  or  8  trips  to  Washington 
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in  connection  with  the  project  to  collect  data  at  different  times,  and  I  have 
collected  it  from  every  source  where  I  could  find  it  in  the  different  governmental 
departments. 

Question.  How  many  trips  have  you  made  to  Montana? 

Answer.  I  have  also  made  about  an  equal  number  of  trips  out  to  Montana, 
mostly  in  connection  with  investigating  the  general  situation  surrounding  the 
project,  and  also  spending  quite  a  few  days  on  the  immediate  surroundings  of 
the  project  at  different  times,  at  Garrison,  Kalispell,  Poison,  and  Missoula, 
and  other  points  in  the  immediate  vicinity. 

Question.  You  stated  that  there  are  a  number  of  concerns  and  individuals 
whom  you  had  consulted  in  connection  with  the  possible  sale  of  power  whose 
identity  you  did  not  feel  free  to  announce  at  this  hearing? 

Answer.  Yes,  sir. 

Question.  Will  you  state  to  the  commission  the  reasons  why  you  are  unwill- 
ing to  identify  these  people? 

Answer  Because  my  negotiations  with  them  were  in  process  and  I  haven't 
any  permission  from  them  to  disclose  their  names,  and  I  feel  that  with  the 
competition  that  there  is  on  these  power  sites  that  if  I  disclosed  their  names 
that  pressure  would  be  brought  to  bear  upon  them  by  the  other  parties  to 
cause  them  to  lose  their  interest,  if  possible;  and  some  of  them  have  specifi- 
cally stated  that  they  did  not  wish  to  have  their  names  mentioned  at  this 
hearing. 

Cross-question.  When  you  made  the  statement  regarding  your  interview  with 
Mr.  Allen,  of  the  Mathieson  Alkali  Co.,  did  you  make  that  from  a  written 
memorandum? 

Answer.  To  the  commission? 

Cross-question.  Yes. 

Answer.  Yes. 

Cross-question.  Was  that  your  best  recollection  of  your  conference  with  Mr. 
Allen? 

Answer.  Yes. 

Cross-question.  Why  did  you  put  it  in  memorandum  form  and  read  it  into  the 
record? 

Answer.  Because  I  wish  to  be  very  careful  to  put  down  only  what  I  have 
been  permitted  to  say  and  to  be  sure  to  get  it  in  as  nearly  an  exact  form  as  I 
could  possibly  put  it.  In  my  conversations  with  Mr.  Allen  we  discussed  the 
project  at  great  length,  and  I  do  not  feel  free  to  go  into  those  discussions. 

Cross-question.  Did  you  understand  that  Mr.  Allen  would  not  under  any  cir- 
cumstances indicate  the  intention  or  position  of  his  corporattion  in  writing 
until  you  obtained  the  preliminary  permit? 

Answer.  I  did.  I  asked  Mr.  Allen  if  he  would  be  willing  to  give  me  a  letter 
which  I  could  show  to  the  commission,  and  he  told  me  no,  that  his  experience 
in  doing  that  sort  of  thing  had  been  unsatisfactory.  I  asked  him  if  he  would 
write  a  letter  to  the  commission,  and  he  said,  "  No ;  I  will  not  do  that." 

"  Well,"  I  said,  "  can  the  commission  call  you  on  the  long-distance  telephone 
and  get  confirmation  of  these  facts  from  you  direct?  " 

He  said,  "  Yes ;  you  can  tell  them  that  they  may  do  that." 

Secretary  Wilbur.  How  long  is  it  going  to  take  you,  Mr.  Forbes,  to  finish  with 
the  witness? 

Mr.  Forbes.  I  think  I  am  about  through  now.  My  assistant  is  trying  to  find 
a  statement  by  the  witness  yesterday  that  was  in  the  record.  I  will  do  my  best 
to  remember  what  that  statement  was. 

By  Mr.  Forbes  : 

Cross-question.  It  is  my  recollection  and  belief,  Mr.  Wheeler,  that  yesterday 
I  asked  you  if  you  were  representing  to  this  commission  that  you  had  at  this 
time  any  actual,  immediate  customer  for  any  amount  of  the  power  that  might 
be  developed  at  this  site  or  project.  Do  you  recollect  my  asking  you  that 
question? 

Answer.  I  think  you  asked  me  if  I  had  any  contracts. 

Cross-question.  What  was  your  answer,  please?  I  would  like  to  have  vou 
repeat  it. 

Answer.  I  said  that  I  did  not  have  any  definite  contracts ;  that  I  could  not 
get  any  contracts  with  anybody  without  having  the  permit. 

Mr-  FoBBEa  That  is  all. 
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Secretary  Wilbur.  You  will  be  ready  to-morrow  morning,  Mr.  Kelly? 

Mr,  Kelly.  Yes.     Any  time. 

Mr.  Bonner.  Does  that  finish  his  ease? 

Mr.  Forbes.  No.     We  have  another  witness,  if  the  chairman  please. 

I  would  like  to  have  the  production  of  the  prelicense  costs  and  expenses  that 
I  requested  yesterday,  and  that  was  allowed  by  the  action  of  the  chair. 

Secretary  Wildur.  You  have  another  witness,  then,  to-morrow  morning? 

Mr.  Forbes.  To-morrow  morning. 

Secretary  Wilbur.  Is  10  o'clock  an  agreeable  time? 

Mr.  Kelly.  Any  time  with  me. 

Mr.  Grorud.  May  I  ask  Mr.  Wheeler  one  question? 

Secretary  Wilbur.  I  think  not  at  the  present  time.  We  will  meet  to-morrow 
morning  at  10  o'clock. 

Mr.  Kelly.  I  have  one  suggestion,  Mr.  Secretary. 

We  have  been  trying  to  get  copies  of  these  exhibits.  We  were  promised 
them  this  morning  and  we  haven't  got  the  copies  of  them  as  yet.  They  said 
they  would  furnish  us  copies  of  their  exhibits  they  put  in  here.  I  am  sorry 
to  have  you  detained,  but  we  really  want  to  have  them.  We  haven't  had  an 
opportunity  to  see  them.  We  don't  know  what  is  in  the  record,  and  conse- 
quently we  don't  know  what  we  are  going  to  be  called  upon  to  meet. 

Mr.  Forbes.  Those  things  we  haven't  been  able  to  copy  in  the  short  time  we 
have  been  out  of  the  hearing  room.  There  are  a  number  of  those  exhibits  we 
will  have  to  get  from  the  publishers.  We  can  not  get  them  now.  I  shall  be 
very  glad  to  give  my  consent  that  Mr.  Kelly  be  given  custody  of  those  policies 
and  other  documents  that  we  were  not  able  to  have  copied  and  which  we  will 
have  to  get  from  the  publishers.  Mr.  Kelly  is  an  officer  of  the  court.  I  see  no 
reason  why  he  should  not  be  given  custody  of  them. 

Mr.  Kelly.  We  just  want  to  know  what  is  in  them. 

Mr.  Forbes.  I  am  very  sorry,  but  it  has  been  physically  impossible. 

Secretary  Wilbur.  We  will  let  you  have  them,  Mr.  Kelly. 

Mr.  Forbes.  I  would  like  to  have  access  to  that  prelicense  statement  of  ex- 
penses before  to-morrow  morning's  session,  if  there  is  any  way  to  do  it. 

Mr.  Bonner.  Would  you  like  to  have  them  here  to-morrow  morning  or  would 
you  like  to  examine  them  before  the  session? 

Mr.  Forbes.  I  would  like  to  examine  them  before  the  session. 

Mr.  BonneIr.  Will  it  be  convenient  to  be  at  Major  Newcomer's  office  at  9 
o'clock. 

Mr.  Forbes.  Yes. 

(Whereupon,  at  5.10  o'clock  p.  m.,  the  hearing  was  adjourned  until  10  o'clock 
a.  m.  Wednesday,  October  30,  1929.) 


Washington,  D.  C,  October  30,  1929. 

The  hearing  of  tlie  Federal  Power  Commission  upon  the  applications  of  the 
Kocky  Mountain  Power  Co.  and  Walter  H.  Wheeler,  to  develop  power  on  Flat- 
head Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  office  of  the  Secretary 
of  the  Interior  at  10  o'clock  a.  m.,  pursuant  to  adjournment. 

Present:  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior ;  Hon.  Joseph  M. 
Dixon,  Assistant  Secretary  of  the  Interior ;  Mr.  F.  E.  Bonner,  executive  secre- 
tary Federal  Power  Commission ;  Northcott  Ely,  Esq.,  executive  assistant  to  the 
Secretary  of  the  Interior. 

The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present :  Colonel  Tyler,  chief  engineer ;  Col.  Thad  H.  Brown,  chief  counsel ; 
Mr.  J.  F.  Lawson,  assistant  chief  counsel;  Mr.  Charles  A.  Russell,  solicitor; 
Major  Newcomer,  assistant  engineer;  Mr.  Henshaw,  senior  engineer;  Mr. 
William  V.  King,  chief  accountant. 

Also  present:  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs;  John  K.  Reeves,  Esq.,  attorney  for  the  Indian  Bureau;  B.  E.  Jones, 
Esq.,  United  States  Geological  Survey;  Nelson  A.  Mason,  Esq.,  clerk,  Senate 
Committee  on  Indian  Affairs ;  S.  J.  Flickinger,  Esq.,  Office  of  Indian  Affairs. 

Appearances :  As  heretofore  noted. 

Secretary  Wilbur.  We  will  resume,  Mr.  Wheeler.  Mr.  Grorud  has  a  question 
he  would  like  to  ask  you. 
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Walter  H.  Wheetjer,  one  of  the  applicants  herein,  heretofore  called  in  his 
own  behalf  and  duly  sworn,  resumed  the  stand  for  further  examination,  and 
testified  as  follows : 

Cross-examination  by  Mr.  Grorud: 

Question.  With  reference  to  the  development  of  the  first  site,  would  you  be 
willing — that  is,  if  you  were  awarded  the  first  site — to  let  the  Rocky  Mountain 
Power  Co.  or  any  other  company  develop  the  balance  of  the  sites,  or  would  you 
agree  to  that? 

Answer.  Well,  I  have  only  considered  this  'project  as  one  project,  and  it 
should  all  be  tied  together.    I  would  not  be  interested  in  one  site. 

Question.  In  other  words,  the  first  site  controls  this  stream  or  this  project? 

Answer.  It  controls  the  storage  for  the  other  four  sites. 

Question,  And,  on  the  other  hand,  you  would  not  be  interested  in  the  second, 
third,  or  fourth  site  if  the  first  site  is  awarded  to  some  one  else? 

Answer.  No ;  because  it  is  vital  that  you  have  control  of  the  flow  of  the  river. 

Mr.  Grorud.  I  think  that's  all. 

Secretary  Wilbur,  Have  you  anything  else,  Mr.  Forbes? 

Mr.  Forbes.  No,  sir ;  I  have  closed  my  examination. 

By  Mr.  Bonner  : 

Question.  On  that  same  point,  Mr.  Wheeler,  if  the  license  is  so  written  as  to 
control  the  storage  and  benefit  not  only  the  first  site  alone  but  all  of  the  sites 
below,  including  those  on  down  the  river  beyond  the  reservation,  would  that 
same  objection  of  yours  hold? 

Answer.  Yes,  sir. 

Question.  Why  would  it? 

Answer.  Well,  I  would  not  be  interested  in  the  partial  development  only. 

Question.  That  would  remove  your  objection  regarding  the  control  of  the 
flow^  from  the  lake? 

Answer.  Yes ;  but  we  are  basing  our  calculations  upon  a  214,000  horsepower 
development,  and  we  feel  that  we  have  a  market  for  a  large  part  of  that 
already. 

Question.  In  how  many  years  would  you  expect  to  develop  that  entire  214,000 
horsepower? 

Answer.  Well,  you  are  asking  me  how  many  years  I  expect  to  develop  it. 
As  we  see  it  now,  we  would,  after  license  was  granted,  proceed  right  along 
with  the  full  development. 

Question.  Would  that  214,000  be  primary  power? 

Answer.  Prime  power ;  yes. 

Question.  Based  on  what  amount  of  storage  in  the  lake? 

Answer.  That  is  based  upon  2,893  to  2,875. 

Question,  Which  provides  a  storage  capacity  of  about  1,400,000? 

Answer.  No. 

Question.  How  much? 

Answer.  Over  2,000,000. 

Question.  l"ou  said  controlling  between  2,893  down  to  2,882. 

Answer.  Seventy-five. 

Question.  Does  your  estimate  in  exhibits  provide  for  controlling  the  lake 
down  to  75?  I  think  you  have  provided  about  $100,000  for  dredging.  As  I 
understand  it,  considerable  dredging  will  be  needed  to  permit  draw  down  to  75. 

Answer  (after  examining  a  paper).  Here  is  a  statement  that  I  have  in  here 
of  the  figures.  The  figures  have  been  based  upon  a  minimum  discharge  90  per 
cent  of  the  time  of  1,400,000  acre-feet  of  the  usable  storage,  but  then  I  go  on 
to  state :  "  However,  by  dredging  the  outlet  of  the  lake  the  water  can  be 
lowered  to  elevation  2875,  and  thus  increase  the  storage  available  by  regulation 
between  2875  and  2893  to  approximately  2,200,000  acre-feet.  It  will  be  very 
desirable  to  dredge  the  outlet  of  the  lake  as  a  safeguard  against  a  shortage 
of  water.  According  to  the  stream  gagings  kept  by  the  United  States  Geo- 
logical Survey,  there  is  only  one  year  between  1908  and  1928  in  which  regulation 
of  Flathead  Lake  between  elevations  2882  and  2893  would  not  have  been  sufll- 
cient  to  maintain  a  minimum  flow  of  6,000  second-feet  in  the  river.  In  1919 
and  1920  it  would  have  been  necessary  to  withdraw  1,927,000  acre-feet  from 
the  lake  to  maintain  the  2,000  second-feet  minimum  flow.  The  low  stage  m 
the  lake  would  have  been  reached  in  the  month  of  April,  and  the  lake  wou'd 
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have  been  back  to  elevation  2883  by  the  1st  of  June  and  the  reservoir  would 
have  been  filled  before  the  1st  of  July." 

Question.  Is  that  item  that  you  have  in  that  same  exhibit  covering  the  cost 
of  dredging — does  that  provide  sufficient  dredging  to  allow  the  lake  to  be  drawn 
down  to  2882? 

Answer.  As  we  have  estimated  it ;  yes. 

Question.  Including  protection  of  all  navigation  and  riparian  rights  along 
the  lakes? 

Answer.  As  we  understand  it,  there  would  not  be  very  much  navigation  at 
the  season  of  the  year  when  the  lake  would  be  the  lowest. 

Question.  Would  that  expenditure  provide  for  complete  navigation  as  would 
be  possible  at  elevation  2883? 

Answer.  Just  what  do  you  mean  by  **  complete  navigation  "  ?  There  is  one 
steamer  running  on  the  lake  now,  one  small  steamer 

Question.  Well,  I  understand  also  that  there  are 

Answer  (continuing).  Which  runs  in  the  summer  season. 

■Question  (continuing).  That  there  are  a  large  number  of  pleasure  craft 
-which  run  back  and  forth  across  the  lake  from  various  points  on  the  lake 
shore. 

Answer.  Well,  those  are  in  the  summer  season,  are  they  not? 

Question.  I  would  imagine  that  that  use  would  not  extend  very  far  in  the 
fall,  but  it  would  extend  into  the  period  during  which  the  draft  on  the  storage 
as  being  made. 

Answer.  Well,  does  it  extend  as  early  as  April? 

Question.  I  don't  know  whether  it  does. 

Answer.  I  don't  think  so. 

Mr.  ScATTERGOOD.  Do  your  estimates  include  anything  for  dredging  the  harbor 
at  Poison  in  case  you  should  lower  the  lake  to  2875  ? 

Answer.  We  included  $100,000  for  the  purpose  of  dredging,  and  we  thought, 
from  the  information  that  we  had,  that  that  would  be  sufficient  to  do  all  the 
dredging  necessary. 

By  Mr.  Bonner: 

Question.  There  is  one  other  point,  Mr.  W^heeler,  that  I  think  it  would  be 
desirable  to  clear  up  for  the  benefit  of  all  these  power  estimates.  It  is  desirable, 
of  course,  that  they  be  based,  from  the  commission's  standpoint,  on  the  same 
units.  I  wanted  to  ask  you  what  over-all  efficiency  you  used  in  estimating 
that  power,  using  the  6,000  second-foot  minimum  flow? 

Answer.  Ninety  per  cent. 

Question.  It  appears  that,  using  the  6,000-foot  draft  and  the  head  you  have 
given  for  site  1 — let  me  correct  that,  please — the  entire  head  provided.  I  think, 
an  average  static  of  357  feet,  but  you  have  used  an  over-all  efficiency  at  the 
plant  of  70  per  cent.     Is  that  correct? 

Answer.  Ninety  per  cent  over-all  efficiency.     Generating  efficiency,  you  mean? 

Question.  Over-all  efficiency  against  the  static  head,  including  your  entrance 
losses,  terminal  losses,  generator  losses,  and  everything  else. 

Answer.  Ninety  per  cent  over-all  efficiency. 

Question.  You  think  it  is  possible  to  construct  a  plant  to  get  that  in  average 
operating  under  average  operating  conditions? 

Answer.  That  is  what  I  understand  is  being  secured  by  the  most  modern  type 
of  installation,  such  as  the  AUis-Chalmers  Co.  have  based  their  estimates  to 
me  upon. 

Question.  Against  gross  static  head  or  against  effective  head? 

Answer.  Effective  head. 

Question.  And  the  figures  you  have  given  there  are  the  average  static  head, 
not  the  effective  head? 

Answer,  I  think  my  figures  are  based  upon  effective  head. 

Question.  The  statement  regarding  the  average  static  heads  available  I  think 
are  given  on  page  3  or  4.     The  total  for  the  five  sites  is  357  feet. 

Answer,  The  probable  average  static  head  is  175  feet  at  site  No.  1. 

Question.  Are  those  the  heads  against  which  y'ou  figured  the  90  per  cent 
efficiency? 

Answer.  Well,  that  is  the  head  on  which  I  based  my  figures. 

Mr.  Bonner.  I  think  that  is  all,  Mr.  Secretary. 

Secretary  Wilbur.  Is  there  anything  else?    Have  you  some  other  witness? 

Mr.  Forbes.  I  have  some  telegrams  here  regarding  Mr.  Wheeler's  financial 
ability  to  proceed  with  the  project,  and  if  it  is  not  out  of  order  I  wo\ild  like 
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to  have  him  read  them  into  the  record  [handing  some  telegrams  to  the  witness]. 
And,  Mr.  Wheeler,  in  reading  those  will  you  state  the  city  from  which  the  wires 
have  come  and  describe  the  sender? 

The  Witness.  This  is  a  wire  addressed  to  Forbes  &  Daniels,  from  Minne- 
apolis, Minn.,  dated  October  29: 

"  Mr.  Walter  H.  AVheeler,  who,  I  understand,  is  applying  for  certain  Federal 
power  permits  in  Montana  has  in  past  years  been  associated  with  us  in  a 
capacity  of  consulting  engineer,  and  I  do  not  hesitate  to  assert  as  my  opinion 
that  he  is  competent  to  carry  out  this  project  which  is  now  under  consideration. 

"  Joseph  Chapman." 

Joseph  Chapman  is  one  of  the  most  prominent  business  men  in  Minneapolis. 
He  is  president  of  the  L.  S.  Donaldson  Co.,  president  of  the  Hennepin  County 
Good  Roads  Association,  director  of  the  Northwestern  National  Bank,  second 
largest  bank  in  the  Northwest.  He  is  a  director  of  the  Great  Northern  Rail- 
road, a  director  of  the  Northwestern  National  Life  Insurance  Co.,  and  identified 
with  many  other  large  business  enterprises. 

This  is  dated  October  29,  Minneapolis,  Minn.,  a  telegram  addressed  to  Forbes 
&  Daniels : 

"  I  have  known  Mr.  Walter  H.  Wheeler,  who  I  understand  has  an  application 
pending  covering  a  proposal  to  develop  the  Flathead  River  power  project  for  a 
number  of  years.  Mr.  Wheeler's  record  of  accomplishment,  civic  and  profes- 
sional, give  me  utmost  confidence  in  his  ability,  honesty,  and  integrity. 

"A.  R.  Rogers." 

Mr.  Rogers  is  a  past  president  of  the  Minneapolis  Civic  and  Commerce  Asso- 
ciation, president  of  the  Rogers  Lumber  Co.,  a  director  of  the  Northwestern. 
National  Bank,  and  is  now  chairman  of  the  Minneapolis  committee,  whose  main 
object  is  to  investigate  industrial  possibilities  in  Minneapolis  and  the  Northwest, 
and  situations  for  favorable  industrial  development. 

Another  telegram  addressed  to  Forbes  &  Daniels,  from  Minneapolis,  Minn.,, 
dated  October  29 : 

"  Having  been  personally  acquainted  with  Mr.  Walter  H.  Wheeler,  consulting 
engineer  of  Minneapolis  and  associated  with  him  on  public  works  for  a  period 
of  a  good  many  years,  I  can  without  reservation  express  my  belief  in  his 
ability  to  complete  satisfactorily  Flathead  River  power  project  for  which  he  is 
now  requesting  a  permit.  Close  association  with  Mr.  Wheeler  has  demonstrated 
his  integrity  and  ability  in  addition  to  that  he  has  the  confidence  and  support 
of  the  community. 

"  Orviulb  Johnson." 

Mr.  Johnson  is  the  secretary  of  the  Hennepin  County  Good  Roads  Association^ 
which  is  composed  of  the  leading  business  men  of  Minneapolis,  and  which 
sponsored  and — well,  sponsored  the  Fort  Snelling-Mendota  bridge  project  and 
other  similar  projects. 

Telegram  from  Minneapolis,  Minn.,  October  29,  addressed  to  Forbes  & 
Daniels : 

"Walter  H.  Wheeler  considered  engineer  highest  standards;  enjoys  enviable 
record  here. 

"Minneapolis  Civic  and  Commerce  Association." 

Mr.  Forbes.  I  have  two  maps  that  I  would  like  to  offer  now  as  part  of  the 
data  from  which  Mr.  Wheeler  made  his  estimate. 

Will  you  describe  this  map  I  show  you  [presenting  a  map]  ? 

Answer.  Both  of  these  sheets  are  sheets  showing  topographic  surveys 

Mr.  Russell  (interposing).  Just  a  moment,  Mr.  Forbes.  Would  you  mind 
having  it  marked  for  identification,  so  that  when  he  says  "  this  map,"  we  will 
know  what  number  he  is  talking  about.  Mark  it  for  identification  before  he 
begins  his  description. 

Mr.  Bonner.  It  is  not  necessary,  Mr.  Russell,  because  they  are  ofllcial 
publications. 

Mr.  Russell.  But  there  might  be  different  oflScial  publications. 

Mr.  Bonner.  Identify  them  by  titles. 

Mr.  Forbes.  I  was  going  to  have  him  identify  each  map  by  title  and  ask 
that  it  be  made  part  of  the  hearing  by  reference. 

Mr.  Bonner.  That  is  all  right. 

Answer.  This  map  is  one  of  two  made  by  the  United  States  Geological 
Survey,  showing  the  topography  of  the  north  end  of  Flathead  Lake,  and  the 
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contour  lines,  for  the  purpose  of  showing  the  amount  of  land  that  would  be 
overflowed  at  the  north  end  of  the  lake. 

By  Mr.  Forbes  : 

Question.  Please  identify  the  map  by  number. 

Answer.  This  map  is  entitled  "  Topographic  map  of  Flathead  Lake  project, 
Montana,  Flathead  County,  townships  27  and  28  north,  ranges  20  and  21 
west ;  and  township  26  north,  range  20  west,  south  half."  It  is  dated,  surveyed 
in  1928.  edition  of  1929. 

Question.  Now,  will  you  identify  this  second  map  [presenting  another  map]  ? 

Answer.  The  second  map  is  identified  as  "  Topographic  map  of  Flathead  Lake 
project,  Montana,  Flathead  County,  townships  27  and  28  north,  ranges  20  and  21 
west;  and  township  26  north,  range  20  west,  north  half,  surveyed  in  1928. 
Edition  of  1929." 

Mr.  Forbes.  I  ask  that  both  of  these  maps  be  made  part  of  the  official 
records  of  this  hearing  by  reference. 

Secretary  Wilbuk.  It  is  so  ordered. 

Mr.  Forbes.  If  the  chairman  please,  for  the  purpose  of  answering  a  ques- 
tion that  was  brought  up  yesterday — that  is,  whether  or  not  the  Mathiesou 
Alkali  Works  at  present  or  during  the  year  1929  manufactured  synthetic  am- 
monia at  the  Niagara  Falls  plant,  and  for  that  purpose  only — I  am  offering 
this  letter,  which  I  will  ask  the  witness 

Mr.  Kelly  (interposing).  May  we  see  it,  please? 

Mr.  FoKBES.  Certainly  [handing  the  letter  to  Mr.  Kelly]. 

Mr.  Kelly.  We  object  to  this,  if  the  commission  please,  on  the  ground  that 
it  does  not  appear  that  the  synthetic  ammonia  at  Niagara  is  being  made 
electrolytically.  I  understand  that  ammonia  is  being  made  there,  but  it  does 
not  appear  from  this  letter  that  it  is  being  made  electrolytically.  and  on  that 
ground  we  object  to  it  as  irrelevant  and  immaterial ;  further,  upon  the  ground 
that  it  is  hearsay,  of  course,  as  all  of  this  is.  I  don't  know  what  the  rule  of 
the  commission  is  on  that. 

Secretary  Wilbur.  I  think  that  what  you  say  is  quite  true,  but  I  s;  e  no 
'Objection  to  it  going  in  after  your  comment.  We  are  admitting  a  certain 
:jimount  of  evidence  of  hearsay  type,  but  it  will  be  weighed  in  accordan<'e 
with  that  fact. 

By  Mr.  Forres  : 

Question.  Will  you  identify  the  letter  by  date  and  the  person  from  whom 
you  received  it? 

Answtr.  This  letter  is  written  on  the  letterhead  of  the  Mathieson  Alkali 
Works  (Inc),  250  Park  Avenue,  New  York,  dated  August  15.  1929,  office  of 
the  president,  and  signed  "  E.  M.  Allen,  President."  It  is  addressed  to  me  at 
1000  Metropolitan  Life  Building,  Minneapolis,  Minn. 

Mr.  Forbes.  I  offer  it  as  Wheeler  Exhibit  No.  21.     Copies  will  be  furnished. 

By  Mr.  Russell: 

Question.  Mr.  Wheeler,  I  believe  you  said,  either  yesterday  or  the  day  before, 
that  it  was  your  purpose  to  issue  stock  of  this  company  in  the  nature  of  non- 
par stock  to  the  extent  of  $200,000? 

Answer.  Two  hundred  thousand  shares. 

Question.  Yes.  Now,  is  that  stock  to  be  used  as  a  bonus  in  any  way,  or  is  it 
to  be  sold? 

Answer.  Well,  I  don't  know  as  I  get  the  import  of  your  question. 

Question.  What  use  are  you  going  to  make  of  the  issue  of  200,000  shares  of 
nonpar  stock? 

Answer.  I  expect  to  sell  it. 

Question.  How  are  you  going  to  fix  the  par  value  of  it? 

Answer.  The  par  value  would  be  based  upon  the  earnings  of  the  company, 
as  set  up  in  the  financial  statement. 

Question.  Well,  if  you  sell  the  stock  you  have  got  to  determine  at  what  price 
you  are  going  to  sell  it  at. 

Answer.  That  is  right. 

Question.  And  my  question  is.  Do  you  base  your  price,  or  will  you  base  your 
price,  upon  the  actual  legitimate  cost  of  the  construction  of  the  project,  or  are 
vou  to  use  some  other  basis  for  determining  the  price  of  this  nonpar  stock? 
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Answer.  Well,  the  price  that  I  have  in  mind  would  be  based  upon  actual 
cost  of  construction. 

Question.  And  the  sale  of  that  stock  would  be  for  the  purpose  of  financing 
the  construction? 

Answer,  Yes,  sir. 

Question,  And  would  constitute  a  part  of  the  capitalization  of  the  project? 

Answer,  Yes,  sir. 

Question.  Is  there  any  other  suggestion  in  any  of  your  estimates  or  in  your 
program  here  that  indicates  a  purpose  to  issue  any  stock  or  bonds  or  securities 
of  any  character  in  the  nature  of  a  bonus  to  purchasers  of  the  stock  or  securi- 
ties? 

Answer,  I  hadn't  any  plan  at  the  present  time  to  issue  bonus  stock. 

Question,  That  is  what  I  asked  you.  That  has  not  been  involved  in  any  way 
in  the  preparation  of  your  study  here? 

Answer.  I  did  not  have  that  in  mind. 

Question.  That  is  what  I  w^anted  to  know.     That  is  all. 

Secretary  Wilbur.  Is  there  anything  else? 

By  Mr.  Mason  : 

Question,  What  expression  have  you  had  from  the  Indians  as  to  the  desira- 
bility of  your  proposal? 

Answer,  I  have  always  understood  that  the  Indians  preferred  my  proposal  to 
the  other  proposal. 

Question,  Have  they  given  any  particular  reason  for  that? 

Answer.  Well,  they  set  that  out  pretty  clearly  in  the  resolution  which  they 
passed  at  their  meeting  in  November,  1927,  when  they  approved  my  contract. 

By  Mr.  Scattergood  : 

Question,  I  would  like  to  ask,  Mr,  Wheeler,  did  you  furnish,  or  can  you  fur- 
nish, the  paper,  the  presentation  of  your  estimate  for  site  No,  1,  that  we  spoke 
about  yesterday? 

Answer,  I  haven't  had  time  to  prepare  that  yet,  but  I  will  prepare  it  before 
the  hearing  is  over. 

Question,  I  wanted  to  ask  you  whether  I  am  correct  in  the  understanding 
that  you  are  calculating  in  site  No,  1  on  a  105,000  continuous  prime  power  in 
horsepower? 

Answer.  Yes,  sir. 

Question,  Is  that  comparable  with  the  figure  in  the  Rocky  Mountain  applica- 
tion  to  their  calculation  of  80,000? 

Answer,  Yes,  sir. 

Question,  Will  you,  for  our  information,  tell  us  the  factors  upon  which  the 
two  different  bases  of  calculation  rest  in  the  respective  figures? 

Answer,  Well,  the  factor  is  based  upon  a  higher  use  for  the  power  entirely, 
by  reason  of  an  electrochemical  and  electrometallurgical  load. 

Question.  Is  the  load  factor  the  only  difference  between  the  two  calculations? 

Answer,  Well,  what  a  civil  engineer,  or  what  I  call  the  "  load  factor,"  possibly 
a  power  engineer  would  not  call  the  "  load  factor."  Perhaps  it  is  better  de- 
scribed as  "  load  use  "  or  "  power  use," 

Question.  Are  you  working  with  the  same  amount  of  stream  flow  in  the  two 
calculations? 
,   Answer,  Six  thousand  cubic  feet  a  second. 

Question.  I  suppose  we  will  hear  from  the  other  parties  as  to  what  they  base 
their  calculations  on. 

Answer,  That  is  what  their  application  shows  they  are  considering,  I  believe. 

Question,  Are  there  any  other  factors  that  would  enter  into  the  situation  in 
the  calculation  of  the  two  respective  figures? 

Answer,  It  would  be  entirely  the  higher  use  of  the  power,  more  continuous 
use  of  it. 

Question.  What  would  be  your  estimate,  then,  of  the  kilowatt-hours  that 
would  be  developed  in  your  plan  in  site  No.  1? 

Answer,  Kilowatt-hours? 

Question,  Will  you  take  the  full  amount  of  the  kilowatt-hours.  8.760.  and 
multiply  that  by  the  capacity  in  kilowatts,  converted  from  105,000  horsepower? 

Answer.  That  would  be  the  basis.  Now,  as  I  stated  yesterday,  it  is  the  plan 
to  use  surplus  water  or  waste  water  at  the  time  of  high  water  for  pumping 
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purposes  for  irrigation,  for  which  I  did  understand  there  is  quite  a  market,  and 
a  growing  market. 

By  Mr.  Jones: 

Question.  I  was  going  to  ask  if  you  would  sell  this  power  on  the  basis  of  so 
many  dollars  a  horsepower-year,  contract  to  deliver? 

Answer.  Well,  large  contracts  for  the  sale  of  power  in  wholesale  quantities, 
such  as  this  contract  that  I  have  been  discussing  here  with  the  Mathieson 
Alkali  Co.  are  ordinarily  based  upon  a  flat  charge  of  so  much  a  horsepower-year, 
regardless  of  whether  they  use  all  of  that  power  or  not,  but  they  have  a  very 
high  load  factor  in  their  industry,  and  they  would  use  most  of  that  power. 

Question.  Well,  your  payment  to  the  Indians  would  be  based  upon  the  power 
actually  consumed  by  these  Industries? 

Answer.  On  the  power  actually  used ;  yes,  sir. 

Question.  Then  if  their  utilization  factor  were  less  than  100  per  cent,  the 
payment  to  the  Indians  would  be  less  than  that  set  up  in  the  estimate? 

Answer.  But  the  sale  of  secondary  power  would,  to  a  certain  extent,  offset 
that. 

Question.  Then  you  think  you  could  use  some  secondary  power? 

Answer.  Yes,  sir ;  although  we  have  not  gone  into"  that  very  much  in  detail 
as  yet. 

Question.  You  could  not  make  any  estimate  as  to  the  amount  of  secondary 
power  that  could  be  used? 

Answer.  One  basis  for  the  estimate  would  be  that  the  irrigation  district  has 
already  asked  for  5,000  horsepower. 

Question.  In  the  case  of  a  very  dry  year,  would  it  be  possible  to  shut  down 
these  industries  for  a  month? 

Answer.  Yes. 

Question.  Or  part  of  them? 

Answer.  They  can  be  shut  down,  although  it  is  quite  expensive  to  do  so. 

Question.  Then  you  would  estimate  that  you  w^ould  be  able  to  use  the  average 
minimum  flow  rather  than  the  actual  minimum  for  a  long-time  period? 

Answer.  According  to  all  the  figures  that  are  available  to  us  now  on  stream 
flow,  if  we  can  draw  the  lake  down  to  near  2,875  we  will  be  assured  of  6,000 
cubic  feet  a  second  all  the  time. 

Question.  And  if  you  were  not  able  to  do  that  in  a  very  dry  year,  you  think 
you  could  shut  down  the  industry  for  a  month? 

Answer.  That  is  my  understanding  of  it,  from  discussion  with  the  industries. 

By  Mr.  Scattergood: 

Question.  Are  there  any  other  outlets  that  you  might  sell  the  secondary 
power  to,  to  other  public-service  companies? 

Answer.  There  are  other  public-service  companies  in  the  vicinity. 

Question.  They  would  probably,  so  far  as  you  know,  have  a  demand  for  such 
power  as  you  might  sell? 

Answer.  Well,  they  have  a  demand  for  power,  and  they  have  indicated  to  me 
that  if  I  go  ahead  with  this  project  they  wish  to  purchase  power. 

Mr.  Kelly.  Secondary  power? 

By  Mr.  Scattergood: 

Question.  Would  you  be  willing  to. enlarge  on  that  sind  state  who  the  parties 
are,  so  that  we  may  have  for  the  benefit  of  the  record  the  facts  in  the  case? 

Answer.  I  can  put  in  this  letter  from  the  Mountain  States  Power  Co.,  which 
is  controlled  by  the  H.  N.  Bylsby  Co.,  which  has  quite  a  large  power  system  on 
the  Pacific  coast,  and  part  of  that  power  system  is  in  northwestern  Montana 
and  northern  Idaho.    If  you  wish,  I  will  read  the  letter. 

Question.  I  would  like  to  have  it. 

Answer.  It  is  dated  Albany,  Oreg.,  September  25,  1929.  In  offering  power  to 
the  Bylsby  Co.  I  would  like  to  state  that  it  was  offered  on  the  basis  of  a  quarter 
of  a  cent  a  kilowatt  for  continuous  prime  power,  a  quarter  of  a  cent  a  kilowatt- 
hour: 

"Reference  is  made  to  your  letter  of  September  18,  addressed  to  our  com- 
pany to  Mr.  McDonald,  Kalispell,  Mont.,  making  inquiry  as  to  our  interest  in 
a  proposition  to  purchase  energy  from  a  proposed  hydro  plant  on  the  Flathead 
River,  on  the  basis  of  one-fourth  cent  per  kilowatt-hour  for  continuous  prime 
power. 

"  I  wi.sh  to  advise  that  we  would  be  interested  In  securing  the  power  if  this 
plant  is  constructed.    As  to  the  quantity  of  power  which  we  might  use,  I  am 
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somewhat  in  doubt  at  present.  Our  present  load  is  in  the  neighborhood  of 
2,000  kilowatts;  but  we  will,  of  course,  in  some  way  have  to  provide  facilities 
for  normal  increase  and  also  a  source  of  stand-by  for  our  entire  requirements. 

''  Whenever  your  plans  are  far  enough  advanced  we  would  be  pleased  to  hear 
from  you  further  regarding  the  matter. 

"  Mountain  States  Power  Co." 

The  signature  I  can  not  read.  It  looks  like  Z.  E.  Merrill,  assistant  general 
manager. 

Secretary  Wilbur.  It  is  perfectly  normal  not  to  be  able  to  read  the  signature. 
[Laughter.] 

By  Mr.  Scattergood  : 

Question.  So  far  as  you  know,  are  there  any  other  possibilities  of  outlet  for 
power  to  public-service  companies? 

Answer.  Yes ;  the  Foshay  Co.  have  a  distribution  system  at  Poison,  and  they 
have  scattered  distribution  systems  through  western  Montana  and  northern 
Idaho.     They  have  indicated  to  me  that  they  would  want  considerable  power. 

By  Secretary  Wilbur: 

Question.  What  is  the  nearest  transmission  line  of  any  importance  to  the 
proposed  site  that  is  now  in  existence,  Mr.  Wheeler? 

Answer.  You  mean  large  transmission  system? 

Question.  Yes. 

Answer.  Well,  of  course,  the  Mountain  States  Power  Co.  have  transmission 
lines  at  the  north  end  of  the  lake,  and  the  Foshay  Co.  have  lines  at  the  south 
end  of  the  lake. 

Question.  Is  there  a  chance,  then,  to  lock  into  these  tw^o  systems  without  much 
difficulty  or  much  expense  for  transmission  lines  to  them? 

Answer.  Yes ;  and  in  writing  the  Mountain  States  Power  Co.  I  told  them 
that  this  was  at  the  ix)wer  house,  and  they  w^ould  have  to  build  their  own 
transmission  lines. 

By  Mr.  Scattergood: 

Question.  Yesterday,  Mr.  Wheeler,  you  were  referring  to  the  15,000  horse- 
power that  it  is  possible  should  be  reserved  for  the  United  States  to  pass  on 
to  the  irrigation  district,  and  you  gave  us  some  figures.  Would  you  be  able  to 
tell  us  how  you  base  those  figures — the  load  factor  and  the  time  in  which  you 
calculated  that  the  demand  for  pumping  would  be  required  ? 

Answer.  Well,  Mr.  Burch  and  I  made  those  figures  together,  and  he  has  the 
details  and  will  put  them  in  when  he  is  examined. 

Mr.  Scattergood.  Very  well. 

By  Mr.  Ely: 

Question.  Mr.  Wheeler,  have  you  a  formula  for  calculating  the  horsepower 
available  when  the  head  and  the  stream  flow  are  known?  Do  you  use  a  par 
ticular  formula  to  reach  your  figure  of  the  horsepower  available  at  a  site  from 
these  data? 

Answer.  Yes ;  and  I  had  the  Allis-Chalmers  Co.  check  up  my  figures,  and  they 
said  that  my  figures  were  correct  on  the  basis  of  these  data.  I  submitted  these 
data  to  them. 

Question.  Will  you  give  us  that  formula  that  you  used  in  your  calculations? 

Answer.  Well,  the  formula  is  weight  of  water,  weight  of  a  cubic  foot  of 
water 

Question.  You  can  give  that  later  if  you  prefer. 

Answer.  I  would  prefer  to  give  it  to  you  later,  because  I  want  to  be  sure  to 
get  it  just  the  way  I  want  it. 

Question.  And  do  I  understand  that  you  plan  on  an  efficiency  of  90  per  cent, 
as  against  your  effective  head? 

Answer.  That  is  the  efficiency  that  the  Allis-Chalmers  Co.  assured  me  they 
could  get,  and  they  have  installed  some  of  the  largest  installations  in  the  world, 
including  some  at  Niagara  Falls,  larger  than  this  installation  would  be. 

Question.  Then,  first  using  this  formula  that  you  are  going  to  give  us  later 
for  calculating  the  horsepower  available,  then  multiplying  that  by  your  efficiency 
factor,  you  reach  an  output  of  105,000  horsepower.  Is  that  correct?  At  site 
No.  1? 

Answer.  Yes. 
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By  Mr.  Dixon  : 

Qnesition.  Mr.  Wheeler,  you  spoke  a  while  ago  of  the  possibility  of  a  market  of 
suri)liis  i)0\ver  for  irrigation  purposes.     Where  would  that  market  lieV 

Answer.  AVell,  there  is,  as  I  understand  it,  considerable  irrigation,  as  shown 
by  the  maps  of  the  Government,  quite  extensive  areas  of  irrigated  land  in  the 
immediate  vicinity  of  these  power  sites. 

Question.  That  is  the  Government  project  there  on  the  reservation? 

Answer.  According  to  the  maps,  there  are  several  projects.  As  I  say.  I 
have  not  gone  into  that  in  detail  as  yet. 

Question.  Your  possibility  of  market,  would  that  include  anything  else  except 
the  Government  project  there? 

Answer.  It  will  include  anything  that  we  can  sell  the  power  for  at  the  price 
which  we  make,  and  our  price  being  so  low,  we  see  no  reason  why  we  should 
not  sell  it  all  and  sell  it  very  quickly. 

Question.  But  you  have  no  other  irrigation  possibilities  except  that  on  the 
Flathead  Reservation,  constructed  by  the  Government? 

Answer.  I  am  not  entirely  familiar  with  all  the  irrigation  districts  that  there 
are  around  there.  I  know  that  there  is  considerable  irrigated  land  in  Montana. 
but  just  how  much  and  just  how  much  power  could  be  sold  for  pumping  pur- 
poses I  am  not  prepared  to  say  at  this  time. 

By  Mr.  Forbes  : 

Question.  Do  you  consider  the  Hecla  Mining  Co.  a  possible  customer  for 
power? 

Answer.  Yes. 
•    Question.  Are  there  any  other  mining  companies  or  other  industries  in  the 
district  to  whom  you  might  expect  to  sell  power,  providing  your  price  is  lower 
than  the  present  price  of  power  in  that  district? 

Answer.  Yes. 

Question.  If  you  have  any  ready  available,  you  might  name  them,  just  for 
the  record.  I  would  like  to  have  it  understood,  though,  that  I  do  not  w\ant  the 
witness  at  this  time  to  disclose  parties  with  whom  he  is  now  negotiating  as 
customers,  where  he  has  reached  a  point  in  the  negotiations  where  it  would  be 
unfair  for  him  to  disclose  to  the  opposition  who  they  are. 

Answer.  The  Hecla  Mining  Co.,  at  Wallace,  Idaho. 

Secretary  Wilbur.  How  far  is  that,  Mr.  W^heeler,  from  the  Flathead  sites? 

Answer.  About  100  miles. 

By  Mr.  Jeillison  : 

Question.  I  would  like  to  ask  Mr.  Wheeler  if  he  would  be  quite  willing  to 
have  in  his  license  a  stipulation  that  he  would  sell  power  at  this  same  rate — 
2^4  mills  per  kilowatt-hour  for  continuous  prime  power — to  a  farmers'  associa- 
tion that  would  be  organized  in  Flathead  County? 

Answer.  In  answer  to  that,  Mr.  Jellison,  I  will  say  that  we  wish  to  sell  all 
of  tlie  power  as  fast  as  it  can  be  sold,  and  complete  the  developnient  just  as 
soon  as  we  can  sell  all  the  power,  complete  the  entire  development,  and  wo 
wjould  be  perfectly  willing,  if  we  are  i)ermitted  by  the  Public  Service  Commis- 
sion i.t'  Montana,  to  sell  power  to  any  responsible  customer  calculated  on  the 
same  basis  of  return  that  we  have  figured  in  our  set-up. 

Question.  I  would  much  prefer,  Mr.  Secretary,  if  he  would  aiiswei-  yes  or  no. 
My  question  was  very  direct. 

Answer.  Well,  it  is  quite  difficult  to  answoi-  tlint  qnostion  yes  or  no.  hocMiise 
you  asked  me  if  I  would  sell  it  at  2y^  mills.  Fiftoen  dollars  a  hoi-sopowor  year 
is  the  rate  we  have  set  np.  and  that  would  have  to  take  into  considei-ai  hmi  the 
load  factor  of  .\..ur  <y-!,.,ii.  .mmI  wo  would  ho  i)erfectly  willing  to  sell  onr  i-owm 
to  such  an  organiz.-u  inn  if  -hoy  huild  the  p<»wer  linos  to  tlu^  powc"  Iumisc  .-iiitl 
take  it  off  the  switclilioaid.  ami  wo  would  soM  it  at  tlio  sanio  rato  tli.-ii  wo  \\r.u\<\ 
sell  it  to  an  industry. 

Mr.  FoKi'.Ks.   N   thai    >aiisfactory? 

Mr.  Jei>lis().\.    N'ory   satisfactory. 

Mr.  Pope.  I  would  liko  to  ask  a  question  or  two  at  this  time. 

Mr.  Forbes.  If  the  chairman  please,  I  want  Mr.  Pope  to  have  iho  piivilege 
of  examining,  but  I  do  not  want  to  have  this  part  of  the  record  too  far  separated 
from  the  preceding  questional 

Mr.  Pope.  All  right. 
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By  Mr.  Forbes: 

Question.  If  you  feel  free  to  disclose  any  other  parties  with  whom  you  have 
<?ome  in  contact  for  the  sale  of  power,  you  may  read  that  letter  [handing  a  letter 
to  the  witness]. 

Answer.  This  is  a  letter  from  the  American  Smelting  &  Refining  Co.,  120 
Broadway.  New  York,  dated  New  York,  January  31,  1928,  addresseil  to  me  at 
Minneapolis : 

Dear  Sir  :  Referring  to  yours  of  the  24th  instant  in  relation  to  proposed  power 
development  on  the  Flathead  River  in  Montana,  the  only  one  of  our  properties 
which  could  very  well  be  reached  from  that  point  is  East  Helena,  where  the 
average  consumption  at  the  present  time  is  approximately  2,000  horsepower. 
This  is  being  purchased  on  open  schedule,  and  if  you  can  materially  better  the 
now-existing  rates,  with  which  you  are  doubtless  familiar,  we  would  be  pleased 
to  give  the  subject  further  consideration. 

At  that  plant  we  would  have  no  use  for  off-peak  power.  We  occasionally 
liave  under  consideration  some  project,  the  successful  outcome  of  which  is  de- 
pendent upon  cheap  power  rather  than  the  exact  location  of  the  plant,  and  in 
that  connection  it  would  be  interesting  to  know  what  rates  you  expect  to  be 
able  to  make  for  both  on-i)eak  and  off-peak  power  in  blocks  of,  say,  5,000  kilo- 
watts up  to  a  possible  maximum  of  25,000  kilowatts. 

If  you  are  in  a  position  to  furnish  such  information  I  would  be  pleased  to  have 
it  in  my  files  for  future  reference. 
Very  truly  yours, 

H.  W.  York. 

Who  is  given  on  the  letterhead  as  consulting  engineer  of  the  company. 
By  Mr.  Dixon  : 

Question.  How  much  power  is  used  in  the  Coeur  d'Alene  mining  district  by  the 
Hecla  people? 

Answer.  Total  powder? 

Question.  Approximately  the  total  power  in  the  Coeur  d'Alene? 

Answer.  I  can  not  give  you  those  figures. 

Question.  Do  you  know  what  the  Coeur  d'Alene  mining  companies  now  pay 
the  Washington  Power  Co.  for  power  there? 

Answer.  I  have  not  inquired  into  that.  Our  map  which  we  put  in  shows  the 
quantity  of  power  which  the  Washington  Water  Power  Co.  has  develor>ed,  and 
the  quantity  of  power  which  the  Montana  Power  Co.  has  developed :  and  I 
believe  that  nearly  all  of  these  companies  in  the  Coeur  d'Alene  district  buy 
their  power  from  the  Washington  Water  Power  Co.,  although  some  have  small 
developments  of  their  own. 

By  Mr.  Forbes  : 

Question.  This  is  my  last  question  now,  Mr.  Pope.  Mr.  Scattergood  asked 
you  a  question  regarding — no;  I  believe  it  was  Mr.  Jones — he  asked  you  about 
the  contract  with  the  Indians.  If  you  were  able  to  lease,  or  we  might  say  rent, 
jour  power  at  $15  for  continuous  use  over  a  period  of  years,  and  your  corpora- 
tion was  paid  the  full  rental  charge,  whether  the  industry  to  whom  you  sold  it 
used  it  all  or  not — I  understand  that  was  the  form  of  your  negotiations  with 
them? 

Answer.  Yes. 

Question.  And  you  were  receiving  this  total  amount  of  money,  would  you  be 
willing  to  modify  your  agreement  with  the  Indians  so  that  they  would  partici- 
pate in  the  income  from  that  power  on  the  same  basis  that  you  now  have  under 
your  contract? 

Answer.  That  is,  if  we  got  paid  for  it,  would  we  be  willing  to  pay  the  Indians? 

Question.  If  you  get  paid  for  it,  whether  the  industry  uses  it  or  not.  would 
you  ]>e  willing  to  pay  the  Indians  on  the  basis  of  your  income  under  that  con- 
tract, rather  than  upon  the  basis  of  the  amount  of  current  actually  sent  out 
over  your  lines  to  this  industry? 

Answer.  Yes ;  I  think  I  would.     . 

Mr.  Forbes.  I  think  that's  all. 
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By  Mr.  Jones  : 

Question.  Do  I  understand,  Mr.  Wheeler,  then,  that  you  would  be  willing  to 
pay  the  Indians  on  the  basis  of  the  potential  power  of  the  site,  rather  than  on 
the  power  generated? 

Answer.  Not  the  potential  power  of  the  site :  no.  sir. 

Question.  Well,  you  ostiniate  that  the  site  has  a  capacity  of  105,000  horse- 
power. You  would  not  be  willing,  then,  to  pay  so  much  a  horsepower  on  that 
capacitj",  rather  than  on  the  amount  of  power  generated  and  sold? 

Answer.  My  present  arrangement  is  based  upon  paying  for  the  power  that 
is  used,  on  the  average  use  over  the  period  of  a  year.  Mr.  Forbes's  question 
was  if  I  sold  the  power  on  contracts  so  that  I  received  the  amount  of  money, 
the  same  amount  of  money,  regardless  of  whether  the  power  was  all  used  or 
not,  would  I  be  willing  to  modify  that  contract  so  that  the  Indians  would  get 
paid  in  proportion  to  what  I  was  paid  for  the  power. 

Question.  As  I  understand  it,  then,  if  you  had  a  contract  for  20,000  horse- 
power, whether  it  is  used  or  not,  you  would  pay  the  Indians  on  that  basis  for 
20,000  horsepower  per  year? 

Answer.  I  think  I  would.  The  question  has  not  been  put  to  me  before.  I 
would  want  to  consider  it  from  all  angles,  but  as  I  see  it  now  I  see  no  reason 
why  I  should  not. 

Question.  I  understood  Mr.  Forbes  was  trying  to  bring  that  out  and  I  wanted 
to  make  it  clear. 

Mr.  Forbes.  My  purpose  was  to  have  the  witness  thoroughly  understand  what 
I  thought  either  Mr.  Jones  or  Mr.  Scattergood  was  trying  to  bring  out,  and  I 
did  not  think  the  witness  understood  that. 

By  Mr.  Jones  : 

Question.  We  were  trying  to  bring  out  that  if  the  use  factor  were  less  thaR. 
100  per  cent  the  Indians  would  not  receive  the  full  amount  unless  you  sole? 
secondary  power  equal  to  the  deficiency. 

Answer.  I  did  not  get  that  question. 

Question.  Your  offer  to  the  Indians  is  based  on  the  total  amount  of  power 
generated,  and  if  you  sell  power  in  blocks  at  so  much  a  horsepower  year,  if 
the  use  factor  is  less  than  100  per  cent  payment  to  the  Indians  will  be  that 
much  less.  That  is,  if  the  use  factor  were  90  per  cent,  your  payment  to  the 
Indians  would  be  90  per  cent  of  the  total  capacity? 

Answer.  Based  on  present  agreement,  my  payments  would  be  for  the  amount 
that  was  used,  the  average  amount  used  during  the  year. 

Question.  Yes.  Well,  if  the  use  was  less  than  the  total  amount  of  power,  the 
Indians  would  receive  payment  on  the  basis  of  the  total  use? 

Answer.  According  to  present  arrangement  that  is  right. 

By  Mr.  Grorud  : 

Question.  But,  Mr.  Wheeler,  if  you  sell  100,000  horsepower  and  get  paid  for 
that,  you  now  say  that  the  Indians  will  get  paid  for  the  100,000  horsepower, 
whether  it  is  generated  or  not? 

Answer.  I  say  that  that  question  has  not  been  put  up  to  me  before,  and  at 
the  present  time  I  can  see  no  reason  why  I  should  not  do  that,  but  I  would 
want  to  consider  that  carefully  before  saying  positively  that  I  would  do  it. 

By  Mr.  Kelly: 

Question.  I  just  wanted  to  inquire,  Mr.  Wheeler,  whether  or  not,  if  the 
Flathead  Valley  farmers'  organization  or  any  other  farmer's  orgjinization 
would  contract  with  you  for  power  at  $15  a  horsepower  at  your  plant,  built 
their  lines  in  and  took  the  power  to  the  Flathead  Valley  and  (listribnted  it 
among  the  farmers,  your  requirement  of  them  would  be  that  tluy  i)ay  you  lor  a 
block  of  power,  whether  it  be  100  or  500  horsepower,  24  hours  a  <iay  for  365 
days  a  year?  That  is  the  basis  you  are  going  to  sell  it  on?  Now.  then,  what 
would  that  cost  the  average  farmer  per  kilowatt-hour  for  powi'r  actually  con- 
sumed in  his  home  at  night  by  lights  and  for  perliaps  running  a  feed  grinder 
or  cream  separator  an  hour  or  two  a  day,  qt  pumping  water  for  his  livost<Kk. 
or  any  other  of  these  uses  where  power  might  be  used  for  1  or  2  or  ;>  hours  a 
day?  What  do  you  think  the  kilowatt-hour  charge  to  that  farmer  would  bo. 
inchiding  the  construction  and  maintenance  of  his  line  and  the  maintenance  of 
the  distribution  system? 

Answer.  I  can  not  answer  that  without  figuring  it  out  in  detail. 

Question.  You  don't  think  it  would  be  cheap  power,  though,  do  you? 

Answer.  Yes:  I  do. 
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Question.  Well,  give  us  an  estimate  of  what  you  think  that  would  cost  per 
kilowatt-hour  for  the  hours  actually  used,  metered  to  him  on  his  farm? 

Answer.  As  before  stated,  I  can  not  answer  that  without  figuring  it  out  in 
detail. 

Mr.  Kelly.  All  right. 

By  Mr.  Scattergood: 

Question.  Have  you  any  idea  what  the  load  factor  for  such  an  association 
would  be,  that  you  would  have  to  use? 

Answer.  It  would  be  rather  low. 

Question.  Ck)uld  you  state  what  it  would  be,  so  that  we  can  do  our  own 
figuring? 

Answer.  Well,  I  would  think  it  would  not  be  over  25  per  cent. 

By  Mr.  Kelly: 
Question.  That  would  mean  $60  a  horsepower,  would  it  not? 
Answer.  That  would  mean  about  1  cent  a  kilowatt-hour. 

Question.  You  are  getting  2  cents  a  kilowatt-hour  at  the  plant,  aren't  you, 
21/^  cents — 2%  mills.     That  would  mean  about  1  cent  a  kilowatt-hour? 
Answer.  Yes,  sir. 
Question.  At  the  plant? 
Answer.  At  the  farm. 
Mr.  Kelly.  That's  all. 
Mr.  Forbes.  Mr.  Pope,  you  wanted  to  ask  a  question? 

By  Mr.  Pope: 

Question.  The  power  which  the  Rocky  Mountain  Power  Co.  has  proposed  to 
sell  to  the  United  States  for  the  irrigation  project  is  not  restricted  as  to  load 
factor  or  continuous  use  of  certain  horsepower,  is  it? 

Answer.  You  mean  the  5,000  horsepower? 

Question.  Even  the  highest  rate,  at  2^^  mills  per  kilowatt-hour,  there  is  no 
restriction  as  to  load  factor  in  their  proposal,  is  there? 

Answer.  I  don't  know. 

Question.  Well,  if  that  is  so,  then  their  offer  is  at  least  four  times  as  favorable 
as  yours? 

Answer.  Their  offer  didn't  go  into  any  detail  at  all.  It  don't  say  whether 
they  are  selling  secondary  power,  primary  power,  or  what  they  are  selling,  so  far 
as  I  know. 

Question.  They  have  stated  no  restrictions  as  to  load  factor  in  their  proposal, 
have  they? 

Answer.  Not  so  far  as  I  know. 

Mr.  Pope.  That's  all. 

By  Mr.  Scattergood: 

Question.  You  stand  ready  to  make  as  good  an  offer  to  that  district  if  the 
power  is  resei-ved  to  the  United  States  as  the  other  applicants  offer? 

Answer.  Well,  as  I  think  I  have  already  stated.  Mr.  Scattergood,  I  felt  that 
that  was  a  matter  for  the  commission  to  decide  what  should  be  done  there.  I 
am  willing  to  sell  them  power  at  the  same  basis  that  I  sell  it  to  industries. 

Question.  What  I  meant  was  that  if  the  Federal  Power  Commission  felt  that 
it  should  be  included  in  any  license  or  permit  that  it  might  grant,  would  you 
be  willing  to  accept  those  terms? 

Answer.  Well,  if  they  insisted  upon  that,  I  presume  I  would  either  have  to 
accept  it  or  do  without  the  permit. 

By  Mr.  Grorud: 

Question.  Mr.  Wheeler,  do  you  understand  now  that  that  is  a  condition 
precedent  in  order  that  the  license  be  issued  to  you? 

Answer.  No. 

Question.  You  to  furnish  the  irrigation  district  or  any  other  person  power  at 
cost,  or  low  price  of  power? 

Answer.  I  understood  that  that  was  not  a  condition  precedent,  and  that  is 
why  I  have  not  given  the  matter  any  more  consideration  than  I  have. 

By  Mr.  Newcomer: 
Question.  Is  it,  in  your  opinion,  feasible  for  an  irrigation  district  or  a  farm- 
ers' association  to  use  power  on  the  same  basis  as  an  industry  uses  it :  that  is, 
on  a  100  per  cent  load-factor  basis? 
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Answer.  They  would  not  have  a  100  per  cent  load  factor,  but  the  pumping 
would  be  done  by  secondary  power,  because  it  comes  at  the  season  of  high- 
water  period. 

Question.  I  understood  you  to  say  that  you  were  willing  to  enter  into  a 
contract  with  them  on  the  same  basis  as  with  the  industries? 

Answer.  That  is  right. 

Question.  Do  you  think  they  could  use  power  under  such  a  contract  at  rea- 
sonable cost? 

Answer.  Well,  secondai*y  power  I  would  be  willing  to  sell  for  less  than 
primary  power. 

Question.  You  would  be  willing  to  make  a  different  contract  with  them,  then? 

Answer.  It  would  work  out  on  the  same  basis  as  to  terms. 

By  Mr.  Ely: 
Question.  Mr.  Wheeler,  do  you  recall  how  much  in  dollars  and  cents  your 
allowance  of  2  per  cent  for  depreciation  and  amortization  would  be? 
Answer.  Somewhere  around  $550,000,  as  I  recall  it. 

By  Mr.  Jellison  : 

Question.  Mr.  Wheeler,  you  testified  that  you  contemplated  a  lake  elevation 
of  93  and  a  draw  dowm  of  75.  Can  you  tell  the  commission  what  is  the  differ- 
ence in  acre-feet  between  a  foot  of  water  at  t^levation  2875  and  2893? 

Answer.  Not  exactly ;  no,  sir. 

Question.  Approximately? 

Answ^er.  Well,  the  approximate  area  of  the  lake  is  120,000  acres,  so  it  will 
be  approximately  120,000  acres  per  foot  of  draw  down. 

By  Mr.  Dixon  : 

Question.  But  at  2875  the  surface  area  of  the  lake  would  not  be  near  so- 
large  as  at  2893,  would  it? 

Answer.  It  would  be  somewhat  less,  I  presume. 

Question.  That  big  arm  to  the  east  of  Poison  would  be  shrunken  one-half,  I 
should  imagine,  under  that  2875  elevation? 

Answer.  Well,  we  haven't  the  contours  of  the  land  underneath  the  water. 

Mr.  Dixon.  Are  there  any  other  questions? 

By  Mr,  Kerr: 

Question.  Mr.  Wheeler,  I  would  like  to  know  whether  you  are  now  modifying 
your  bid  to  the  Indians  of  $1.12  a  horsepower  on  the  average  power  to  $1.12  a 
horsepower  on  the  maximum  demand? 

Answer.  You  mean  $1.12i/^,  don't  you,  Mr.  Kerr? 

Question.  Yes;  whatever  it  is. 

Answer.  No ;  I  have  not  given  a  definite  answer  to  that  question,  except  that 
I  would  take  it  under  consideration. 

Question.  That  is  very  impoi'tant,  you  know,  Mr.  Wheeler,  as  to  whether  this 
bid  has  been  modified  from  a  payment  on  the  basis  of  the  average  horsepower 
to  payment  on  the  basis  of  the  maximum  demand. 

Answer.  As  it  stands  now,  it  has  not  been  modified. 

Question.  It  has  not  been  modified? 

Answer.  No,  sir. 

Question.  Of  course,  it  is  obvious  that  the  average  horsepower  is  the  same 
for  both  parties,  the  same  amount  of  water  available  to  both  parties. 

Answer.  But  we  expect  to  use  more  of  the  water,  or  make  a  better  use  of  it. 
fuller  use  of  it. 

Question,  How  is  it  po.ssible  to  use  more  water  than  there  is? 

Answer.  By  having  a  higher  load  factor  you  can  make  better  use  of  the 
power. 

Mr.  KtSB.  That's  all. 

By  Mr.  Scatteroood: 

Question.  Referring  to  this  matter  of  payment  to  the  Indians,  I  suppose  you 
are  aware,  are  you  not,  that  the  amount  coming  to  the  Indians  can  be  properly 
fixed  by  the  commission  and  by  the  Secretary  of  the  Interior,  irrespective  of  the 
amount  of  either  your  bid  or  the  other  applicant's  bid  ;  that  the  matter  of  bids  is 
suggestive  but  not  final,  hasn't  anything  really  to  do  with  it  except  as  presenting 
your  own  and  the  other  applicant's  points  of  view? 

Answer.  Well,  it  is  my  understanding  that  it  has  always  been  customary  with 
your  department  to  approve  whatever  the  Indians  wish  to  have  approved,  pro- 
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viclecl  it  was  reasonable  and  fair  and  had  been  arrived  at  without  collusion, 
and  so  on. 

Question.  What  I  meant  to  imply  was  that  if  our  department  should  find,  on 
examination  of  the  figures,  that  there  was — that  the  Indians  were  properly- 
entitled  to  more  than  either  of  these  two  bids,  the  commission,  of  course,  would 
l)e  guided  in  accordance  with  the  facts  of  the  case,  and  due  notice  ought  to  be 
had  that  there  is  no  sacredness  in  either  of  the  two  bids  already  made. 

Answer.  Of  course,  now  you  are  dealing  with  a  question  that  I  think  goes 
into  law,  Mr.  Scattergood. 

Question.  Exactly. 

Answer.  And  I  don't  think  I  am  competent  to  answer  it. 

Question.  Exactly.    I  meant  merely  to  put  you  on  notice. 

Mr.  Russell.  In  other  words,  the  bid  hasn't  anything  to  do  with  ultimately 
what  is  reduced  to  a  license. 

Answer.  That  is  what  you  gentlemen  say.  I  am  not  competent  to  answer 
that. 

By  Mr.  Scattergood: 

Question.  But  you,  in  any  event,  are  entitled  to  an  allowed  return  on  your 
capital? 

Answer.  Well,  I  certainly  would  not  want  to  go  ahead  with  it  unless  I  was. 

Question.  The  Indians  could  not  expect  anything  that  would  invade  that  field 
of  allowed  return  upon  the  applicant's  capital. 

Answer.  I  don't  think  it  could  be  financed  unless  there  was  a  reasonable  re- 
turn allowed. 

Mr.  Dixon.  Are  there  any  other  questions? 

Mr.  Forbes.  That  is  all. 

Mr.  Bonner.  Before  the  witness  is  excused,  Mr.  Chairman,  I  think  it  is  desir- 
able that  this  question  of  how  he  estimates  the  power  possibilities  of  the  site 
be  clarified.  I  thought  that  he  did  make  it  clear  in  answer  to  my  questions,  but 
then  later,  in  answer  to  Mr.  Ely's  questions,  it  was  made  more  confused. 

Question.  I  would  like  to  ask  you.  Mr.  Wheeler,  just  how  you  computed  the 
power  estimate  that  you  have  got  on  page  4  of  your  Exhibit  No.  4? 

Answer.  Well,  I  would  like  to  have  an  opportunity  to  review  my  figures,  all 
of  which  I  have  not  got  right  here  with  me,  and  check  that  back  before  I  answer 
that  question. 

Question.  Well,  that  is  very  simple,  is  it  not,  to  estimate  the  power  capacity 
of  the  site?  It  is  merely  time  flow  times  0.114  times  the  efficiency  that  you 
assume?  And  you  told  me  that  you  assumed  90  per  cent  efficiency,  and  you 
told  Mr.  Ely  a  little  something  else. 

Mr.  Dixon.  We  will  recess  until  11.15,  four  minutes. 

(A  short  recess  was  taken  at  this  point.) 

By  Mr.  Bonner: 

Question.  I  wonder,  Mr.  Wheeler,  if  you  can  answer  my  question  now. 

Answer.  This  first  table  of  figures  of  84,000  horsepower  for  the  first  site, 
24,500  for  the  second  site,  12.500  for  the  third,  and  42,200  for  the  fourth,  and 
8,160  for  the  fifth,  with  a  total  of  171,360  horsepower,  is  taken  directly  from 
Major  Butler's  report  on  my  application,  page  8,  where  he  shows  the  site  in 
one  table,  the  head  in  the  next  table,  and  the  horsepower  capacity  in  the  next 
table.     Now,  in  arriving  at  this 

Question.  Pardon  me,  Mr.  Wheeler,  before  you  go  to  the  next  column,  those 
figures  are  based  on  the  use  of  70  per  cent  over-all  efficiency  against  the  static 
head,  and 'also  utilize  6,000  second-feet  as  the  regulated  control  flow,  and  have 
no  relation  to  that  75  per  cent  load  factor  which  you  have  in  the  caption  of 
your  column. 

Answer.  Now,  let  me  see  if  that  is  true.  He  says  with  reference  to  this  power 
capacity,  probable  load,  and  utilization  factors : 

"As  previously  stated  the  exact  mean  discharge  into  Flathead  River  will 
depend  upon  the  elevation  to  which  water  may  be  stored  in  Flathead  Lake,  and 
this  can  only  be  determined  by  detail  investigations.  The  following  computa- 
tions are  based  upon  a  maximum  lake  elevation  of  2,893.  With  this  maximum 
regulated  lake  elevation  the  minimum  discharge  for  90  per  cent  of  the  time  may 
be  taken  at  6,000  second-feet.  If  by  complete  regulation  in  lake  elevation  this 
were  increased  to  about  11,460  second-feet,  the  power  capacity  for  the  various 
sites  is  as  follows." 

Then  he  follows  that  up  with  these  tables. 
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"  These  capacities  are  computed,  using  the  flow  of  6,000  second-feet,  which  is 
the  probable  regulated  flow  with  the  lake  at  2,893.  The  applicant  states  that 
the  probable  load  factor  will  be  75  per  cent." 

Question.  That  merely  would  relate  to  the  capacity  that  was  installed,  and 
have  no  relation  whatever  to  the  power  possibilities? 

Answer.  Well,  the  capacity  to  be  installed,  as  set  out  in  my  application,  was 
150,000  horsepower. 

Question.  All  right.  If  you  install  150,000  horsepower  at  that  site,  having 
an  average  output  possibility  of  84,000  horsepower,  what  will  your  load  factor 
be,  assuming  load  factor  the  same  as  capacity  factor  in  that  case?  It  would  be 
somewhere  near  56  per  cent,  would  it  not? 

Answer.  You  mean  with  these  capacities? 

Question.  With  your  estimated  capacity  of  150,000  horsepower,  and  that  esti- 
mated average  output  of  84,000  horsepower? 

Answer.  He  has  given  these  in  here,  as  I  understand  it,  on  continuous  prime 
power  capacity. 

Question.  I  think  that  is  correct,  Mr.  Wheeler,  but  still  relates  to  the  75 
per  cent  load  factor. 

Answer.  Here  is  his  formula  over  here  on  page  2.  Approximate  power 
capacity,  site  No.  1,  0.08  times  175,  times  6,000,  equals  84,000  horsepower. 

Question.  Correct.  And  that  is  the  way  that  you  have  estimated  that  first 
column  ? 

Answer.  I  took  the  figures  right  from  his  report. 

Mr.  ScATTERGooD.  They  are  all  underestimates,  are  they  not,  rather  than 
overestimates?  That  is  what  you  mean,  isn't  it?  They  are  all  underestimates  of 
the  possible  power? 

Mr.  Bonner.  I  am  not  trying  to  determine  that,  Mr.  Scattergood,  but  I  think 
it  is  important  for  the  record  that  the  commission  have  the  basis  of  the  esti- 
mate of  each  applicant  of  what  the  power  possibilities  of  these  various  sites  are. 

Mr.  Russell.  He  says  he  did  that  according  to  Major  Butler's  report.  Why 
isn't  that  saifficient?    That  answers  the  question,  doesn't  it? 

Mr.  Bonner.  It  is  not  sufficient  in  this  respect:  That  the  caption  of  tl^at 
column  is  given  as  75  per  cent  load  factor,  which  is  taken  from  Major  Butler's 
report,  and  which  may  be  calculated  on  a  different  basis  of  capacity  than  that 
now  proposed  by  Mr.  Wheeler.  Obviously,  84,000  horsepower  average  output 
would  not  relate  to  250,000  horsepower  capacity  on  a  basis  of  75  per  cent  load 
factor. 

The  Witness,  I  would  have  to  analyze  this  formula  of  Major  Butler's  to  find 
out  just  what  that  0.08  means. 

By  Mr.  Bonner: 

Question.  That  is  merely  the  basis  on  70  per  cent  eflSciency,  Mr.  Wheeler.  I 
can  tell  you  that. 

Answer.  That  means  70  per  cent? 

Question.  Over-all  efficiency  against  gross  static  head. 

Answer.  Well,  I  used  87%,  so  Mr.  Burch  tells  me,  from  having  checked  my 
figures  in  this  column. 

Question.  To  get  the  last  column? 

Answer.  Yes ;  over-all  efficiency. 

Mr.  BoNNEB.  I  think  that  explains,  Mr.  Chairman,  the  basis  of  Mr.  Wheeler's 
computations. 

Mr.  Forbes.  Mr.  Chairman,  if  you  would  care  to  have  any  supplemental  calcu- 
lations added  to  the  exhibit,  for  the  information  of  the  commission,  I  .would  be 
glad  to  have  it  done. 

Mr.  BoNNEB.  We  are  looking  for  information,  Mr.  Forbes ;  and  if  Mr.  Wheeler 
has  any  further  data  that  he  can  give  us  on  that  question,  to  show  the  basis 
of  his  estimate,  we  will  be  very  glad  to  have  It. 

Mr.  Dixon.  He  can  submit  that  later,  if  he  wants  to.  Are  there  any  other 
questions?    If  not,  who  is  your  next  witness,  Mr.  Forbes? 

(Witness  excused.) 

Edward  P.  Burch,  a  witness  called  by  and  on  behalf  of  the  applicant,  Walter 
H.  Wheeler,  having  been  first  duly  sworn  according  to  law,  was  examined,  and 
testified  as  follows: 

Direct  examination  by  Mr.  Forbes  : 
Question.  Will  you  state  your  name,  residence,  and  occupation? 
Answer.  Edward  P.  Burch,  Minneapolis,  engineer  and  executive. 
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Question.  Will  you  state  for  the  record  your  professional  training? 

Answer.  I  have  prepared  a  7-pase  record  of  my  qualifications  to  appear  in 
this  case  and  support  the  application  of  Walter  H.  Wheeler,  but  I  will  try  to 
reduce  the  record,  stating  that  I  am  60  years  old ;  that  I  have  been  an  engineer 
for  40  years  and  a  consulting  engineer  for  30  years,  and  in  recent  years  I 
have  engaged  in  executive  and  financial  work  to  a  large  ex<-ent. 

My  education :  I  was  graduated  by  the  University  of  Minnesota,  College  of 
Engineering,  in  1892,  with  a  second  degree  in  electrical  engineering,  following 
graduate  work  in  1896. 

As  an  instructor :  I  became  a  teacher  in  electrical  engineering  for  one  year, 
professorial  lecturer  for  five  years,  and  assistant  professor  of  railway  electrical 
engineering  in  1913  and  1914  at  the  University  of  Minnesota. 

Operator :  Electrical  engineer  for  the  Twin  Cities  Rapid  Transit  Co.,  which 
controls  the  electric-railway  properties  in  Minneapolis,  St.  Paul,  and  vicinity, 
from  1893  to  1900,  in  charge  of  the  operation  of  its  steam-power  plants  and  one 
10,000-horsepower  hydroelectric  station. 

Construction  and  installation  in  the  hydroelectric  station  of  high-voltage 
transmissions  and  all  railway  electrical  construction  and  the  coordination  of 
the  Duluth  &  Superior  Railway  properties. 

Consultant:  Maintained  an  office  at  Minneapolis  as  consultant  for  engineer- 
ing services  on  steam  and  water  powers,  transmission  lines,  and  the  electrifica- 
tion of  steam  railw^ays  from  1900  to  1914. 

At  Detroit,  Mich.,  with  a  maximum  of  80  employees,  on  valuation  and  rate 
making  for  railways  and  public  utilities  from  1914  to  1920  as  a  suboffice  of  the 
Minneapolis  office. 

At  Minneapolis  on  valuation  and  consolidation  of  water  power  and  electric 
properties  for  steam,  water,  turbine  testing  for  steam  and  electrical-railway 
operation,  for  two  railway  receiverships  from  1921  to  this  time. 

Question.  Right  here,  Mr.  Burch,  may  I  interrupt  to  ask  you  in  what 
receiverships  you  were  engaged? 

Answer.  The  Minneapolis,  Northfield  &  Southern  Railway ;  the  Minneapolis, 
Anoka  &  Cuyuna  Range  Railway. 

Question.  What  was  your  capacity  in  those  receiverships? 

Answer.  As  to  the  Minneapolis,  Northfield  &  Southern,  I  was  engineer  for  the 
attorneys  on  the  reorganization  of  that  large  property. 

For  the  Minneapolis,  Anoka  &  Cuyuna  Range  Raihvay  I  have  been  for  three 
and  one-half  j^ears  and  am  now  receiver  for  the  United  States  court. 

In  general,  many  reports,  consultations,  surveys,  stream  measurements,  ap- 
praisals, estimates,  engineering  plans,  and  the  detailed  specifications,  valua- 
tions, consolidations,  arbitrations,  financial  plans,  and  rate  reports  have  been 
made. 

Many  projects  were  abandoned ;  others  were  carried  out  in  later  years  by 
strong  corporations. 

Question.  Would  you  care  to  name  any  of  the  corporations  for  whom  you 
have  worked  as  consulting  engineer  and  in  the  other  capacities  you  have 
mentioned  ? 

Answer.  With  your  permission,  I  will  read  15  or  20. 

As  an  author :  I  have  written  a  textbook  entitled  "  Electric  Traction  for 
Railway  Trains,"  McGraw,  Hill  &  Co.,  New  York,  1911  and  1913  editions,  used 
for  steam-railroad  electrification  and  used  as  a  textbook  at  one  time  in  20 
American  universities  and  colleges. 

Author  of  Telephone  Rates  in  Detroit,  1916  and  1920 ;  two  bound  reports. 

Pamphlets  on  specifications  for  constructing  contracts. 

Articles  on  electric-railway  construction  and  operation ;  transmission-line 
economics ;  hydraulic  turbine  systems ;  lectures  on  the  use  of  electricity  in  iron 
mining. 

As  a  traveler:  Engineering  studies  have  been  made  of  many  hydroelectric 
plants,  power  transmissions,  and  chemical,  railway,  factory,  and  other  utiliza- 
tions in  Canada  and  36  States;  in  England,  Germany,  France,  Switzerland, 
Italy,  and  Austria. 

As  an  executive :  Administrator  of  two  estates ;  secretary  and  treasurer  of 
a  large  business ;  chairman  of  the  board  of  directors  of  a  large  corporation ; 
director  of  the  Minneapolis,  Northfield  &  Southern  Railway  for  seven  years ;  and 
receiver  for  the  United  States  court  for  a  freight  road  previously  referred  to. 

As  an  expert :  Engineering  testimony  in  arbitrations  and  in  numerous  per- 
sonal injury  and  damage  cases.  Expert  for  the  Minnesota  Railroad  Commis- 
sion following  railway  accidents;  four  court  cases  on  electrical  and  water 
causes.    Testimony  before  three  State  railway  commissions. 
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For  corporations :  City  and  county  attorney ;  for  law  cases  before  the  United 
States  Bureau  of  Internal  Revenue;  for  railway  rates  case  No.  1907  before 
the  Interstate  Commerce  Commis^sion.  And  expert  on  railway  electrical  cases 
in  connection  wit!)  the  Northern  riuilic.  Great  Northern,  and  Butte,  Anaconda 
&  Pacific  Railway. 

On  valuations  and/or  consolidations,  as  engineer  in  charge,  for  many  rail- 
ways and  for  many  public  utilities.  On  contracts  for  large  amounts  of  elec- 
trical energy:  The  Twin  Cities  Rapid  Transit  Co.,  10,000  kilowatts;  St. 
Anthony  Falls  Water  Power  Co.;  the  Everett  (Wash.)  Railway  &  Electric 
Co.,  2,000  kilowatts,  for  smelters,  factories,  power  for  flour  mills,  etc.,  from 
1904  to  1912;  and  4,000  kilowatts  for  the  Puget  Sound  International  Railway 
&  Power  Co.  in  1916. 

For  the  Cleveland  Power  Co.,  2,000  kilowatts  from  the  Cleveland  Illumi- 
nating Co.,  a  control  for  a  15-year  term,  based  on  investments,  depreciation, 
operation,  and  the  price  of  the  fuel  in  the  year  1916. 

Question.  Pardon  me  a  moment.    Do  you  mean  2,000  or  20,000  kilowatts? 

Answer.  Twenty  thousand  kilowatts. 

Engineering  work  on  hydroelectric  stations:  The  St.  Anthony  Falls  Water 
Power  Co.  at  Minneapolis  from  1897  to  1921,  10,000  horsepower,  20-foot  head, 
on  the  Mississippi  River;  engineer  of  the  entire  electrical  equipment  and 
adaptation  to  turbines,  turbine  testing,  high-voltage  transmissions,  and  all  sub- 
stations— six  substations. 

Government  dam  on  the  Mississippi  River,  St.  Paul,  1910  to  1914;  18,000 
horsepower,  30-foot  head. 

Chairman  of  the  lower  dam  committee  of  the  Minneapolis  Civic  and  Com- 
merce Association  for  the  protection  of  the  city's  interest. 

Plans  for  utilization  for  city  pumping,  power,  and  light,  and  presentation  of 
an  application  for  the  power  to  the  War  Department. 

Canadian  Cereal  Co.,  Peterborough,  Ontario :  I  mention  some  of  these  by 
name  to  shorten  the  record. 

Chippewa  Railway  Co.,  Eau  Claire,  Wis. ;  Great  Northern  Development  Co., 
Duluth,  Minn. ;  Rainy  River  Development  Co.,  Minnesota ;  and  the  Ontario 
Power  Co.  and  the  Backus-Brooks  Co.  at  International  Falls,  Minn.,  and  Fort 
Francis,  Ontario,  20.000  horsepower,  28-foot  head,  from  1907  to  1910;  and 
also  in  1924  plans  for  extension  of  plant,  tests  of  each  new  hydraulic  turbine ; 
plans  and  specifications  for  steam-turbine  electrical  equipment  and  motor  drive 
for  two  paper  mills.  Made  plans  for  high-voltage  transmission  for  20,000 
horsepower,  and  also  detailed  tests  of  mine  equipment  for  the  utilization  of 
50,000  horsepower  by  60  of  the  Mesaba,  Vermillion,  and  Cuyuna  Range  iron 
mines. 

In  connection  with  that  work  I  have  made  special  studies  at  Helena,  Butte, 
and  Anaconda,  and  the  smelters  on  the  Pacific  coast. 

Consumers'  Power  Co,  now  the  Northern  States  Power  Co.,  Minneapolis. 

Wisconsin  Power  Co.,  Menominee,  Wis. ;  Apple  River  Power  Co.,  Somerset, 
Wis. :  Chelan  Electric  Co.,  Chelan,  Wash.,  1914  to  1913 ;  80,000  horsepower,  360- 
foot  head.  Surveys  and  inspection  of  the  Lake  Chelan  water  power ;  report  on 
the  project;  purchase  of  land  and  station  at  the  outlet  of  the  lake,  and  from 
Lake  Chelan  to  the  Columbia  River, 

Secured  improvement  for  the  Everett  River  Railway  Co.  and  the  Great 
Northern  Railway  Co.  This  railway  invested  $900,000  and  then  sold  to  the 
Washington  Water  Power  Co. — the  American  Power  &  Light  Co.  system — in 
1926.     Two  24,000-kilowatt  units  are  in  service  in  1928. 

Reports  for  finance,  plans  and  specifications,  and  on  contracts :  Southern 
Wisconsin  Power  Co. — I  will  read  the  names  only — Otter  Tail  Power  Co.,  Fer- 
gus Falls,  Minn. ;  Apple  River  Power  Co.,  Somerset,  Wis. ;  Twin  Cities  General 
Electric  Co.,  Ironwood,  Mich. ;  Public  Service  Co.,  St.  Cloud,  Minn. ;  Little  Falls 
Water  Power  Co.,  Little  Falls,  Minn.;  Interstate  Power  Co.,  Decorah,  Iowa: 
Winnipeg  Electric  Railway  Co.,  Winnipeg,  Manitoba ;  Gallatin  Development  Co.. 
Bozeman.  Mont;  city  of  Marquette,  Mich.;  Kettle  River  Quarries  Co.,  Sand- 
stone, Mich. ;  Granite  Power  Co.,  Snohomish  and  Stilliguamish  River,  Wash. 

The  list  is  long,  but  I  have  been  an  engineer  for  40  years.  My  personal 
biography  has  appeare<l  in  •'  Who's  Who  in  America  "  for  25  years. 

Question.  Mr.  Burch,  the  experience  that  you  have  just  related  has  given 
you  occasion  In  numerous  instances  to  examine  plans,  specifications,  and  finan- 
cial set-ups  for  the  development  of  hydroelectric  power? 

Answer.  It  has;  yes. 
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Question.  First,  I  will  ask  you  how  long  you  have  known  the  applicant, 
Mr.  Wheeler? 

Answer.  To  be  safe,  I  will  say  10  years. 

Question.  Will  you  state  if  you  know  his  reputation  in  his  professional  life 
as  an  engineer? 

Answer.  If  you  will  ask  Mr.  Wheeler  to  go  out  of  the  room,  I  will  speak  of 
him  as  I  should.  If  he  will  not  go  out,  I  will  say  that  he  is  a  wonderful  engi- 
neer. He  has  the  enthusiasm  to  get  back  of  his  projects.  His  reputation  as  an 
engineer,  to  make  an  estimate  and  fulfill  it,  is  of  the  first  grade. 

Question.  Is  that  his  general  reputation  in  Minnes^ota? 

Answer.  Yes.  He  has  a  wide  circle  of  acquaintances  who  can  say  what  I 
have  just  said. 

Question.  State  if  you  were  called  upon  by  a  client  to  pass  upon  any  engi- 
neering project  in  the  nature  of  those  that  we  have  discussed  here,  prepared 
by  Mr.  Wheeler,  you  would  have  confidence  in  his  conclusions  and  reports? 

Answer.  I  would  have  confidence. 

Question.  Has  Mr.  Wheeler  consulted  you  as  an  engineer  in  connection  with 
his  project  to  develop  the  Flathead  project? 

Answer.  Yes. 

Question,  Will  you  state  for  the  information  of  the  commission  just  when 
Mr.  Wheeler  consulted  you,  and  how  much  work  you  have  done  on  his  plans  and 
specifications? 

Answer.  Mr.  Wheeler  came  to  me  as  one  consulting  engineer  to  another  in 
July,  1929.  He  asked  me  to  help  him  prepare  his  plans  and  specifications  for 
this  hearing.  He  gave  me  access  to  all  the  papers  in  his  oflice,  to  all  the  papers 
that  he  had  collected  from  the  different  bureaus  and  departments  of  the  Gov- 
ernment, his  own  records,  his  sketches,  his  drawings,  his  estimates.  He  asked 
me  for  opinions — good,  confidential  opinions  from  one  engineer  to  another  who 
was  risking  his  reputation  on  the  outcome.  There  was  no  barrier  between  us. 
I  had  access  to  everything  he  had. 

Question.  Can  you  describe  the  extent  and  amount  of  data  that  Mr.  Wheeler 
made  available  to  you  for  your  inspection  and  study? 

Answer.  I  think  that  there  is  nothing  that  he  has  turned  in  to  this  commis- 
sion, or  in  evidence  in  this  hearing,  that  I  have  not  seen  before,  between  July 
and  October  of  this  year. 

Question.  Well,  was  the  data  that  he  had  in  his  oflSce,  on  which  he  consulted 
you  sufficient  to  permit  a  skilled  engineer  to  produce  plans  and  specifications 
for  a  project  of  this  kind? 

Answer.  Yes :  he  prepared  himself  thoroughly.  He  made  a  good  foundation 
as  he  went  along.  I  had  objections  to  many  of  his  steps,  and  he  filled  in  the 
voids.  We  worked  this  out  to  make  it  complete,  to  get  all  of  the  preliminary 
work  out  of  the  way,  before  we  came  to  this  hearing  at  Washington, 

Question.  I  would  like  to  have  you  state  at  this  time  whether  or  not  you 
liave  any  financial  interest,  present  or  expected,  in  Mr.  Wheeler's  project? 

Answer.  I  have  none. 

Question,  May  I  ask  if  your  relation  to  him  is  one  of  a  consulting  engineer 
and  not  a  partner  or  one  interested  in  his  financial  affairs. 

Answer.  We  are  in  independent  capacities.  I  am  an  old  engineer.  I  can 
fill  in  many  voids  where  they  might  be  filled  in.  However.  I  regard  Mr.  Wheeler 
as  an  engineer  of  sufficient  qualification  to  carry  on  his  work,  except  in  certain 
directions,  and  there  I  have  faithfully  tried  to  fill  in  the  voids: 

Question.  Now.  will  you  consult  the  plans  and  specifications  which  Mr. 
Wheeler  has  gone  over  with  you,  together  with  such  data  as  you  might  require, 
and  discuss  them  for  the  commission's  information,  as  to  the  sufficiency  of  Mr. 
AVheeler's  data,  and  the  accuracy  and  validity  of  his  conclusions? 

Answer.  I  began  at  the  bottom,  and  asked  for  his  drawings,  his  maps — 
largely  from  the  Department  of  the  Interior — for  all  of  the  data  on  watersheds, 
flowage  in  details:  I  took  the  data,  plotted  it.  used  it;  plotted  it  over,  cross- 
examined  him :  studied  the  data  on  flowage :  static  head :  active  head  utilization  : 
his  sketches  showing  his  flumes,  his  gravity  dam,  and  why  it  was  a  gravity 
dam :  the  magnitude,  the  dimensions,  the  power  station  building — the  equip- 
ment— studied  it  all  critically. 

And  then  came  the  second  great  problem,  of  using  that  great  amount  of 
power  in  connection  with  the  existing  flowage  and  elevations,  the  dredging  of 
the  canal  to  get  a  draw-down  of  28  feet  for  storage;  the  ultimate  use  in  con- 
nection with  the  Kicking  Horse  Reservoir,  which  would  more  than  double  the 
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capacity  of  tliis  plant;  the  load  factors,  with  reference  to  stream  flow  itself: 
the  use  of  this  power  for  these  services,  which  would  give  high  load  factors ; 
the  supplementing  of  the  valleys  by  pumping,  and  other  loads,  for  irrigation. 

I  contributed  all  of  my  information  on  the  subject  of  mining,  metallurgy, 
electrolysis,  and  electric  furnace  investigations.  I  studied  the  economics  of  the 
situation  and  advised  him  in  that  direction.  I  have  checked  all  of  his  estin»ates 
which  have  any  bearing  on  power.  I  did  not  check  any  estimates  bearing  on 
concrete. 

Mr.  Wheeler  is  a  much  better  expert  than  I  on  concrete  work.  I  would, 
however,  study  a  general  design.  I  advised  him  on  load  factors.  I  checked 
his  estimates  of  cost  of  construction,  the  quantities,  the  unit  prices,  the  handi- 
caps, and  where  to  take  advantage  of  opportunities — good  opportunities. 

I  have  checked  all  of  his  estimates  of  construction.  They  amount  to 
$18,000,000.  I  have  checked  all  of  his  estimates  on  operations,  on  finance : 
and  from  my  own  experience  and  study.  No  two  engineers  will  come  to  the 
same  conclusion;  but  I  am  willing  to  state  broadly  that  the  findings  by  Mr. 
Wheeler  and  the  presentation  to  this  commission  are  fair,  and  not  optimistic 
but  very  conservative.  They  are  sufiiciently  accurate  in  the  totals,  and  the 
financial  set-ups  he  has  made  is  a  normal,  ordinary  one. 

Question.  In  your  opinion,  based  upon  this  study  and  your  past  experience, 
can  Mr.  Wheeler  develop  the  sites  he  has  planned  within  the  estimates  he  has 
presented  to  the  commission? 

Answer.  Yes ;  I  feel  sure  of  it. 

Question.  State  whether  or  not,  from  your  study  of  the  data  and  your  past 
experience,  the  power  can  be  developed  at  the  cost  which  Mr.  Wheeler  has 
indicated  in  his  plans? 

Answer.  Yes.  I  think  the  prices  are  fair  and  conservative,  and  that  the  plans 
can  be  carried  out  substantially  as  he  has  outlined  them. 

Question.  You  stated,  in  describing  your  qualifications  as  an  engineer  and 
executive,  that  you  had  been  experienced  in  financing  projects  and  managements. 
Based  upon  that  experience  and  your  study  of  this  situation,  what  have  you  to 
say  as  to  the  possibility  of  Mr.  Wheeler  being  able  to  finance  a  project  as 
described  here  under  normal  conditions? 

Answer.  I  think  that  he  will  not  find  any  great  obstacle  to  prevent  his  carry- 
ing out  his  financial  plans  substantially  in  accord  with  his  presentation. 

Question.  Do  you,  as  an  engineer  and  a  business  executive,  consider  Mr. 
Wheeler's  project,  as  illustrated  by  his  plans  and  specifications,  a  good  business 
proposition  for  anyone  interested  in  obtaining  power  or  utilizing  power? 

Answer.  Yes;  I  approve  it. 

Question.  Would  you,  as  an  engineer  responsible  to  your  clients  interested  in 
such  a  project,  be  willing  to  record  your  approval,  assuming,  of  course,  that 
the  data  which  you  have  studied  is  substantially  correct? 

Answer.  Yes ;  and  I  can  go  a  step  further :  I  want  to  guarantee  that  the  data 
itself  is  substantially  correct ;  that  I  approve  it  from  the  bottom  to  top. 

Question.  From  your  study  and  from  your  experience,  do  you  believe  that  if 
Mr.  Wheeler  would  develop  this  project  as  he  has  planned  there  would  be  a 
return  upon  the  investment  substantially  as  he  has  indicated  in  the  pai^ers  he 
has  presented  here? 

Answer.  Y'es.     He  is  taking  only  the  ordinary,  normal  risk. 

Question.  From  your  knowledge  of  the  development,  production,  and  sale  of 
power  generally,  based  upon  your  experience,  do  you  know  of  any  reason  in  the 
present  case  why  Mr.  Wheeler  should  be  unable  to  sell  his  jiowim-  witliin  a 
reasonable  time? 

An.swer.  No;  I  know  of  no  reason  which  would  prove  an  insunrKrimaili' 
handicap. 

Question.  You  have  been  present  at  these  hearings  since  they  began  on 
Monday  ? 

Answer.  Yes. 

Question.  Except  from  the  information  that  you  have  gained  here,  have  you 
any  knowledge  of  the  competitive  situation  in  the  Northwest,  with  respect  to 
power,  and  have  you  any  information  regarding  the  financial  connections  be- 
tween the  several  power-producing  companies? 

Answer.  Oh,  of  course,  I  have  specific  knowledge  of  the  financial  relations 
between  the  several  large  ele<.tric-power  companies  in  this  Northwest  group. 

Questkm.  You  refer  now  to  the  Montana  Power  Co.? 

Answer.  Yes. 
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Question.  The  Anaconda  Copper  Mining  Co.? 

Answer.  Yes. 

Question.  The  American  Light  &  Power  Co.? 

Answer.  Yes. 

Question.  Well,  in  view  of  that  situation,  where  these  power  companies,  con- 
trolling a  very  large  proportion  of  the  power  in  that  district,  are  interlocked, 
iiy  boards  of  directors,  if  not  connected  in  other  ways,  through  the  Electric 
liond  &  Share  Co. — I  say,  in  view  of  that  situation,  do  you  see  any  reason  why 
Mr.  Wheeler  should  not  be  able  to  find  a  ready  market  for  his  power  in  compe- 
tition with  such  companies? 

Ai-swer.  Of  course,  the  handicaps  being  greatly  increased  with  that  combina- 
tion set  against  him,  we  have  studied  and  majored  on  plans  to  avoid  that 
handicap  as  far  as  possible.  We  have  gone  out  in  a  new  direction.  We  have 
majored  on  the  subject  of  fertilizer  production,  for  many  reasons.  And  we  ire 
not  g  >ing  to  put  all  of  our  eggs  in  one  basket.  We  are  going  just  as  far  as  we 
can  on  the  production  of  phosphoric  acid  and  any  other  method  of  producing 
fertilizers ;  and  we  plan  to  keep  abreast — we  have  kept  abreast  of  the  chang- 
ing situation  with  reference  to  the  electric  and  electrolytic  production  of  these 
fertilizers.  But  w^e  have  gone  much  further.  We  have  reviewed  the  situation 
with  the  electrochemical  industries,  these  hundred-million-dollar  corporations 
in  the  larger  eastern  cities ;  and,  at  my  request.  Mr.  Wheeler  has  spent  a  large 
part  of  his  time  in  interviews  and  in  studies ;  so  that  we  could  not  only  major 
on  phosphoric  acid  production,  but  take  in  the  mining  and  the  electro- 
metallurgical  industries,  the  pulp-paper  business ;  the  irrigation  of  the  lands 
using  large  amounts  of  power,  so  that  we  could  use  that  power  up  to  over 
•JOO.OOO  horsepower  at  the  earliest  possible  date. 

Questi(»n.  Have  you  had  any  special  experience  in  the  manufacture  of  paper 
pulp  by  electric  power? 

AiiSwer.  Yes.  I  read  in  the  record  my  experience  with  the  Rainy  River 
Development  Co.,  the  Ontario  Paper  Co..  and  the  Backus-Brooks  Paper  Co., 
at  International  Falls,  Minn.,  and  Fort  Francis,  Ontario. 

Question.  In  view  of  the  conditions  surrounding  the  Flathead  Lake  region  in 
respect  to  power  possibilities,  and  pulp  wood  indigenous  to  the  place,  what  is 
you:-  ".pinion  as  to  the  possibility  of  developing  a  market  for  power  in  connec- 
tion with  the  paper  industry? 

Answer.  Based  on  one  of  the  Department  of  Agriculture  bulletins,  entitled, 
5;utstantially,  "  The  Opportunity  for  the  Manufacture  of  Paper  from  the  Wood 
Supply  of  Spruce  and  Balsam  in  the  Flathead  District."  there  is  a  grand  oppor- 
tunity to  supply  paper  and  paper  products,  not  only  to  the  Northwest,  so  far 
as  they  can  use  it,  but  it  can  be  sent  long  distances  by  rail  and  water. 

Question.  Have  you  ever  been  in  Montana  in  the  mining  districts,  such  as 
Butte  or  Anaconda? 

Answer.  Y>s :  many  times. 

Question.  Have  you  ever  made  any  intensive  studies  of  conditions  in  that 
mining  region? 

Answer.  Y^es :  for  specific  purposes. 

Question.  Would  you  mind  relating  those? 

Answer.  My  clients  have — or,  perhaps,  I  have  suggested  to  my  clients  the 
desirability  of  studies  of  water  powers,  transmissions,  mining  conditions ;  to 
study  the  mines  themselves,  the  mine  hoisting,  the  plants,  at  Anaconda  and 
Butte.  And  I  have  made  trips  to  study  the  milling  and  the  mining  in  that 
region. 

Question.  Well,  from  your  knowledge  of  conditions  in  that  region  in  mining, 
do  you  consider  that  there  is  a  potential  market  for  power  from  the  Flathead 
Reservation,  to  be  applied  to  mining  and  metallurgical  work? 

Answer.  We  have  so  applied  it  in  the  plans  presented  by  Mr.  Wheeler. 

Question.  Now.  what  do  you  consider  the  first  essential  for  marketability 
of  this  power  to  these  fertilizer  industries,  the  mining  industry,  and  the  pax)er 
Industry? 

Answer.  First,  a  real  project,  something  of  which  you  are  not  ashamed  when 
you  go  to  the  men  who  must  finance  it  and  construct  it. 

Second,  a  large  power. 

Third,  wonderful  opportunities  for  storage  of  water  at  Flathead  Lake  and  the 
Kicking  Horse  Reservoir. 

A  gofKl  static  head.  No  gi*eat  handicaps  with  reference  to  foundations  <>r 
from  earthquakes 
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Mr.  McCoRMACK.  Pardon  me  a  moment,  Mr.  Chairman.  Would  it  be  proper 
for  me  to  connect  the  name  of  that  reservoir?  It  is  "  Hungry;:  Horse  "  Reservoir 
in  the  record  and  not  "  Kicking  Horse  Reservoir." 

Secretary  Wilbur.  "  Hungrj^  Horse  Reservoir  "  instead  of  "  Kicking  Horse 
Reservoir  "  ? 

Mr.  McCoRMACK.  Yes,  sir.    It  amounts  to  the  same  thing,  of  course. 

Secretary  Wilbur.  Yes;  there  are  just  about  as  many  of  one  kind  as  the 
other.     [Laughter.] 

The  Witness.  The  opportunity  to  obtain  a  large  primary  power  for  those 
industries  which  require  large  blocks  of  primary  power;  the  opportunity  to 
use  the  surplus  power,  which  amounts  to,  perhaps,  25  per  cent  of  the  primary 
power,  and  which  is  available  in  the  summer  months  for  irrigation  through 
the  use  of  transmission  lines  and  motors  to  a  place  along  the  river  bed,  and 
pumping  to  at  least  the  first  benches  on  the  lower  river  in  the  valley. 

Secretary  Wilbur.  Mr.  Forbes,  how  long  will  it  take  you  to  get  through  with 
this  witness? 

Mr.  Forbes.  Well,  I  imagine  that  it  will  take  probably  a  half  an  hour  more. 

Secretary  Wilbur.  Then,  if  you  have  not  any  objection  and  if  it  is  agreeable 
to  everybody,  we  would  like  to  adjourn  until  2  o'clock  this  afternoon. 

Mr.  Forbes.  That  is  all  right,  sir. 

(Thereupon,  at  12.15  o'clock  p.  m.,  a  recess  was  taken  until  2  o'clock  p.  ni.) 

AFTEK  BECBSS 

The  hearing  reconvened  at  2  o'clock,  p.   m.,  pursuant  to  the  taking  of  a 
recess. 
Appearances:  Same  as  heretofore  noted. 
Whereupon, 

Edward  P.  Burch  resumed  the  stand  for  further  direct  examination  (con- 
tinned ) . 

By  Mr.  Forbes: 

Question.  My  recollection  is  that  my  last  question  was,  What  are  the  first 
essentials  for  the  marketability  of  the  power  produced  at  this  project?  Will 
you  discuss  that?     Were  you  through  with  your  answer? 

Answer.  No.  I  have  just  outlined  the  principal  facts  found  in  the  investiga- 
tion of  the  essentials  for  marketability.  The  essentials  found  in  this  project 
resulted,  first,  in  a  low  cost  of  construction  per  prime  horsepower ;  second,  in  a 
low  cost  of  operation.  The  result  is  that  these  factors  will  attract  the  market 
for  many  industries. 

Question.  From  your  study,  your  experience  in  the  profession,  you  believe 
that  Mr.  Wheeler  can  produce  and  sell  power  from  that  project  cheaper  than 
could  the  Rocky  Mountain  Power  Co.? 

Answer.  Yes. 

Question.  Will  you  give  your  reasons? 

Answer.  I  have  great  faith  in  the  reliability  of  Mr.  Wheeler  as  a  constructor. 
I  believe  that  his  finding  of  fact  in  this  case  is  good.  I  think  his  capital 
structure  is  so  conservative  and  unencumbered  by  relations  to  other  projects  or 
rates  that  he  will  be  able  to  not  only  construct  but  operate  at  the  same  or  lower 
rates  than  any  competitor. 

Question.  Why  don't  you  think  the  Rocky  Mountain  Power  Co.  could  produce- 
and  sell  the  power  from  this  project  as  cheaply  as  Mr.  Wheeler? 

Answer.  Because  they  are  entangled  with  other  rates,  and,  like  a  railroad 
rate  case,  it  is  rather  dangerous  or  better  not  to  undermine  or  change  the  policy 
which  they  now  have. 

Question.  If  Mr.  Wheeler  could  produce  and  sell  power  from  this  project 
cheaper  than  the  Montana  Co.  can  produce  power  from  its  present  holdings,  do 
you  know  of  any  business  reasons  why  the  Montana  Power  Co.  should  not  buy 
power  from  this  source? 

An.s\ver.  No;  there  is  no  reason  why  they  should  not,  unless  the  matter  of 
policy  is  involved. 

Question.  If  the  cost  of  power  to  the  Montana  Co.  from  Mr.  Wheeler  was 
materially  lower  than  the  cost  of  production  at  their  present  sites,  would  you. 
as  an  executive,  consider  it  good  business  to  refuse  to  buy  cheaper  power  if  it 
needed  extra  power? 
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Answer.  Your  question  is  not  clear.  Do  you  mean  if  I  were  an  executive  of 
the  Montana  Power  Co.? 

Question.  Yes;  I  am  asking  you  from  your  experience  as  an  executive  and 
a  manager  of  projects,  under  these  conditions,  if  Mr.  Wheeler  can  produce 
power  at  the  Flathead  site  cheaper  than  you  or  the  Montana  Co.  can  produce 
it  at  existing  sites  that  you  and  the  Montana  Co.  now  own,  wouldn't  it  be  good 
business  for  you  to  buy  it  from  Mr.  Wheeler? 

Answer.  Yes;  I  could  make  a  saving. 

Question.  You  referred  in  the  early  part  of  your  testimony  to  filling  in  the 
valleys  and  referred  to  using  secondary  power  for  pumping.  Will  you  explain 
to  the  commission  just  what  you  meant  by  that? 

Answer.  In  this  project  a  large  part  of  the  power— water  and  power— will 
be  wasted,  particularly  between  the  middle  of  April  and  the  middle — and  the 
end  of  August.  It  will  never  be  very  practical  to  install  such  excess  or  reserve 
capacity  that  the  entire  stream  flow  can  be  utilized,  but  so  far  as  possible  it 
should  be  absorbed ;  and  since  that  period  is  the  one  requiring  water  for 
irrigation,  a  normal  engineer  investor  would  see  to  it  that  the  surplus  or 
secondary  power  during  that  period  was  sold  for  irrigation  purposes  or  any 
other  purpose  to  increase  the  revenues  of  the  cori^oration. 

Question,  Do  you  at  present  know  of  any  opportunity  the  Montana  Power 
Co.  or  the  Rocky  Mountain  Power  Co.  has  for  the  marketing  of  this  power 
which  the  applicant,  Wlieeler,  would  not  have? 

Answer.  No ;  but  I  don't  know  very  much  about  the  opportunities  of  the 
Montana  Power  Co. 

Question.  State  whether  or  not  in  your  opinion  applicant  Wheeler  would 
be  in  as  good  a  position  to  dispose  of  this  power  as  would  be  the  Montana 
Co.  or  the  Rocky  Mountain  Power  Co, 

Answer.  I  think  he  would;  yes. 

Question.  And  if  he  were  able  to  produce  this  power  cheaper  and  to  sell 
it  for  a  lower  rate  than  the  Rocky  Mountain  Power  Co.  could,  would  you  say 
his  opportunity  was  greater? 

Answer.  Yes ;  because  it  would  attract  industries. 

Question.  Now,  you  have  referred  to  the  fact  that  you  have  carefully 
checked  and  analyzed  the  plans  and  specifications  of  Mr.  AMieeler.  Will  yon 
refer  to  those  plans  and  specifications  and  discuss  them  to  show  the  commis- 
sion to  what  extent  you  have  verified  his  conclusions? 

Answer.  I  stated  this  morning  that  Mr.  Wheeler  is  an  engineer  who  special- 
izes in  concrete  and  civil  engineering,  and  that  I  have  the  utmost  respect  for 
his  ability  in  that  direction.  I  have,  therefore,  helped  him  by  taking  those 
things  in  which  I  thought  I  had  had  the  greater  experience,  and  I  have- 
checked  his  quantities,  locations,  estimates,  unit  costs,  and  totals  to  find  error 
or  to  modify,  so  that  his  final  presentation  now  before  the  commission  as  to 
the  cost  of  construction  and  cost  of  operation  has  been  checked  by  me  in  some 
detail. 

Question.  Will  you  go  on  and  refer  to  any  of  the  data  that  has  been  con- 
sidered here? 

Answer.  In  Wheeler's  Exhibit  No.  4,  giving  the  cost  of  construction,  $18,- 
000,000,  I  have  examined  the — his  statement,  his  details  embraced  in  the  state- 
ment in  Exhibit  No.  4 ;  and  in  order  to  do  so  I  have  had  access  to  his  sketches 
and  drawings,  particularly  those  with  reference  to  the  power  house  and  the 
generating  machinery,  in  which  I  think  I  have  had  the  better  experience.  For 
example,  I  have  before  me  preliminary  plans  for  the  development  of  power  site 
No.  1,  150,000-horsepower  development,  showing  that  Mr.  Wheeler  did  have 
definite  plans  before  him  on  which  to  base  his  estimates  not  only  for  the  ma- 
chinery and  power-house  construction  but  also  for  his  concrete  work — dam  and 
flume.  The  drawings — the  blue  prints  which  I  now  hold  show  some  of  those 
details. 

Question.  Do  you  care  to  present  that  map — the  blue  prints? 

Answer.  I  think  it  should  be  presented  to  the  commission  as  part  of  its  record. 

Question.  First,  I  will  ask  if  you  had  any  opportunity  to  assist  in  the  prepara- 
tion of  the  map  or  comment  on  the  data  upon  which  it  is  based  before  it  was 
made? 

Answer.  I  did  not. 

Question.  Is  this  the  map  that  Mr,  Wheeler  presented  to  you  for  a  study? 

Answer.  It  is. 
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Mr.  Forbes.  I  offer  it  iu  evidence  as  Wheeler  Exhibit  No.  22.  The  map  con- 
sists of  two  sheets  stapled  together. 

Mr.  Russell.  Is  it  possible  to  furnish  more  blue-print  copies  than  that? 

Mr.  Forbes.  I  am  advised  we  have  the  tracings.  We  will  have  a  number  of 
them  run  off. 

Mr.  Bonner.  What  is  the  title  of  that? 

Mr.  Forbes.  Drawing  No.  1,  Preliminary  Plans,  150  Hosepower  Development 
Power  Site  No.  1,  and  Drawing  No.  2,  with  the  same  title,  all  forming  one 
exhibit. 

By  Mr.  Forbes  : 
Question.  In  your  opinion,  is  this  map  an  adequate  description  of  the  project 
to   enable   you   or   any   other    engineer    to   determine    the   sufficiency    of    Mr. 
W^heeier's  preparation? 

Answer.  Yes ;  it  is.     It  is  an  intelligent  presentation. 

.Question.  Have  you  any  other  data  that  you  care  to  submit  in  this  connec- 
tion, Mr.  Burch? 

Answer.  No. 

Question.  In  your  opinion,  if  Mr.  Wlieeler  had  made  the  study  of  the  data 
which  has  been  mentioned  here  and  then  had  spent  but  two  or  three  hours — 
whatever  the  short  time  was — at  the  dam  site,  do  you  think  from  that  visit  he 
would  be  competent  to  make  sketches  and  draw  valid  conclusions  from  such 
sketches? 

Answer.  Oh,  no.  Two  or  three  hours  at  the  site  gave  him  only  a  superficial 
review  of  the  situation,  but  when  he  had  the  contours,  the  maps,  sections,  and 
the  data  from — and  other  data  which  he  obtained  from  the  Federal  Power  Com- 
mission, he  had  sufficient  information  on  which  to  make  a  definite  plan  to  specify 
what  he  wanted  on  certain  sketches  and  blue  prints  and  drawings,  and  from 
that  he  could  go  at  the — he  could  make  an  intelligent  estimate  of  the  cost  of 
construction.  Apparently  he  has  done  so  in  the  drawings  Nos.  1  and  2  just 
presented.  Mr.  Wheeler,  however,  did  not  spend  two  or  three  hours.  I  think 
that  is  rather  belittling.  He  spent  many  days  at  this  site  around  the  lake  in 
studying  the  phases  including  the  flooding  of  the  lands,  review  of  the  geology, 
and  study  of  the  rock  for  founda lions,  and  the  opportunity  to  do  good  work  with 
a  minimum  number  of  handicaps.  I  have  been  surprised  and  glad  that  the 
preliminary  work  that  he  has  done  in  the  review  of  the  situation  and  iu  his 
preliminary  plans  have  been  so  well  carried  out. 

Question.  Do  you  consider  the  presentation  Mr.  Wheeler  has  made  in  this 
map  and  the  other  data  represents  a  sufficient  study  to  enable  a  skillful  engi- 
neer to  draw  conclusions  for  development  and  financing  of  the  project? 

Answer.  No.  Let  us  not  go  too  far.  It  is  sufficient  for  a  preliminary  study 
and  an  application  for  a  permit  from  this  commission,  but,  of  course,  the  work 
must  be  followed  by  plans  for  financing  and  other  preliminary  work  and  ob- 
taining the  best  market,  the  best  industries,  to  give  him  the  greatest  return  on 
his  investment. 

Mr.  Forbes.  That  is  all,  Mr.  Chairman. 

Mr.  Dixon.  Before  you  go  into  cross-examination  I  would  like  to  ask  the  wit- 
ness one  question. 

By  Mr.  Dixon  : 

Question.  Can  you  tell  approximately  what  it  would  cost  to  deliver  25,000 
horsepower  a  distance  of  100  miles?  Can  you  tell  what  the  line  would  cost  per 
horsepower?  How  difficult  would  that  be?  What  would  a  cairying  linc^  100 
miles  in  length,  carrying  25,000  horsepower,  approximately  cost?  How  much 
per  horsepower  would  that  add  to  the  prime  cost  to  carry  it  100  miles? 

Answer.  That  is  a  grod  deal  like  asking,  how  old  is  Ann? 

Question.  I  thought  you  engineers  could  tell  that. 

Answer.  If  you  assume  that  that  line  would  cost  $20,000  per  mile  and  there 
are  100  miles,  it  would  be  $2,000,000.  If  you  then  divide  your  $2,000,000  by 
your  horsepower  you  can  get  the  cost  per  horsepower  and  capitalize  it  readily. 
If  you  add  10  per  cent  for  losses  in  transformers  and  line,  you  would  have  the 
increa.'^ed  amount  of  iwwer  required  to  send  that  20,000  horsoiK)wer  100  miles. 
The  general  proposition  is  simple,  but 

Question.  Yes:  I  know  the  general  proposition,  but  can  you  reduce  that  to  an 
approximate  horsepower  cost  to  deliver  25,000  horsepower  100  miles  distance — 
and  remember  this  is  a  mountainous  country  this  100  miles — half  of  it — would 
run  over? 
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Answer.  Such  an  answer,  Mr.  Commissioner,  should  be  given  after  a  study 
of  one  week,  but  from  the  curbstone,  I  would  say  that  the  cost  of  power  would 
be  more  than  doubled;  the  total  cost  per  horsepower  would  be  more  than 
doubled. 

Question.  In  transmitting  100  miles? 

Answer.  That  amount  of  power ;  yes. 

Question.  So  if  he  sold  it  for  $15  at  the  dam  to  transmit  it  lOO  miles,  he 
would  make  $30  per  horsepower  plus? 

Answer.  Much  more  than  that,  I  think,  Mr.  Commissioner.  More  than 
doubled. 

Mr.  Dixon.  That  is  all  I  want  to  know. 

Cross-examination  by  Mr.  Kei.lt: 
Question.  Mr.  Burch,  if  a  customer  had  a  metallurgical  plant  in  Anaconda 
or.  Butte,  which  is  a  distance  of  about  140  miles  from  the  Flathead  site,  you 
put  your  base  price,  or  Mr.  Wheeler  does,  at  $15  a  horsepower  at  the  plant. 
Your  customer  says,  "I  am  in  the  mining  game  and  not  in  the  power  game. 
I  have  an  offer  from  the  Montana  Power  Co.  to  furnish  me  power  at  my  plant, 
and  I  want  to  know  what  you  can  afford  to  do  it  for."  Your  power  is  worth 
$15  at  the  bus  bars  at  your  plant  on  the  Flathead.  If  it  cost  $30  or  over  $30 
to  deliver  it  100  miles,  it  would  probably  cost  what?  Would  it  cost  $40  or 
$35  a  horsepower  at  Buttee  or  Anaconda,  do  you  think? 
Answer.  Over  $40,  Mr.  Kelly. 

Question.  So  that  your  base  price  of  $15  at  the  plant  on  the  Flathead  would 
mean  over  $40  per  horsepower  for  power  in  a  zinc  plant  at  Anaconda,  140 
miles  away? 

Answer.  I  think  that  after  two  weeks  of  investigation  I  might  come  to  some 
conclusion  like  that. 

Question.  That  is,  your  own  judgment  now  as  to  what • 

Answer.  No;  it  is  not  the  judgment  at  all.     It  is  jumping  from  a  curb. 
Question.  Well,  you  have  had  40  years  of  experience  and  a  large  part  of  it 
in  the  power  business. 

Answer.  I  haven't  been  jumping  during  that  40  years. 
Question.  What  is  that?     I  beg  your  pardon.     I  didn't  hear  you. 
Answer.  I  haven't  been  spending  my  time  jumping  at  estimates  during  that 
40  years,  Mr,  Kelly. 

Question.  But  when  you  estimated  the  logical  set-up  that  Mr.  Wheeler  has 
here  from  the  exhibits  which  he  has  presented  and  from  the  information  that 
you  have  at  hand,  and  you  concluded  that  the  sale  of  power  at  $15  per 
horsepower  at  the  plant  would  attract  the  metallurgical  market  of  the  district, 
you  must  have  had  in  mind  that  the  metallurgical  market  to  be  reached,  that 
lines  would  have  to  be  built  out  either  by  your  company  or  somebody  else  and 
be  transmitted.  Did  you  calculate  that  in  this  metallurgical  field  out  there 
for  the  use  of  electricity  for  the  reduction  and  refinement  of  metals  a  $15  a 
horsepower  price  at  that  plant  meant  $35  or  $40  a  horsepower  in  the  district 
where  the  mines  and  the  smelters  are? 

Answer.  That  involved  question  can  be  answered  in  short 

Question.  It  can  be  answered  yes  or  no.  I  am  just  asking  you  whether  you 
considered  these  things. 

Answer.  At  no  time  has  a  specific  problem  come  to  Mr.  Wheeler  or  me  based 
upon  the  use  of  large  blocks  of  power  for  metallurgical  purposes  and  the  trans- 
mission 140  miles. 

Question.  Well,  you  said  in  your  direct  testimony  that  after  an  examination 
of  Mr.  Wheeler's  set-up  here  you  concluded  it  was  sound  financially  and  from 
a  practical  standpoint.  Just  what  did  you  have  in  mind  with  reference  to  the 
marketing  of  the  power  for  metallurgical  purposes?  Did  you  think  that  the 
power  would  be  transmitted  to  the  mines  or  the  mines  moved,  or  the  ore 
freighted  to  your  plant? 

Answer.  Well,  your  remarks  are  very  facetious:  that  is,  you  are  not  serious. 
Question.    That  is  a  very  serious  problem — the  development  of  power  in 
Montana. 

Answer.  But  I  am  bound  to  answer  that  good  business  would  not  suggest 
the  transmission  of  large  blocks  of  power  for  metallurgical  purposes  over  a 
distance  of  140  miles. 

Question.  You  think  it  is  unsound  business,  then,  in  Montana  for  the  trans- 
mission of  large  blocks  of  power  from  Great  Falls  to  Anaconda,  a  distance  of 
140  miles?     Is  that  true? 
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Answer.  You  were  tying  in  Anaconda,  not  from  Great  Falls,  but  with  many 
sources  which  terminate  at  Anaconda ;  and  you  may  have  a  specific  case,  for 
example,  where  that  would  be  practical  combined  with  other  loads ;  but  gener- 
ally speaking,  Mr.  Kelly,  you  would  not  ask  that  large  blocks  of  power  be  sent 
from  Great  Falls  to  Anaconda  for  the  specific  and  only  use — for  the  particular 
use — sole  use  of  electrometallurgical  industries  at  Anaconda. 

Question.  Now,  is  it  your  notion,  and  did  you  give  your  opinion  to  Mr. 
Wheeler  and  to  this  commission  to  the  effect  that  Mr.  Wheeler's  plans,  including 
his  financial  set-up  and  the  set-up  as  to  contemplated  income,  were  based  upon 
the  proposition  that  the  power  would  be  used  on  the  ground  or  be  transmitted 
distances  as  much  as  100  or  140  miles? 

Answer.  Neither. 

Question.  Did  you  give  any  consideration  to  the  question  of  the  transmission 
of  the  power? 

Answer.  Certainly. 

Question.  Now,  just  explain  to  the  commission  what  you  mean.  What  did  you 
give  consideration  to?  Will  you  tell  the  commission  now  what  went  through 
your  mind  in  reaching  your  conclusion  upon  Mr.  Wheeler's  entire  set-up? 
What  factors  with  reference  to  transmission  did  you  take  into  consideration, 
and  what  weight  did  you  give  them  in  arriving  at  your  conclusions? 

Answer.  As  a  foundation  we  start  with  a  sale,  and  offered  sale  of  power  at 
the  Poison  hydroelectric  plant  at  $15  per  horsepower  year.  We  are  certain  that 
there  will  never  be  a  great  factory  or  industry  at  Poison.  There  may  be  many 
within  15  miles. 

Question.  All  right.  Now,  then,  let  us  be  concrete.  Assuming  that  a  factory 
was  50  miles  from  Poison,  and  we  will  have  it  a  metallurgical  factory  so  as  to 
keep  to  the  same  concrete  proposition  ;  we  will  say  an  electrolitic  zinc  plant, 
which  is  a  user  of  power  of  a  very  high-load  factor.  The  load  is  quite  uniform 
over  the  entire  period  of  the  day  and  night. 

You  say  that  practically  you  anticipated  that  these  large  plants  would  not 
be  at  Poison,  but  probably  50  miles  from  there.  A  zinc  producer  comes  to  you 
as  the  executive  of  this  new  power  plant  at  Poison  and  says,  "  I  have  or 
propose  to  build  a  zinc  plant  50  miles  from  your  plant.  You  say  our  price  for 
power  is  $15  at  the  plant."  Well,  the  miner  says,  **  I  am  not  in  the  power 
business.  I  would  like  to  have  the  power  delivered  to  me.  That  is  your  busi- 
ness. What  will  you  deliver  power  to  me  50  miles  away  from  your  plant 
for?" 

What  is  your  judgment  as  to  what  that  power  would  cost  him  50  miles 
away? 


Answer.  The  industry — in  this  case  the  zinc  industry- 
Question.  Pardon 

Answer.  Located — would  have  its  own  corps  of  engineers  who  would  be- 


Question.  I  am  just  asking  you  one  question,  what  your  judgment  is  as  to 
the  cost  of  the  transmission  of  that  power  50  miles  now.  You  don't  need  any 
further  discussion.     If  you  w^ill  just  give  me  that. 

Mr.  Russell.  The  cost  to  whom,  Mr.  Kelly? 

Mr.  Kelt^y.  To  anybody  that  transmits  it. 

Mr.  Russell.  To  the  company  generally  or  to  the  industry? 

Mr.  Kelly.  I  am  asking  him  what  he  would  deliver  power  for  or  what  it 
would  cost.  He  makes  up  the  price  to  be  $15,  and  if  he  was  delivering  it  50 
miles  away,  how  much  does  he  think  it  would  cost  him? 

Answer.  We  can  work  out  a  rate  schedule  which  would  give  the  cost  to  any 
industry  at  any  distance  and  any  quantity  under  any  load  factor.  That  has 
not  been  done.  This  is  only  preliminary — this  is  only  a  request  for  a  permit 
without  even  having  a  customer. 

By  Mr.  Keilly: 
Question.  Yes ;  but,  Mr.  Burch,  you  told  the  commission  that  you  have  gone 
thoroughly  over  Mr.  Wheeler's  set-up  and  you  conclude  it  is  practical  because 
the  base  price  for  power  is  $15  a  horsepower,  and  you  think  that  is  cheaper 
than  the  Montana  Power  Co.  or  the  Rocky  Mountain  Power  Co.,  connected  with 
the  Montana  Power  Co.,  would  be  able  to  sell  it.  You.  say  you  think  you  would 
have  to  sell  it  to  plants  a  distance  of  50  miles  away.  Did  you  figure  liow  much 
that  difference  was  going  to  make  to  the  buyer?  You  will  have  to  compete 
against  the  other  iwwer  company.  Now,  I  want  to  know  what  you  think  you 
can  deliver  power  60  miles  away  for. 
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Answer.  That  is  not  a  matter  of  thinking,  :Mr.  Kelly ;  it  is  a  matter  of  sitting 
down  at  a  worktable  and  applying  yourself  and  getting  facts  and  rate  schedules 
for  that.     That  has  not  been  done. 

Question.  Then  you  did  not  calculate  on  that  at  all  when  you  confirmed  Mr. 
Wheeler's  plans?  You  never  figured  that  you  were  transmitting  power  away 
from  this  plant? 

Answer.  I  certainly  did. 

Question.  You  would  sell  it  all  at  the  plant? 

Answer.  Oh.  no.  That  is  ridiculous,  Mr.  Kelly,  This  power  is  not  to  be  used 
at  the  switchboard  at  the  plant ;  it  is — practically  all  will  be  transmitted. 

Question,  Distances  of  50  miles  away? 

Answer,  Oh.  some  of  it  will  be  5  miles  away  and  some  of  it  may  be  a  hundred 
miles,  but  we  haven't  made  up  a  rate  schedule  or  submitted  it  to-  the  Montana 
Power  Commission  for  approval.  We  haven't  gone  into  the  details  beyond 
what  is  reasonably  expected  of  us. 

Question,  You  haven't  even  made  an  estimate  of  what  the  cost  of  transmis- 
sion would  be  50  or  100  miles  from  your  plant? 

Answer.  I  just  made  an  estimate  for  the  commissioner. 

Question.  Or  40  miles? 

Answer,  I  asked  him  for  a  week.  I  told  him  that  the  proper  thing  would  be 
to  take  a  week  to  do  it. 

Question,  You  made  an  estimate  something  in  excess  of  $30  a  horsepower  for 
100  miles  and  in  excess  of  $40  a  horsepower  for  40  miles.  Now,  I  am  trying  to 
find  out  what  you  thought  it  would  be  for  50  miles,  wherever  your  plants  might 
be  located,  when  you  were  making  up  your  mind  on  this. 

Answer.  Will  the  answer  to  you  be  satisfactory  if  I  say  in  proportion  to  the 
mileage? 

Question.  Not  in  proportion  to  the  mileage.  I  think  perhaps  I  misunderstood 
you  here. 

You  stated  early  in  your  examination  that  Mr.  Wheeler  first  consulted  you 
in  1925?  I 

Answer.  That  was  an  error.     It  was  1929. 

Question.  July  of  this  year? 

Answer,  Yes, 

Question,  When  you  were  first  consulted  about  it. 

Neither  he  nor  you  have  ever  seen  sites  3,  4,  or  5,  have  you? 

Answer,  I  haven't  seen  them,     I  don't  know  whether  he  has  or  not. 

Question.  And  you  saw  no  drawings  of  them? 

Answer.  No  drawings  have  ever  been  made. 

Question.  And  you  have  concluded  that  it  would  cost  $18,000,000  plus  to  build 
sites  Nos.  1,  2,  3,  4,  and  5,  the  last  four  of  which  you  have  seen  no  drawings  of? 

Answer.  That  is  true,  Mr.  Kelly. 

Question.  Upon  what  do  you  base  your  opinion  to  the  cost  of  construction  of 
sites  Nos.  2,  3,  4,  and  5? 

Answer.  The  cost  of  construction  of  plant  No.  1  of  105,000  horsepower  and 
proportional  costs  with  some  leeway  at  the  easier  sites  at  Nos.  2,  3,  4,  and  5. 

Question.  In  other  words,  you  estimated  that  it  would  cost  the  same  price 
per  horsepower  to  develop  these  lower  sites  that  it  would  cost  to  develop  the 
first  site — the  same  unit  cost? 

Answer.  Approximately.  Of  course,  you  will  have  your  experience  after  you 
finish  your  site  No.  1,  and  you  will  do  your  work  more  quickly  after  you  have 
finished  your  site  No.  1,  and  you  will  do  your  work  more  economically  at  the 
other  sites. 

Question.  A  company,  then,  that  has  had  40  or  50  years  of  experience  in  con- 
structing dams  in  this  Montana  country  could  probably  beat  you  on  the  first 
site,  couldn't  .they? 

Answer.  Well,  you  have  made  a  great  many  mistakes,  Mr.  Kelly. 

Question.  Oh,  yes;  but  if  your  hypothesis  is  correct,  after  building  one  dam 
you  could  build  the  others  cheaper  from  your  experience.  That  rule  ought  to 
apply  to  any  construction  company  or  any  engineers  in  charge. 

Answer.  You  would  have  your  preliminary  work,  your  plant,  your  organiza- 
ti'»n,  your  men.  your  brains  selected,  and  you  could  do  very  much  better — or 
you  could  do  better  at  sites  number — at  the  remaining  sites. 

Question,  And  if  you  had  your  engineers  and  your  brains,  as  you  call  it,  and 
your  organization  all  together,  now,  you  could  do  better  at  your  first  site — you 
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just  finished  building  two  or  three  dams  in  the  last  few  years — under  similar 
circumstances,  couldn't  you? 

Answer.  If  you  avoided  your  errors. 

Question.  Now,  then,  is  it  necessary  to  drill  the  dam  sites  in  order  to  de- 
termine what  the  cost  of  construction  might  be  as  to  where  your  foundation 
would  have  to  go — how  expensive  it  might  be  to  put  in  a  foundation? 

Answer.  Not  for  this  permit,  no. 

Question.  No;  I  am  talking  about  estimating  the  cost  of  construction  now. 
You  told  us  that  this  cost  of  construction  is  sound.  Did  you  see  drill  data  as  to 
what  kind  of  a  foundation  there  was  there  in  site  No.  1? 

Answer.  I  made  special  inquiry  from  Mr.  Wheeler,  and  he  told  me  what  he 
hud  found  and  the  source  of  his  information  including,  I  believe,  the  report  of 
Colonel  Butler  or  Lieutenant  Butler 

Mr.  Dixon.  Major  Butler. 

The  Witness.  Major  Butler — that  a  specific  kind  of  quartzite  w^as  over  the 
greater  part  of  the  property  and  another  rock  over  the  eastern  part  of  the 
project,  and  I  relied  on  Mr.  Wheeler's  judgment  that  he  could  fairly  estimate 
the  character  of  the  rock  on  which  he  was  to  build. 

Question.  Of  course,  Mr.  Wheeler  advised  you  that  he  spent  two  or  three 
hours  out  there  along  the  bank  of  this  river,  the  base  of  the  dam  or  the  place 
where  it  is  to  be,  being  165  feet  below,  and  looked  down.  That  is  the  result  of 
his  observation. 

Would  you  as  construction  engineer  start  to  build  on  that  rock  because  it 
looked  good,  or  would  you  conclude  that  it  had  to  be  drilled  and  find  out  how 
much  you  would  have  to  remove,  where  you  would  have  to  go  to  get  the  base 
of  your  dam  on  a  solid  foundation  so  it  would  not  leak  or  wash  away  in  the 
first  high-water  season? 

Answer.  Well,  you  can't  belittle  a  man  like  Wheeler  in  that  way,  Mr.  Kelly, 
because  he  isn't  that  kind. 

Question.  Well,  I  am  asking  you 

Answer.  N(^  man  in  the  world,  when  it  comes  to  making  soundings  and 
borings  and  getting  a  foundation  not  only  for  his  dam  but  for  his  facts 

Question.  What  is  that? 

Answer.  Wheeler  is  the  kind  of  a  man  who  will  go  into  this  thoroughly.  He 
won't  put  down  estimates  or  carry  through  constructions  without  a  good 
foundation,  physically  and  mentally. 

Question.  Now,  until  that  is  determined  you  don't  know  what  the  foundation 
is  going  to  cost,  do  you? 

Answer.  Yes.  We  have  the  Butler  report,  which  may  be  used  as  a  guaranty 
of  the  kind  of  rock  that  is  underlying  that  site. 

Question.  How  far  down  does  that  rock  go  that  Major  Butler  and  Mr.  Wheeler 
saw  from  the  bank  of  that  canyon? 

Answer.  Major  Butler  isn't  satisfied  that  it  ran  out  at  any  time. 

Question.  Did  he  say  this  rock  was  placed  for  great  depth  that  would  not 
require  boring  to  determine  what  kind  of  foundation  you  would  have  to  put  in 
for  that  dam? 

Answer.  Major  Butler  is  too  bright  an  engineer 

Question.  So  that  you  really  don't  know  yourself  at  this  time,  if  you  haven't 
seen  some  borings  on  that,  what  this  dam  is  going  to  cost,  do  you? 

Answer.  Certainly  not.  We  can  only  make  good  estimates  based  upon  the 
facts  that  we  have. 

Question.  By  the  way,  you  have  examined  Exhibit  No.  4  before  it  was  put 
into  evidence,  have  you,  Mr.  Burch? 

Answer.  Yes. 

Mr,  Kelly.  May  I  see  it,  gentlemen — No.  4,  please? 

Question.  Did  you  assist  Mr.  Wheeler  in  the  preparation  of  this  exhibit  for 
the  commission? 

Answer.  Part  of  it ;  yes. 

Question.  And  you  are  familiar  with  all  of  the  figures  and  estimates  in  it? 

Answer.  No ;  I  am  familiar  with  parts  of  it  in  which  I  assisted. 

Question.  Of  course,  you  examined  it  all  to  see  whether  the  conclusions  nit> 
correct,  didn't  you? 

Answer.  T  examined  it  all,  but  I  do  not  guarantee  those  parts  of  it  whidi 
apply  to  concrete  work. 

Question.  What  else  is  there  that  you  haven*t  examined  other  than  the  part 
that  applied  to  concrete  work? 

Answer.  Oh,  I  have  given  a  good  general  review  of  all  of  his  estimates. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES      3779 

Question,  You  agree  with  the  horsepower  that  can  be  generated  and  sold 
there  as  outlined  in  this  Exhibit  No.  4? 

Answer.  Absolutely,  except  where  he  copied,  or  perhaps  copied,  one  of  Major 
Butler's  tables  in  error. 

Question.  Will  you  point  out  that  error  to  us? 

Answer.  The  error  is  on  page  4,  the  middle  of  the  page,  marked  "  75  per  cent 
load  factor,"  which  is  not  a  material  part  of  this  case ;  simply  put  in,  appar- 
ently, for  information. 

Question.  What  is  this  "100  per  cent  load  factor"  over  here?  Is  that 
correct? 

Answer.  That  is  correct.  I  will  stand  back  of  that  as  well  as  anyone — as 
well  ai?  Mr.  Wheeler  with  me. 

Question.  That  eiTor  came  to  your  attention  this  morning  from  Mr.  Bonner's 
questioning? 

Answer.  It  never  had  anything  to  do  with  the  estimates  or  plans  in  which  I 
was  at  any  time  interested. 

Question.  I  didn't  ask  you  that.  I  asked  jou  if  that  just  came  to  your  atten- 
tion this  morning  by  Mr.  Bonner 

Answer.  Mr.  Bonner  discovered  the  error.  It  is  to  his  credit  for  having 
done  so. 

Question.  You  didn't  discover  it? 

Answer.  No. 

Question.  Are  there  any  other  errors  in  this  exhibit  that  you  know  of? 

Answer.  I  want  to  make  no  other  exceptions. 

Mr.  Kelly.  Pardon  me.    Let  me  have  that  Exhibit  No.  4,  please. 

Question.  Just  what  is  the  difference  in  these  two  columns,  then,  on  page  4? 
You  have  75  per  cent  load  factor,  84.CO0  horsepower,  and  100  per  cent,  105,000 
horsepower.  You  say  the  75  per  cent  load  factor  is  wrong.  What  should  that 
be — 100  per  cent? 

Answer.  I  don't  know.  I  haven't  studied  the  Butler  report  and  I  am  not 
satisfied  that 

Question.  What  are  the  bases  of  the  two  columns? 

Answer.  Ask  Mr.  Wheeler. 

Question.  Did  you  come  to  any  conclusion  on  it? 

Answer.  I  haven't  come  to  any  conclusion  about  that  column  marked  "  75  per 
cent  load  factor  "  because  it  is  immaterial  to  any  application  for  information. 
It  could  have  been  wiped  out  without  any  loss. 

Question.  So  far  as  you  know,  then,  there  is  no  relation  between  these  two 
columns  as  to  why  this  one  column  says  "  84,000  horsepower  of  site  No.  1 "  and 
the  second  column  says  "  100  per  cent  load  factor  in  105,000  horsepower  "  ? 

Answer.  There  is  no  relation :  no. 

Question.  What  did  the  84,000  horsepower  mean  to  you  when  you  examined 
the  report? 

Answer.  I  didn't  use  the  data.    It  wasn't  of  any  use  to  me. 

Question.  And  you  didn't  ask  Mr.  Wheeler  what  it  meant,  why  it  was  in 
there? 

Answer.  No;  I  didn't  know  it  until  an  hour  ago — that  he  copied  it  from 
Major  Butler's  report. 

Question.  Did  you  ask  him  where  he  got  it  or  what  it  meant  or  why  it  was 
there? 

Answer.  No.  I  don't  know  his  purpose  in  putting  it  in  that  way.  He  is  here 
and  can  tell  you. 

Mr.  Kelly.  That  is  all. 

Mr.  Dixon.  Does  anybody  else  want  to  ask  any  questions? 

Mr.  ScATTERGOOD.  I  would  like  to  ask  Mr,  Burch  to  tell  us  about  the  basis  of 
calculation  of  the  kilowatt-hours  involved  in  the  15,000-horsepower  item  that 
Mr.  Wheeler  referred  to,  and  ask  a  similar  question  of  Mr.  Burch  as  to  the  load 
factors  and  the  number  of  days  that  he  calculated  that  power  would  be  required 
for  pumping  purjwses  for  the  irrigation  project. 

The  Witness.  Mr.  Scattergood,  I  am  not  sure  that  I  understand  the  founda- 
tion, but  I  will  tell  you  what  I  do  understand  and  then  you  can  correct  me. 

I  understood  that  the  Rocky  Mountain  Power  Co.  offered  to  the  Indians, 
perhaps,  5,000  horsepower  for  pumping  and  5,000  horsepower  for  farming  or 
something  of  that  nature  and  5,000  horsepower  for  other  purposes,  at  the  rate 
of  $0,001,  $0,001,  and  $0.0025  per  kilowatt-hour;  5,000  horsepower  is  about— 
when  the  loss  is  so  considered  is  about  3,500  kilowatts. 
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Taking  the  first  item  for  pumping:  The  irrigation  period  does  not  run  over 
approximately-  100  days,  and  20  hours  per  day  would  usrually  be  suflacient.  So 
that  we  have  7,000,000  kilowatt-Iiours  per  year  for  the  first  item  called  "  Punip- 
ing  " ;  and  if  the  offer  was  at  $0,001  per  kilowatt-hour,  that  would  simply  mean 
a  gift  of  $7,000  or  a  sale  of  $7,000. 

Item  2:  The  houi*s  per  year  for  farming  would  be  substantially  200  days  of 
10  hours  at  3.500  kilowatts.  Again,  approximately  7,000,000  kilowatt-hours  per 
year  at  $0,001,  another  gift  or  sale  of  $7,000. 

The  third  item :  The  hours  per  year  for  other  purposes  would  probably  cover 
300  days  of  the  year,  and  at  a  load  factor  of  26  per  cent,  or  GMi  hours  per  day 
for  this  35,000  kilowatts  would  again  mean 

Question.  Three  thousand  five  hundred. 

Answer.  Three  thousand  five  hundred.  Thank  you.  Would  again  mean 
7,000.(X)0  kilowatt-hours  per  year  at  $0.0025,  or  $17,500.  I  don't  know  what  you 
want  to  do.  I  don't  know  whether  you  want  the  three  items  added  or  how  are 
you  going  to  use  them.     I  would  like  to  leave  it  right  there. 

Question.  How  much  of  that  do  you  feel,  as  an  engineer,  could  be  supplied 
by  secondary  power? 

Answer.  All  of  it.  Glad  to  get  the  sale  to  fill  in — to  increase  the  revenues 
of  the  power  company  and  the  payments  to  the  Indians. 

Question.  You  think,  then,  the  whole  item  could  be  practically  ignored  in  the 
consideration  of  the  subject  from  the  standpoint  of  primary  power? 

Answer.  Yes.  It  is  not  involved  in  the  matter  of  primary  power  at  all.  It 
is  all  secondary  power — nearly  all  secondary  power. 

Question.  Would  one  be  safe,  then,  in  the  conclusion  from  your  testimony  that 
the  whole  subject  of  this  15,000  horsepower  is  of  very  minor  significance  in 
comparison  with  the  whole  proposition? 

Answer.  Exceedingly  so,  Mr.  Scattergood.  I  don't  know  why  the  matter  was 
ever  brought  up.     I  don't  know  the  foundation  for  the  story. 

Mr.  Dixon.  I  think  he  has  based  his  answer  on  the  wrong  statement  of  that 
offer.     Have  you  the  offer? 

Mr.  ScATTE3{GOOD.  I  think  it  was  substantially  correct,  Mr.  Dixon,  5,000  horse- 
power at  one  mill,  was  it  not,  for  pumping  purposes? 

Mr.  Dixon.  Who  has  the  statement? 

Mr.  ScATTEHGOOD.  It  is  in  the  application.  Instead  of  "  pumping  "  I  think  the 
wording  is  "  for  general  ))urposes." 

Mr,  Pope.  It  is  in  our  petition  of  intervention. 

Mr.  Dixon.  State  it,  Mr.  Pope.     The  first  5,000  was  for  what? 
•  Mr.  Pope.  That  is  for  pumping  purposes  only. 

Mr.  Dixon.  And  the  second?     That  was  at  what  rate? 

Mr.  Pope.  The  first  5,000  was  1  mill  per  kilowatt-hour. 

r.Ir.  Dixon.  That  was  the  lumping? 

Mr.  Pope.  Yes. 

Mr.  Dixon.  What  was  the  second  5,000  for? 

Mr,  Pope.  That  is  for  any  purpose — pumping  or  anything  else. 

Mr.  Dixon.  That  might  be  sold  for  prime,  straight  use — prime  power? 

Mr,  Pope.  It  is  for  firm  power,  if  you  want  to  put  it  that  way. 

Mr,  Dixon,  What  is  that? 

Mr,  Pope,  Firm  power, 

Mr,  Kelly,  I  have  the  language  here. 

Mr,  Dixon.  I  didn't  want  the  witness  to  be  confused. 

Mr.  Kehxy  (reading)  :  "  Pumping  purposes  at  the  price  of  1  mill  per  kilowatt- 
hour  delivered,  and  also  such  power  up  to  5,000  horsepower  as  may  be  demanded 
by  the  United  States  for  all  projects  and  farm  uses  and  for  sale  at  the  price 
of  1  mill  per  kilowatt-hour." 

Mr.  Dixon.  That  could  be  sold  for  5,000  straight  delivered  horsepower.  That 
is  where,  I  think,  the  witness  was  misled. 

M^r,  Kelly  (reading)  :  "  Such  additional  iwwer  up  to  5.000  horsepower  as 
may  be  demanded  by  the  United  States  for  all  iirojects  and  farm  i)urposes  and 
for  sale  at  the  price  of  2%  mills  per  kilowatt-lKmr." 

Mr.  Dixon.  I  think  the  5,000  could  be  a  straight  continuous  horsepower  for 
any  purp<.se. 

Mr.  Kelly.  The  last  lO.iXK)  power  for  any  puri)<>se. 

Mr.  Dixon.  That  is  where  I  thought  the  witness  was  in  error,  in  basing  it 
on  farm  purposes,  so  many  days  in  the  year.  I  think  there  are  about  51  units 
that  can  be  demanded  24  hours  a  day  an  entire  year. 
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Mr.  ScATTEKGOOD.  I  (lirGcted  my  questions  to  finding  out  what  they  estimated 
would  be  the  likely  load  for  the  probable  uses. 

Mr.  Dixon.  It  could  be  sold  for  a  straight,  continuous  5,000  horsepower. 

Mr.  Keildy.  Provided  there  was  a  limit  there  for  such  part  uses. 

Mr.  Dixon.  I  want  to  ask  Mr.  Kelly:  Is  that  51,000  horsepower  to  be  used 
within  the  limits  of  the  old  Flathead  Reservation? 

Mr.  Kelly.  Pardon  me. 

Mr.  Dixon.  Is  most  of  that  second  51.000  horsepower  to  be  used  within  the 
limits  of  the  old  Flathead  Reservation? 

Mr.  Kki.ly.  I  have  the  language  here. 

Mr.  Dixon.  Is  it  limited  to  use  and  sale  within  the  limits  of  the  reservation? 

Mr.  Kelly.  The  language  is :  "And  also  such  power  up  to  5,000  horsepower  as 
may  be  demanded  by  the  United  States  for  all  projects  and  farm  uses  and  for 
sale." 

It  does  not  say  where. 

Mr.  Dixon.  It  is  not  limited  to  the 

Mr.  Kelly.  Oh,  no. 

Mr.  Dixon.  Does  that  include  the  second  5,000  horsepower? 

Mr.  Kelly.  The  same  language ;  yes,  sir.  The  second  5,000  horsepower  at  a 
different  price. 

Mr.  Russell.  That  would  be  the  third  horsepower? 

Mr.  Dixon,  Second  and  third.  There  has  been  a  confusion  in  my  own  mind 
whether  or  not  that  was  a  limitation  to  be  used  and  sold  within  the  limits 

Mr.  Russell.  Mr.  Henshaw  says  he  thinks  it  is  the  limit 

Mr.  Kelly.  I  think  what  the  secretary  has  in  mind  is  that  the  power  com- 
pany agrees  not  to  compete  with  the  resale  of  this  power  on  the  reservation. 
They  may  take  and  sell  it  where  they  will,  but  they  can't  come  into  the  reserva- 
tion and  sell  power.  If  we  get  the  permit  under  these  conditions — that  is 
what  I  mean — we  will  not  be  in  competition  with  them  anywhere  upon  the 
reservation. 

Mr.  Dixon.  It  can  be  transmitted  outside? 

Mr.  Kelly.  Yes.    We  can't  come  in. 

Mr.  Russell.  Is  that  a  fact? 

Mr.  Henshaw.  My  recollection  is  Mr.  Kelly  is  right.  I  will  try  to  find  the 
original  offer  of  the  company. 

Mr.  Pope.  That  is  in  paragraph  N  of  the  original  proposal:  "The  power 
company  desires  to  aid  in  the  development  of  the  irrigation  project  and  develop 
the  rest  of  the  land  on  the  reservation,  and  is  willing  to  have  the  proposed 
contract  contain  appropriate  provisions  securing  to  the  Government,  the  project, 
or  the  irrigation  districts  the  exclusive  right  to  sell  the  power  within  the 
Flathead  Reservation." 

Mr.  Lawson.  Is  there  anything  in  the  law  of  Montana,  Mr.  Kelly,  that  would 
let  them  go  in  there? 

Mr.  Kelly.  There  is  no  objection  under  the  law.  They  may  go  anywhere 
and  sell  it. 

Mr.  Lawson.  Would  it  require  a  certificate  of  convenience  and  necessity  to 
get  into  the  territory  quoted? 

Mr.  Scattergood.  Would  that  same  thing  apply  to  the  United  States  Gov- 
ernment?   It  would  not  require  a  certificate  of  convenience? 

Mr.  Kelly.  No.  We  have  no  certificate  of  convenience  and  necessity  law  in 
Montana.  As  to  power,  I  don't  know  whether  they  passed  the  gas  law  last 
year. 

A  Voice.  They  didn't. 

By  Mr.  Bonner: 
'    Question.  What  is  the  difference  between  the  first  and  the  second? 

Answer.  On  the  price? 

Question.  Is  that  at  the  point  of  delivery? 

Answer.  At  the  point  of  delivery ;  yes. 

Question.  That  is  the  only  difference  between  the  second  and  third  block? 

Answer.  Yes. 

Mr.  Kebr.  They  agreed  to  deliver  one  at  the  plant  and  the  other  at  a  con- 
venient place  to  be  agreed  upon  at  the  reservation. 

Mr.  ScATTERGOoa  That  is  the  third  one? 

Mr.  Kerb.  I  don't  remember  the  numbers,  but  it  is  one  of  the  two  five 
thousands. 

Mr.  Scattergood.  It  is  the  higher-priced  one? 

Mr.  Kerr.  No. 
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Mr.  Pope.  That  is  paragraph  B  as  amended.  [Reading:]  "The  power  com- 
pany will  deliver  either  at  the  Newell  plant  or  at  some  place  more  convenient 
on  the  project  to  be  agreed  upon  such  additional  power  up  to  5,000  horsepower 
as  may  be  demanded  by  the  United  States  for  all  projects  and  farm  uses  and 
for  sale  at  the  price  of  2%  mills  per  kilowatt-hour  delivered." 

Mr.  SCATTERGOOD.  My  whole  purpose  in  asking  the  witness  this  question  was 
solely  to  show  that  in  comparison  to  the  project  as  a  whole  this  is  a  very 
trivial  matter  about  which  much  discussion  has  taken  place. 

By  Mr.  Ely: 

Question.  With  the  corrections  that  have  just  been  suggested  as  to  the  num- 
ber of  days  of  use  on  these  second  and  third  blocks  of  5,000  horsepower,  does 
that  change  your  conclusion  that  the  concession  of  this  15,000  horsepower,  as 
proposed  by  the  law,  is  not  a  serious  consideration  in  determining  the  disposal 
of  the  primary  power? 

Answer.  An  engineer's  estimates  are  only  as  good  as  his  facts  and  founda- 
tions, and  in  this  case  it  was  up  to  me  to  make  an  estimate.  I  am  familiar 
with  pumping  and  I  am  familiar  with  farming  loads.  I  'am  familiar  with  all 
of  those  classes  of  loads — all  other  loads  or  uses,  and  I  had  to  make  an  esti- 
mate, so  I  took  300  days  in  one  case,  200  days  in  another,  and  100  days  in  the 
third  case,  and  I  put  20  hours  in  the  first,  10  hours  on  the  second,  and  6%  hours — 
two-thirds  hours — on  the  third  case,  and  that  is  the  way  I  get  the  number  of 
hours  from  which  I  determined  the  amount.  Now,  the  whole  thing  is  a  matter 
of  1  per  cent  in  the  Wheeler  proposal. 

Question.  What  I  am  getting  at  is:  I  think  that  the  hypothetical  question 
upon  which  you  were  basing  your  answer  assumed  that  the  second  block  of 
5,000  was  for  farming  purposes,  which  would  require  200  days,  10  hours  a 
day,  and  it  now  appears  that  that  second  block  is  available  for  general  pur- 
poses. If  you  assume  that  the  second  block  is  going  to  be  disposed  on  the  same 
basis  as  the  third,  there  is  possibly  300  days  a  year,  6%  hours  a  day.  Would 
that  change  in  the  total  of  your  second  block  change  your  conclusion  which  you 
stated  to  us,  that  the  whole  affair  is  a  drop  in  the  bucket? 

Answer.  No;  certainly  not.  In  fact,  if  you  read  this  right,  as  I  get  it  now 
from  Mr.  Kelly,  that  second  block  of  5,000  horsepower,  3,500  kilowatts  may  be 
used  for  pumping. 

By  Mr.  Kelly: 

Question.  And  be  sold  for  any  purpose? 

Answer,  For  any  purpose ;  and  therefore  the  number  of  days  under  the  most 
probable  load  would  be  much  less  than  200  days  for  pumping  or  farming,  and 
the  amount  would  be  decreased  rather  than  increased. 

By  Mr.  Lawson  : 
Question.  Supposing  it   is  used  for  heating  purposes   in  their  farmhouses. 
Would  that  change  the  load  factor? 

By  Mr.  Dixon  : 

Question.  Does  that  figure  about  10  months  a  year? 

Answer.  I  think  that  is  a  fair  question.  It  was  described  at  the  outset ;  but 
now  I  say  there  are  only  2,900  Indians  on  the  reservation,  there  are  no  large 
towns  in  the  vicinity,  and  the  electric  power  for  heating  homes  would  probably 
be  a  very  small  item. 

Mr.  Lawson.  There  are  a  great  many  people  besides  Indians. 

By  Mr,  Ely: 

Question.  This  power,  I  understand,  is  available  for  the  use  of  irrigation 
districts,  as  I  understand  the  terms  of  the  offer.  I  mean,  there  is  another 
interest  here — the  irrigation  district,  a  large  white  community. 

Answer.  Yes. 

Question.  To  get  back  to  this  second  block,  or  assuming  that  it  were  going  to 
be  disposed  of 

By  Mr.  Dixon  : 
Question.  There  are  two  5,000  blocks,  as  I  understand  it  now,  that  can  be 
used  continuously — a  block  of  10,000.    Figure  that  at  1  mill. 
Mr.  Ely.  The  second? 
Mr.  Dixon.  Two  and  a  half  is  the  third. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3783 

By  Mr.  Ely: 

Question.  What  I  am  trying  to  get  at  is:  Assuming  that  you  are  going  to 
have  the  same  demand  on  your  second  bloclv  of  power,  1  mill,  as  you  are  on 
your  third  block  of  power,  2^^  mills,  would  your  conclusion  that  you  stated  to 
us,  that  the  whole  disposition  of  the  15,000  horsepower  is  not  important,  be 
changed  at  all,  or  would  that  still  be  your  conclusion? 

Answer.  Still  a  1  per  cent  factor. 

Question.  Then 

Mr.  Kelly.  I  have  another  question. 

By  Mr.  Kelly: 

Question.  Mr.  Burch,  the  second  and  the  third  blocks  of  power,  amounting  to 
10,000  horsepower,  may  be  demanded  by  the  Government  in  February  and 
March  of  any  year,  may  they  not,  for  lighting,  heating,  shops,  power,  sale — any 
use — may  they  not? 

Answer.  I  am  willing  to  admit  that ;  yes. 

Question.  When  you  say  this  is  all  going  to  be  made  from  secondary  power, 
that  can't  be  true,  can  it,  because  you  don't  have  any  secondary  power  after  the 
1st  of  September,  according  to  your  estimates? 

Answer,  That  is  true. 

Question.  Between  that  and  high  water  the  next  spring? 

Answer.  That  is  true. 

Question.  Then,  when  you  told  the  commission  that  these  three  blocks  of 
power  were  all  to  be  made  from  secondary  power,  that  was  not  correct?  That 
is,  that  would  be  firm  or  prime  power  available  at  all  times  regardless  of  the 
availability  of  the  water  for  any  other  power,  but  for  the  first  call  the  first 
right  is  to  the  first  purchaser ;  he  is  entitled  to  the  10,000  if  that  was  all  that 
was  made  in  your  plant? 

Answer.  Your  assumption  might  be  possible ;  yes. 

Question.  Well,  isn't  it  true? 

Answer.  It  might  be  that  a  large  amount  would  be  primary  power  to  use  in 
the  winter. 

Question.  Then  you  were  not  correct  when  you  said  it  was  secondary? 

Answer.  No.  I  had  no  foundation  and  facts.  I  took  what  I  could  get.  Let 
us  suppose  I  made  an  error  of  100  per  cent.    Still  the  factor  is  only  2  per  cent. 

By  Mr.  Bonner: 

Question,  Isn't  it  true,  Mr.  Burch,  instead  of  being  1  or  2  per  cent,  if  this 
10,000  horsepower  be  made  the  prime  power,  that  would  reduce  your  capacity 
from  105,000  to  95,000? 

Answer.  Yes;  assuming 

Question.  Or  about  10  per  cent? 

Answer.  Assuming  that  the  reservoir  capacity  is  not  going  to  be  sufficient 
during  the  winter  months,  or,  what  is  still  more  reasonable,  that  the  Hungry 
Horse  Reservoir  is  not  put  in  at  all. 

Question.  You  are  not  planning  to  put  it  in  in  that  $18,000,000  estimate? 

Answer.  The  $18,000,000  estimate  is  for  the — for  all  of  the  sites,  and  if  we 
can  have  the — if  the  Hungry  Horse  Reservoir  is  put  in,  the  amount  of 
primary  power  will  be  increased — will  be  more  than  doubled — will  be  about 
doubled. 

Question.  You  are  not  intending  to  put  that  in  in  accordance  with  this  plan 
provided  by  your  $18,000,000  estimates?  Hungry  Horse  Reservoir  is  not  in- 
cluded in  your  $18,000,000  estimate? 

Answer.  No;  certainly  not. 

By  Mr.  Dixon  : 

Question.  Do  you  know,  or  have  you  any  information  as  to  what  would  be 
the  probable  cost  of  the  Hungry  Horse  Reservoir? 

Answer.  None  whatever. 

Question.  You  say  that  would  increase  the  power  development  at  Poison? 

Answer.  Almost  double  it,  Mr.  Commissioner.  There  is  practically  no  in- 
creased investment  in  the  hydroelectric  works  below  Poison. 

Question.  What  were  the  estimates  of  the  commission  itself  for  the  con- 
struction of  Hungry  Horse  Reservoir? 

Mr.  Bonner..  I  think  there  has  been  none,  Mr.  Secretary. 
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A  Voice.  I  don't  think  there  has  been  any  estimate  prepared  by  the  Geologi- 
cal Survey,  The  point  is  the  material  involved,  and  I  don't  recall  they  made 
an  estimate  of  the  cost. 

By  Mr.  Bonner: 

Question.  That  would  not  only  require  the  construction  of  that  reservoir, 
but  proportional  increases  in  the  capacity  of  each  one  of  the  power  plants  down 
below? 

Answer.  Yes.  The  cost  of  the  reservoir  would  not  increase.  The  unit  cost 
per  horsepower  would  not  be  increased. 

Question.  In  order  to  take  the  additional  reiiulated  flow  from  Ilunjiry  Horse 
Reservoir,  j^ou  would  have  to  increase  the  capacity  of  the  plants  down  below? 

Answer.  Yes;  you  would  have  to  lengthen  the  ix>wer  house  to  put  in  your 
equipment. 

Question.  I  understood  from  Mr.  Wheeler  this  morning,  Mr.  Burch,  that  in 
your  testimony  you  would  clear  up  this  confusion  about  the  basis  of  these 
power ,  estimates.  As  I  understand  it  now,  these  two  columns  on  page  4  of 
Exhibit  4,  the  first  is  based  on  an  efficiency  factor  of  70  per  cent,  and  the  second 
column  is  based  on  an  efficiency  factor  of  87 1/^  per  cent  over-all  efficiency? 

Answer.  You  have  repudiated  that  first  column,  saying  that  it  has  no  relation 
to  the  proposal  being  made  by  Mr.  Wheeler  or  his  clients. 

Question.  As  I  understand  it,  the  second  column,  which  gives  the  capacity 
of  site  No.  1  as  105,000,  is  based  on  a  calculation  using  871/2  per  cent  over-all 
efficiency? 

Answer.  That  is  right,  Mr.  Bonner.  Mr.  Wheeler  testified  that  he  thought 
the  Allis-Chalmers  Co.  were  figuring  on  90  per  cent  over-all  efficiency.  I  think 
that  if  they  did  so — and  probably  they  did — that  they  were  not  talking  about 
static  head,  but  dynamic  head.  I  find  in  the  simplest  hydraulic  calculations 
that  the  product  of  175  feet  static  head  times  the  6,000  cubic  feet  per  second, 
multiplied  by  the  constant  0.1136,  and  that  product  then  divided  by  105,000 
horsepower,  gives  an  over-all  efficiency  of  87^  per  cent,  I  think  that  clears 
up  the  whole  thing. 

Question.  That  87^/^  per  cent  includes  all  losses,  including  your  water  regula- 
tion losses,  your  entrance  losses,  your  conduit  losses,  gate  losses,  and  your  pen- 
stock losses,  generator  losses,  and  transformer  losses? 

Answer.  Not  transformer  losses.     Up  to  the  switchboard  only. 

Question.  What  wall  be  the  difference  in  the  transformer  loss? 

Answer.  2^^  to  3  per  cent  additional. 

Question,  You  think  it  would  be  that  much? 

Answer.  It  might  be;  yes,  sir. 

Question.  Do  you  not  think  that  87l^  per  cent  is  an  unusually  high  efficiency 
to  expect  from  a  plant  of  this  kind? 

Answer.  No. 

Question.  Except  on  test  runs? 

Answer.  I  don't  want  to  discount  a  test  run,  if  I  am  the  engineer  for 
acceptance. 

Question.  Hasn't  it  been  your  experience  that  in  test  runs  you  usually  get  a 
resulting  efficiency  somewhat  higher  than  is  found  to  be  practical  in  the  year- 
long operations? 

Answer.  Yes,  sir — no,  sir;  just  the  opposite.  The  contractor  wants  to  play 
pafe.  He  may  have  it  rejected.  The  contractor  never  guarantees  as  much 
as  he  expects  to  find  on  the  acceptance  test. 

Question.  Then  you  find  that  in  your  experience  the  total  kilowatt-hour  output 
of  a  plant  shows  a  higher  efficiency  than  is  usually  found  as  a  result  of  tests 
made? 

Answer.  Yes. 

Question.  On  your  final  completion? 

Answer.  Yes,  sir. 

Question.  Do  you  include  in  that  the  losses  due  to  shutdowns  and  breakdowns, 
not  only  in  the  plants  but  on  your  transmission  system? 

Answer.  That  has  nothing  to  do  with  it,  Mr.  Bonner,  We  are  talking  now 
about  the  one  acceptance  test  of  one  hydroelectric  unit,  guaranteed  first  by  the 
contractor,  found  by  acceptance  tests  of  the  acceptance  engineer  that  the  find- 
ings under  tests  in  operation  show  a  higher  efficiency  than  the  contractor 
guarantees. 

Question.  You  usually  find  more  kilowatt-hours  turned  out  in  a  year  tlian 
would  be  Indicated  by  the  tests  made  on  acceptance  of  the  machinery? 

Answer.  Yes. 


1^ 
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Mr.  Dixon.  Are  there  any  other  questions? 

Mr.  Forbes.  I  think  Mr.  Reeves  has  a  question. 

Mr.  Russell.  I  would  like  to  ask  just  one  question. 

Question.  Mr.  Burch,  you  said  something  about  Mr.  Wheeler  being  able  to 
develop  this  power  cheaper  than  the  Rocky  Mountain  Power  Co.,  and  gave  some 
reason  for  it. 

If  the  accounting  capital  invested  in  this  plant  is  enforced  as  to  either  com- 
pany, (tr-both  the  same,  there  eiiixht  not  to  be  any  difference  in  the  cost  of 
development  of  the  power,  should  there? 

Answer.  Not  of  any  great  magnitude. 

Question.  I  believe  the  record  shows  that  Mr.  Wheeler's  estimate  is  somewhat 
Iiigher  than  the  estimate  of  the  Rocky  Mountain  Power  Co.  Am  I  correct 
about  tliat? 

Answer.  It  is. 

Question.  There  is  very  little  difference.  So  that  if  these  companies  are  held 
to  tlie  actual  legitimate  cost  of  construction  of  these  plants,  as  under  the  water 
power  act  they  are  required,  there  would  be  no  difference  in  the  cost  of  this 
1  lower — I  mean  any  great  difference — in  the  cost  of  power  as  between  one 
company  and  the  other. 

Answer.  No  great  difference ;  no. 

Mr.  Russell.  That's  all. 

By  Mr.  Jones: 

Question.  In  your  testimony  in  regard  to  the  cost  of  transmission,  Secretary 
Dixon  asked  you  what  would  it  cost  to  transmit  25,000  horsepower.  Suppose 
you  transmitted  50,000  horsepower  over  the  same  line,  would  it  cost  very  much 
more?     That  is,  the  total  cost,  cost  per  horsepower? 

Answer.  Well,  it  just  isn't  being  done,  and '  if  one  started  out  to  transmit 
50,('00  horsepower,  he  would  probably  duplicate  his  investment.  He  would  put 
up  a  separate,  independent  transmission  line.  The  steel  towers  would  be 
duplicated. 

Question.  And  for  100,000  horsepower  you  would  have  four  transmission 
lines? 

Answer.  Yes ;  that  is  a  good  example — no ;  if  you  had  50,000  horsepower  in 
place  of  Secretary  Dixon's  25,000  horsenower.  you  would  have  twice  the  number 
of  conductors  and  twice  the  number  of  towers. 

Question.  Then  you  would  place  the  limit  at  25,000  horsepower,  the  limit  of 
power  to  be  transmitted?  What  I  am  getting  at  is,  I  thought  that,  perhaps, 
you  gave  the  commission  a  wrong  impression  of  the  cost  of  transmitting  this 
power.  You  placed  it  around  $40  a  horsepower,  which  would  be  $25  a  horse- 
power to  transmit  it  140  miles,  and  the  power  itself  costs  $15  a  horsepower,  so 
that  10  per  cent  loss  would  only  be  about  $1.50  a  horsepower,  due  to  losses. 

Mr.  Forbes.  If  the  chairman  please,  may  I  suggest  that  the  witness  did  not 
answer  the  question.  I  do  not  think  the  witness  gave  the  commission  any  actual 
estimate  on  that. 

Mr.  Dixox.  Approximately  only. 

Mr.  Forbes.  He  expressed  only  a  curbstone  guess. 

Mr.  JoxES.  Well,  it  is  liable,  though,  to  give  a  wrong  impression,  such  a  high 
estimate  of  cost ;  and  I  wondered  if  the  witness,  if  he  was  to  be  here  to-morrow, 
would  not  consider  the  question  a  little  further  and  perhaps  make  another  more 
detailed  estimate — that  is,  not,  perhaps,  a  detailed  estimate  but  indicate  how 
the  cost  should  be  arrived  at. 

The  Witness.  Well,  that  is  so  far  from  the  Wheeler  project,  and  this  com- 
mission has  in  its  own  files  the  cost  of  many,  many  power  transmissions  for 
which  it  has  given  permits,  and  the  kilowatts  are  specified,  the  distances  are 
specified,  the  character  of  construction  is  specified,  and  by  simple  division  the 
cost  per  mile  and  the  cost  on  any  unit  they  want  is  readily  obtainable  from  the 
splendid  data  in  the  files  of  this  commission,  and  why  a  curbstone  engineer 
1.500  miles  from  his  office  should  be  asked  to  make  a  statement  of  facts,  or  give 
information,  is  beyond  my  ken. 

By  Mr.  Jones  : 

Question.  Then  you  agree  that  that  would  be  a  better  way  of  arriving  at  an 
estimate  of  the  cost  of  transmission — to  take  the  information  in  their  files? 

Answer.  Yes,  sir. 

Mr.  Forbes.  I  would  say,  Mr.  Chairman,  that  if  the  commission  has  that  in- 
formation it  might  be  best  to  get  it. 


3786      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Mr.  Dixon,  Frankly,  what  I  had  in  my  own  mind  is,  the  big  Coeur  d'Alene 
mining  district  is  about  100  miles  from  Poison;  about  half  of  it  through 
prairie  country,  about  half  of  it  mountainous,  and  I  just  wondered  in  my  own 
mind  what  it  would  cost  to  take  25,000  horsepower  over  to  the  Coeur  d'Alene 
mining  country.  I  was  not  figuring  on  Butte  or  Anaconda.  They  are  already 
supplied. 

The  Witness.  In  that  case,  Mr.  Dixon,  I  would  like  to  decrease  my  estimate, 
because  the  reliability  of  that  line  would  be  greatly  decreased  for  economic 
reasons,  because  other  powers  are  pouring  into  the  same  center,  and  this  would 
be  a  feeder  in  which  reliability  would  not  be  the  great  factor,  the  cost  of  con- 
struction would  be  greatly  decreased,  and  I  would  want  to  inodify  and  reduce 
my  estimate.     I  gave  you  the  best  I  could  at  the  time, 

Mr,  Dixon.  I  was  rather  astonished  myself  at  the  high  price  of  transmission 
for  100  miles.     It  was  larger  than  I  thought  it  would  be. 
Does  anyone  else  wish  to  ask  this  witness  any  questions? 
Mr.  Pope.  I  would  like  to  ask  a  question  or  two. 

Question.  With  regard  to  supplying  irrigation  projects,  this  particular  irri- 
gation project  especially,  with  i)ower  for  pumping  from  secondary  power,  did 
you  understand,  when  you  made  your  statement,  that  this  system  is  a  gravity 
system,  which  it  is  proposed  to  supplement  by  pumping ;  that  there  are  no  areas 
of  land  there  which  would  be  dependent  exclusively  upon  pumping  for  their 
supply  of  water?  Did  you  have  an  understanding  about  that,  or  were  you  just 
stating  figures  based  upon  your  experience  with  other  projects  than  this? 

Answer.  I  had  something  rather  definite  in  mind  from  the  irrigation  work 
on  the  Columbia  River,  where  perhaps  the  benches  along  the  river  may  be  some- 
what the  same,  and  the  soil  and  the  climate  and  the  rainfall  may  be  much  the 
same  as  that  below  Poison  in  the  Indian  reservation  or  in  the  irrigation  dis- 
tricts, but  you  must  not  expect  me  to  give  you  any  valuable  information,  or  even 
a  decent  opinion,  when  you  have  sources  of  information  from  the  Reclamation 
Service  which  is  expert. 

Question.  Now,  in  this  particular  case,  the  drier  the  year  the  smaller  the  run- 
off or  the  stream  fiow,  the  greater  demand  for  power  for  pumping? 
Answer.  That  is  their  hard  luck. 

Question.  And  by  reason  of  that  fact,  secondary  power  would  be  of  but  little 
value  in  connection  w^ith  this  pumping  layout,  would  it  not?  In  other  words,  in 
the  years- 


Answer.  Oh,  no ;  I  want  to  put  "  no  "  in  there  before  you  start  that  question. 

Question.  Isn't  it  a  fact  that  in  the  years  when  the  stream  flow  is  lowest, 
the  secondary  power  is  lowest? 

Answer.  Certainly.    That  is  axiomatic. 

Question.  That  is  when  the  demand  for  pumping  is  greatest? 

Answer.  Certainly.  But  you  have  left  out  the  essential  part,  that  this  hap- 
pens only  once  in  blankety  biank  years. 

Question.  Well,  how  many  years? 

Answer.  Well,  ask  Wheeler.    Ask  the  Geological  Survey.     I  don't  know. 

Question.  You  have  not  examined  the  records  as  to  stream  flow? 

Answer,  I  have.  I  have  them  in  front  of  me.  I  have  studied  them  and  plotted 
them.    I  know  what  is  going  on. 

Question.  Well,  what  does  the  record  show  as  to  how  often  this  low  point 
in  flow  comes? 

Answer.  It  was  a  strenuous  proposition  in  1  year  only  of  the  20  years  in 
which  we  have  records. 

Question.  And,  of  course,  it  is  just  in  those  years  that  the  secondary  power 
is  low? 

Answer.  But  I  am  not  going  to  spoil  a  nice  project  by  figuring  out  what  will 
happen  in  this  1  year  in  20,  when  there  are  many  things  that  can  be  done 
in  emergency  to  help  out  and  to  take  care  of  that  particular  situation. 

Question.  I  understand  you  to  say  that  this  situation  arises  only  once  in 
20  years? 

Answer.  I  so  said. 

Mr.  Pope.  All  right. 

Mr.  Kbij.y.  Well,  if  this  10,000  horsepower,  firm  prime  horsepower,  was 
awarded  your  company,  what  would  you  sell  that  for  if  you  were  the  manager 
of  this  plant? 

Answer.  All  I  could  get.    [Laughter.! 

Mr.  Kelly.  That's  all. 
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By  Mr.  Ely  : 

Question.  Mr.  Burch,  are  your  calculations  also  based  on  a  stream  flow  of 
6,000  cubic  feet  a  second  available? 

Answer.  Yes,  sir ;  and  to  tie  that  in  so  that  we  may  be  in  complete  harmony, 
that  resulted  in  prime  power  of  105,000  horsepower  at  site  No.  1. 
Question.  You  think  6,000  would  be  a  reliable  minimum,  do  you? 
Answer.  A  minimum? 
Question.  Yes. 

Answer.  No;  the  minimum  is  way  down  in  the  neighborhood  of  1,500  cubic 
feet  per  second. 

Question.  You  think  that  would  be  a  reasonable  minimum  flow  after  you 
get  your  storage  capacity? 

Answer.  Mr.  Wheeler  has  an  estimate  of  $100,000  to  be  able  to  get  those 
acre-feet  of  storage  into  and  through  his  power  house. 

Question.  But  my  question  was — perhaps  I  did  not  make  it  plain — you  con- 
sider the  figure  6,000  to  be  a  reasonable  minimum  of  regulated  flow  after  the 
storage  facilities  are  completed? 

Answer.  Yes;  it  seems  to  be  reasonable.  Major  Butler  came  to  that  conclu- 
sion, and  I  think  others  have. 

Question.  That  is,  allowing  for  the  moving  of  obstructions  in  the  stream,  so 
as  to  permit  a  draw  down  additional  to  what  is  available  at  present? 
Answer.  Yes ;  the  draw  down  of  11  to  28  feet  is  necessary. 
Question.  How  much  lowering  in  the  natural  outlet  does  that  figure  mean? 
Answer.  Ask  Mr.  Wheeler.     I  don't  know. 

Ml-.  Dixon.  Are  there  any  other  questions?     If  not,  call  your  next  witness. 
(Witness  excused.) 

Mr.  Forbes.  If  the  chairman  please,  I  have  no  other  witnesses,  but  I  have 
some  additional  data  and  documents  that  I  would  like  to  have  secured  and 
placed  in  evidence. 

My  motion  for  production  of  the  prelicense  expense  of  the  Rocky  Mountain 
Power  Co.  was  granted,  and  I  was  shown  that  document  this  morning.  I  have 
not  had  a  chance  to  go  into  it  more  than  a  few  minutes  this  morning,  so  I 
would  like  to  have  that  entire  statement,  which  is  filed  in  a  binder  and  entitled 
"Project,  Montana,  No.  5.  Rocky  Mountain  Power  Co.,  a  corporation.  April 
23,  1923,  to  blank  date.  Part  1  " — if  you  gentlemen  of  the  staff  of  the  com- 
mission can  find  a  better  way  to  identify  this  binder. 
Mr.  Russell.  It  is  the  accounting  form. 

Mr.  Forbes.  It  contains  the  prelicense  financial  statement  of  the  Montana — 
returned  to  the  commission  by  the  Montana  Power  Co.,  I  presume,  in  behalf 
of  the  Rocky  Mountain  Power  Co. 

Mr.  Kelly.  We  object  to  the  introduction  of  this  document  as  a  whole,  if 
the  commission  please. 

Mr.    Bonner.  The   motion    related   only    to   certain   specific   documents,    Mr. 
Forbes. 
K      Mr.  Russell.  You  didn't  offer  it,  did  you,  Mr.  Forbes? 

H|      Mr.  Forbes.  No  ;  I  present  this,  and  I  ask  that  it  be  made  part  of  the  oflacial 
^P  record  of  this  hearing  by  reference. 
K      Mr.  Kelly.  All  of  it? 

^B^.  Mr.  Forbes.  No;  I  am  still  talking  about  the  financial  statement  in  its 
^Kentirety,  made  by  the  Rocky  Mountain  Power  Co.,  or  the  Montana  Power  Co., 
^Bin  connection  with  this  application  now  pending. 

^B  Mr.  Russell.  Include  the  Electric  Bond  &  Share  Co.,  as  they  made  the  last 
Bj»  statement. 

Mr.  Forbes.  And  the  financial  statement  of  the  Electric  Bond  &  Share  Co. 
I  would  like  to  state  here,  Mr.  Chairman,  that  I  only  had  an  opportunity  to 
glance  at  this  binder  for  a  few  minutes  this  morning,  and  I  don't  know  what 
other  documents  might  be  included  in  it,  but  what  I  want  is  all  of  the  papers 
that  have  to  do  with' the  prelicense  expense  on  this  project,  application  for 
which  is  now  pending  before  the  commission,  and  is  now  before  this  commis- 
sion for  hearing. 

Mr,  Russell.  Whether  filed  by  the  Rocky  Mountain  Power  Co.  or  by  the 
Montana  Power  Co.  or  by  the  Electric  Bond  &  Share  Co.? 

Mr.  Forbes.  Yes;  or  any  of  the  companies  aflSliated  with  them,  who  might 
have  had  occasion  to  file  financial  statements. 

Mr.  Kelly.  What  is  the  purpose?  Will  you  state  your  purpose  for  the 
record? 
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Mr.  Forbes.  The  piirposo  \\  as  stated  in  my  formal  motion  which  was  granted 
by  the  eommsision  the  lirst  day  of  this  hearing.  If  you  want  me  to  repeat  that, 
I  will  find  it. 

Mr.  Kelly.  I  did  not  understand  that  the  commission  granted  your  motion. 
They  took  it  under  advisement  at  that  time,  and  I  have  not  been  advised  of 
any  ruling  by  the  committee's  secretary  or  the  commission. 

Mr.  Forbes.  I  would  like  to  remind  you  that  my  motion  asking  for  the  pro- 
curement of  this  information  for  introduction  was  granted  immediately,  and 
the  application  for — or  my  motion  for  some  of  the  additional  data,  such  as  the 
Butler  report  on  these  applications,  was  held  under  advisement  for  a  few 
hours. 

Mr.  Kelly.  There  was  no  objection  made  to  any  part  of  your  motion  except 
as  to  this.     I  don't  know  why  the  other  should  be -under  advisement. 

Mr.  Forbes.  Secretary  Wilbur  turned  to  some  of  the  staff  of  the  Federal 
Power  Commission  and  consulted  them,  and  that  was  the  reason  it  was  held 
under  advisement.  I  think  the  record  will  show  that  this  has  already  been 
produced  upon  my  motion  for  production  as  part  of  the  record. 
.  Mr.  Kelly.  Well,  we  are  in  the  same  position,  if  the  commission  please,  as 
Mr.  Forbes,  so  far  as  this  record  is  concerned.  We  don't  know  what  is  in  it. 
It  was  filed  from  the  New  York  offices,  I  have  been  advised,  and  there  seems 
to  l)e  a  lot  of  data  here,  and  as  I  say,  we  dcm't  know  what  is  in  it.  Objection 
was  made  at  the  time  as  being  wholly  irrelevant.  I  don't  know  what  the 
purpose  of  our  expense  account  is,  so  far  as  this  hearing  is  concerned,  because 
eventually  this  commission  will  determine  what  part,  if  any,  of  our  preliminary 
expense  account  will  be  incorporated  as  part  of  our  capital  account  which  will 
hav^  to  do  with  the  issuance  of  a  license,  if  we  get  one.  But  what  it  can  have 
to  do  with  the  present  hearing  I  don't  know,  and  for  that  reason  I  object  at  this 
time,  and  I  do  not  understand  that  the  matter  has  been  ruled  on,  and  I  think 
that  Mr.  Forbes  must  be  mistaken  as  to  which  documents  were  held  up,  because 
we  made  no  objection  to  the  production  of  the  other  documents  other  than 
this. 

Mr.  Forbes.  Mr.  Chairman,  I  suggest  that  we  have  a  recess  for  a  few  minutes 
until  we  can  find  the  record. 

Mr.  Dixon.  We  will  recess  until  a  quarter  of  4. 

(W^hereupon,  at  3.40  o'clock  p.  m.,  a  recess  was  taken  until  4  o'clock  p.  m. 
this  day.) 

Now,  on  your  motion,  Mr.  Forbes,  to  admit  into  the  record  certain  specific 
documents  from  the  files,  to  be  segregated  by  Mr,  Bonner,  in  reading  the  min- 
utes I  would  interpret  it  that  Secretary  Wilbur  intended  to  admit  them.  He 
confirms  personally  to  me  that  that  was  his  intention.  So,  therefore,  your 
motion  to  admit  whatever  there  were — two  or  three,  I  do  not  recall  what  they 
were 

Mr.  RussEXL.  As  specified  in  the  motion. 

Mr.  Dixon.  As  specified  in  the  motion,  segregated  by  Mr.  Bonner  from  the 
files,  will  be  admitted  in  the  minutes. 

Mr.  Kelly.  Is  this  offered  now  in  its  entirety? 

Mr,  Forbes.  No,  Mr,  Chairman,  we  are  up  against  the  mechanical  diflSculty 
in  that  my  effort  just  now  was  to  have  that  identified,  particularly  so  that 
there  would  be  no  question  at  all  about  the  documents  that  were  a  part  as  of 
this  record.  My  reason  for  wanting  to  identify  them  very  definitely  was  be- 
cause I  had  not  had  the  opportunity  to  identify  the  several  papers  and  docu- 
ments in  the  file  that  was  handed  to  me,  and  I  do  not  want  anything  in  the 
record  of  this  hearing  except  the  things  that  I  have  asked  for. 

Mr.  RussEXL.  As  specified  in  your  motion, 

Mr.  Forbes.  As  si^ecified  in  my  motion.  So  that  I  would  suggest,  first,  that 
the  record  show  that  you,  with  the  approval  of  Secretary  Wilbur,  have  con- 
firmed my  understanding  that  they  are  Jidmitted.  Now,  the  only  thing  remain- 
ing is  for  the  executive  secretary  of  the  commission  to  segregate  them  so  that  at 
the  morning  session  we  may  identify  them  definitely,  so  there  can  be  no  mistake 
as  to  what  papers  are  included  in  the  record. 

Mr.  RussFXL.  It  would  be  necessary  to  actually  physically  segregate  them : 
and  why  can  they  not  be  selected  and  then  each  one  give  a  number,  or  point  out 
its  title  and  the  volume  that  It  is  in?  I  don't  think  it  is  necessary  to  tear  the 
files  part. 

Mr.  Forbes.  In  my  position,  sir,  I  felt  constrained  to  suggest  that  because  I 
was  told  that  that  bundle  that  I  had  before  me  included  things  that  I  should 
not  have  access  to,  and  T  don't  think  that  I  should  be  ]mi:  in  a  position  <>f 
handling  a  document  that  contains  other  material. 
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Mr,  Dixon.  Mr.  Bonner  says  that  Major  Newcomer  can  segregate  them. 

Mr.  Bonner.  Will  to-morrow  morning,  Mr.  Forbes,  be  all  right V 

Mr.  Forbes.  To-morrow  morning.  But  I  would  like  to  have  it  understood 
that  I  might  want  to  make  reference  to  the  documents  that  I  have  referred  to 
in  mj'  motion,  and  I  would  like  to  have  access  to  them  early  to-morrow  morning, 
so  I  can  see  what  they  are.    I  have  not  been  able  to  examine  them  in  detail. 

Mr.  Kelly.  So  that  the  commission  may  understand  my  position,  now  that 
the  expenditures  of  the  power  company  in  a  preliminary  way  are  to  be  treated 
as  part  of  this  record,  my  information  is  that  these  expenditures  were  made  by 
the  Montana  Power  Co.  on  behalf  of  the  Rocky  Mountain  Power  Co.,  and  that 
in  connection  with  these  accounts  that  have  been  filed  here  and  made  a  part 
of  the  record  they  are  expense  accounts  of  the  Mountain  Power  Co.,  settlement 
of  damages,  and  expense  accounts  and  personal-injury  settlements,  and  all 
of  that,  which  has  no  relation,  of  course,  to  the  subject  matter  in  hand.  Now, 
then,  what  I  wanted  to  suggest  was  that  counsel  designate  by  segregation  from 
this  the  expenditures  having  to  do  with  the  preliminary  work  on  the  Flathead 
project,  and  that  they  alone  be  treated  as  a  part  of  this  record,  because  the 
business  of  the  Montana  Power  Co.,  other  than  its  advances,  which  are  charged 
against  this  development,  should  not  be  made  a  matter  of  public  record  here. 

Mr.  Rltssell.  May  I  interject,  the  record  as  it  is  here  exhibited  of  those 
exx)ense  accounts  is,  as  you  say,  expense  accounts  of  the  Montana  Power  Co. 
for  certain  periods  of  time  to  certain  employees  and  officials*  of  the  Montana 
Power  Co.,  but  in  allocating  the  amount  to  the  Rocky  Mountain  Power  Co.  you 
have  taken  the  total — I  don't  mean  you,  but  I  mean  the  officials — have  taken 
the  total  of  the  actual  expense  covering  all  sorts  of  things,  and  have  divided 
that  by  some  device  or  come  to  some  arbitrary  amount  for  which  there  is  a 
deduction,  so  that  you  can  not  tell  on  that  expense  account  what  parts  are 
allocated  to  this  project  and  what  parts  are  not.  For  instance,  you  have  in 
there,  as  I  recall  distinctly,  one  page  of  Mr.  Kerr's  expense  covering  four  or 
five  trips  from  the  West  to  New  York  and  Washington.  If  I  recall  correctly, 
the  total  upon  that  is  $2,700,  approximately.  There  is  nothing  there  to  show 
whether  that  is  for  the  exclusive  use  of  the  Rocky  Mountain  Power  Co.  or  what 
it  is  for,  but  I  find  a  portion  of  the  $2,700  only  is  charged  to  the  Rocky 
Mountain  Power  Co.,  and  therefore  it  can  not  be  segregated  from  those  accounts 
as  they  now  stand. 

Mr.  Forbes.  Mr.  Chairman,  I  understood  that  Mr.  Kelly  was  suggesting  that 
I  make  an  effort  to  segregate  the  papers.  I  will  accept  the  suggestion  if  he 
will  cooperate  with  me  in  the  hearing,  so  that  I  can  intelligently  do  so,  but  I 
have  just  had  an  opportunity  to  glance  at  those,  and  I  do  not  think  I  can  very 
readily  segregate  them, 

Mr.  Kelly.  I  will  sit  with  you  in  the  morning,  and  you  point  out  the  ac- 
counts which  you  contend  have  relation  to  this  hearing,  and  as  to  those,  they 
may  go  in. 

The  point  I  have  in  mind,  as  I  stated,  is,  as  I  am  advised,  there  is  a  lot  of 
this  that  has  no  relation  at  all,  and  no  claim  is  made  that  it  relates  to  this 
project. 

Mr.  Russell.  Excepting,  as  I  say,  Mr.  Kelly,  the  accounts  that  you  have 
filed  carry  a  total  amount  that  includes  everything  of  this  character,  from 
which  you  have  UKade  arbitrary  deductions  and  arrived  at  an  arbitrary  result, 
and  this  arbitrary  result  is  then  added  to  the  capital  account  of  this  particular 
project.  Now,  I  can  not  find  from  your  accounts  the  segregation  of  those 
items,  except  on  one  sheet  I  find  where  you  have  $86.14  as  a  balance  charged 
to  the  Rocky  Mountain  Power  Co.,  and  I  find  four  or  five  items  on  that  page 
that  total  $86.14.  So  it  is  fair  to  say  that  those  are  the  items  that  should 
be  charged.  But  that  is  the  only  sheet  of  all  of  those  exhibits  upon  which  I 
can  find  any  figures  in  the  total  itemized  statement  that  in  any  way  would 
allocate  themselves  to  the  total  that  you  have  charged  to  this  project. 

Mr.  Keixy.  I  have  not  seen  the  account. 

Mr.  Russell.  If  you  look  at  them,  you  will  find  them  to  be  as  I  say. 

Mr.  Forbes.  I  will  look  it  over  with  you,  Mr.  Kelly,  in  the  morning,  and  I 
will  assure  you  we  will  not  use  anything — at  least,  the  applicant  Wheeler  will 
not  use  anything  that  has  not  apparent  connection  with  the  Rocky  Mountain 
Power  Co.'s  application. 

Mr.  Dixon.  Who  is  your  next  witness? 

Mr.  Forbes.  I  have  a  few  other  documents  or  information  that  I  would  like 
to  have  procured  for  the  purx)Ose  of  having  it  introduced  or  made  an  official 
part  of  this  record. 
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I  move  the  commission  to  produce  for  introduction  as  part  of  the  record  in 
this  case  a  complete  chronological  report  on  all  applications  for  permit  or 
license,  filed  by  the  Montana  Power  Co.,  the  Rocky  Mountain  Power  Co.,  the 
Electric  Power  &  Light  Co.,  and  the  American  Power  &  Light  Co.,  and  any 
of  their  subsidiaries,  and  the  applicant  Walter  H.  Wheeler's  application,  show- 
ing the  dates  of  each  application,  the  date  of  filing  of  each  document  pertaining 
to  said  application,  the  dates  of  reports  and  actions  by  the  engineers  or  staff 
of  the  Power  Commission ;  said  report  to  be  sufliciently  summarized ;  each  step 
or  action  taken  on  each  application  to  show  the  reasons  why  said  applications 
have  remained  pending  and  have  not  issued. 

Mr.  Dixon.  Why  is  that  pertinent  to  the  inquiry  here? 

Mr.  Forbes.  The  purpose  of  that  is  to  show  the  past  and  present  status  of 
each  of  these  applications,  and  from  it  I  expect  to  show  that  the  Rocky  Moun- 
tain Power  Co.  and/or  the  companies  I  have  mentioned  connected  with  them 
financially,  have  had  applications  before  the  commission  pending  for  an  unusual 
number  of  years,  and  from  that  information  we  will  argue  that  it  is  the  attempt 
and  principle  of  the  Rocky  Mountain  Power  Co.  and  the  Montana  Power  Co., 
or  these  other  companies,  to  tie  up,  so  far  as  possible,  these  power  sites  by 
claiming  priority  due  to  their  early  filing  of  applications  for  permits. 
Mr.  Kelly.  Other  projects  than  this,  Mr.  Forbes,  you  mean? 
Mr.  FoEBES.  In  the  same  district. 
Mr.  Kelly.  On  the  Flathead  site? 

Mr.  FoBBES.  No;  any  and  all  applicants  for  permit  or  license. 
Mr.  BoNNEB.  You  know,  the  mere  filing  of  an  application,  Mr.  Forbes,  gives  the 
applicant  no  advantage. 

Mr.  Forbes.  It  has  been  argued  by  the  opposition  here  that  they  are  entitled 
to  priorities  and  to  unusual  consideration  by  reason  of  the  fact  that  they  have 
had  these  applications  pending  for  a  long  time  and  have  spent  large  sums  of 
money  in  connection  with  them.  In  one  of  Major  Butler's  reports  it  shows  that 
he  mentions — considers  the  Rocky  Mountain  Power  Co.  as  being  entitled  to  more 
consideration  than  my  applicant,  by  reason  of  the  great  amount  of  work  that 
has  apparently  been  done  by  that  company,  as  compared  with  my  company. 

Secretary  Wilbur.  Mr.  Forbes,  you  will  have  to  confine  this  to  the  Flathead 
project. 

Mr.  Forbes.  But  don't  you  think  it  is  competent  to  show  that  the  applicant 
here,  the  Rocky  Mountain  Power  Co.,  or  the  concerns  that  own  it,  are  sys- 
tematically engaged  in  an  attempt  to  tie  up  this  power? 

Secretary  Wilbur.  It  would  not  be  germane  to  the  particular  question  here, 
in  my  opinion. 

Mr.  Forbes.  I  submit  it  is  part  of  the  matter  of  public  interest,  the  interest 
of  the  Nation  and  of  anyone  who  is  entitled  to  any  rights  in  the  development  of 
water  power. 

Secretary  Wilbur.  So  far  as  we  see  it  here,  that  is  going  on  all  over  the 
country  all  the  time  in  connection  with  power  sites,  and  has  been  rather  a  com- 
mon habit  of  those  who  went  out  and  explored  for  these  power  sites,  to  put  in  a 
preliminary  application,  but  as  has  been  stated  here,  it  makes  no  difference  at 
all  to  the  commission  when  it  is  put  in. 

Mr.  Forbes.  Well,  it  seems  to  me,  sir,  that  if  it  can  be  shown  that  this  com- 
pany has  applications  pending  on  a  number  of  sites,  and  haTe  had  them  for  a 
long  period  of  time,  and  are  only  now  forcing  a  decision  upon  this  one  after  its 
application  for  preliminary  permit  has  been  pending  since  1921,  it  is  a  matter  for 
the  consideration  of  the  commission  with  regard  to  the  public  interest  involved. 
Secretary  Wilbur.  Well,  I  have  told  you  how  much  attention  I  thought  the 
commission  would  pay  to  it,  but  if  you  want  to  put  it  in,  I  have  no  objection. 

Mr.  Forbes.  I  would  like  to  have  it,  sir.    You  realize  that  I  can  not  put  any- 
thing in  my  brief  or  in  my  argument  except  what  is  in  this  oflScial  hearing. 
Secretary  Wilbur.  Yes ;  I  understand  that. 
Mr.  Forbes.  I  have  a  few  other  motions. 

Mr.  Russell.  Mr.  Secretary,  in  order  that  there  may  be  no  confusion  again, 
1p  there  a  ruling  upon  his  motion  there,  so  that  we  may  have  it  clear  without 
having  a  dispute  about  it? 

Secretary  Wh.bur.  It  was  the  complete  record  that  he  asked  for,  was  it  not? 
And  my  statement  was  that  It  would  have,  so  far  as  I  knew,  no  influence  what- 
soever on  the  decision  of  the  commission,  but  if  he  wanted  to  put  it  in,  we  have 
no  objection. 
Mr.  Forbes.  Then,  my  motion  is  allowed. 
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Now,  I  also  move  the  commission  to  produce  and 

Mr.  Dixon  (interposing).  The  major  says  that  will  take  a  week  to  get  that 
data. 

Mr,  FoEBES.  Well,  of  course,  if  the  commission  has  not  yet  decided  whether 
to  hear  this  on  final  argument  and  brief,  and  at  a  later  date  close  the  hearings 
with  oral  argument,  I  assume  that  in  a  matter  of  this  consequence  the  com- 
mission and  the  other  interested  parties  would  want  briefs  filed. 

Mr.  Kelly.  Counsel  for  the  other  side,  I  take  it,  should  have  an  opportunity 
to  see  and  meet,  before  the  hearing  is  closed,  anything  that  comes  in. 

Mr.  Forbes.  I  certainly  would  expect  them  to. 

Mr.  Kelly.  And  if  this  is  going  to  take  a  week,  I  hope  to  be  in  Montana  by 
that  time. 

Secretary  Wilbur.  I  hope  you  will  be,  too.     [Laughter.] 

As  we  understand  this  matter,  the  final  proposition  that  will  go  before  the 
Federal  Power  Commission  will  be  briefs,  not  oral  argument.  So  that  there 
will  be  full  opportunity  in  that  case  to  see  anything  that  is  produced ;  if  not,  it 
will  be  put  in  your  hands  at  a  later  date. 

Mr.  Forbes.  I  move  the  commission  to  produce  and  make  part  of  the  oflacial 
record  of  this  proceeding  the  Schultz  report  on  the  application  of  the  Rocky 
Mountain  Power  Co.  for  a  permit. 

Secretary  Wilbur.  What  is  the  Schultz  report? 

Mr.  Forbes.  It  is  referred  to  in  Major  Butlers  report  upon  the  application 
of  the  Rocky  Mountain  Power  Co.,  and  part  of  it  is  referred  to  and  quoted  by 
Major  Butler. 

Secretary  Wilbur.  Can  you  identify  that  Schultz  report? 

Mr.  BoNNEEL  I  think  so.     It  is  in  the  files. 

Secretary  Wilbur.  It  is  available,  then.  Have  you  any  objection  to  that, 
Mr.  Kelly? 

Mr.  Kelly.  No. 

Secretary  Wilbur.  It  is  so  ordered. 

Mr.  Forbes.  I  also  move  the  commission  to  produce  and  submit  as  part  of  the 
official  record  of  this  hearing  the  report  which  has  been  referred  to  as  the 
"  Rose  report,"  which  I  understand  was  an  engineering  report  involving  this 
same  project,  made  by  a  Mr.  Rose,  of  the  Geological  Survey,  on  behalf  of  the 
Indians. 

Mr.  Bonner.  Is  that  part  of  our  files  ? 

Major  Newcomer.  We  have  one  copy  of  that  report  that  we  got  from  the 
Bureau  of  Indian  Affairs,  Mr.  Forbes,  and  it  is  the  only  one  in  existence. 

Mr.  Flicklnger.  Mr.  Rose  was  a  former  Indian  irrigation  man,  a  technical 
engineer  sent  to  Flathead  to  make  a  report.  We  have  but  one  copy,  and  a 
photostat  copy  was  furnished  Senator  Frazier,  and  also  one  copy  furnished  to 
the  Federal  Power  Commission. 

Secretary  Wilbur.  What  is  the  character  of  the  report?  Is  it  a  recommenda- 
tion of  some  sort  or  an  analysis? 

Mr.  Flickinger.  It  is  just  an  analysis,  Mr.  Secretary.  Mr.  Rose  was  sent 
up  to  the  Flathead  project  to  correlate  data  and  make  investigations  at  the 
time  the  Rocky  Mountain  Power  Co.'s  application  was  first  under  considera- 
tion. It  is  not  a  complete  report;  it  has  never  been  approved,  and  some  of 
the  references  made  therein  have  never  been  completed  or  Included  in  the 
report. 

Secretary  Wilbur.  Has  it  been  in  the  hands  of  either  applicant,  so  far  as 
you  know? 

Mr.  Flickinger.  Not  to  my  knowledge. 

Secretary  Wilbur.  Do  you  think  it  will  contribute  to  the  clarification  of 
the  issues? 

Mr.  Flickinger.  I  don't  see  how  it  will. 

Secretary  Wilbur.  It  will  not  contribute  to  clarification? 

Mr.  Flickinger.  I  don't  think  so. 

Mr.  ScATTERGooD.  It  has  some  engineering  data  in  it,  but  whether  or  not  it 
would  be  necessary  to  supplement  the  studies  already  made  by  both  applicants 
I  suppose  is  quite  a  question. 

Secretary  Wilbur.  Well,  the  only  point  is  that  we  are  getting  a  little  inter- 
ested in  not  getting  this  record  cluttered  up  too  much. 

Mr.  Forbes.  I  understood  the  physical  record  would  not  be  cluttered  up; 
that  it  would  be  a  part  of  the  official  proceedings  to  which  we  might  make 
reference  in  our  brief. 
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Mr.  ScATTERGOOD.  I  tliiiik  if  we  undtTstnnd  that  it  is  an  uncompleted  report 
it  certainly  would  do  no  harm. 

Mr.  Dixon.  I  think  there  oujrht  to  l)e  inserted  in  this  re])()rt  the  report  of 
tlie  engineers  of  the  Reclamation  Service  who  were  then  in  charge  of  this 
project,  hack  in  19()i).  Is  Mr.  Newell  in  the  room?  Do  you  know  w^hen  that 
report  was  made? 

Mr.  Pope.  I  would  like  to  say  that  I  have  read  that  report,  and  it  does 
not  relate  to  this  proposed  project.  It  was  a  report  made  upon  the  proposition 
of  developing  a  small  i>ower  plant  under  the  act  of  May  10,  1926,  and  analyzed 
the  situation  that  might  exist  should  that  small  project  he  developed. 

Mr.  DrxoN.  There  was  a  report  made  by  the  Reclamation  Service  about  1909 
on  the  Flathead  project  when  the  Flathead  power  was  first  discussed. 

Mr.  Brown.  I  understood  it  was  a  report  made  by  the  Reclamation  Service. 

Mr.  ScATTERGOOD.  It  is  more  than  that,  Mr.  Pope. 

Mr.  Brown  (continuing).  About  1909.  when  the  Flathead  power  project  was 
first  discussed  as  supplemental  to  the  irrigation  project  there  for  the  benefit 
of  the  settlers.    I  think  that  ought  to  go  in. 

Secretary  Wilbur.  Unless  it  can  be  identified  we  can  not  get  it  in. 

Mr.  Dixon.  I  think  it  ought  to  go  in. 

Secretary  Wilbur.  Yes ;  I  think  that  might  be  added  to  the  record. 

Mr.  Forbes.  You  wish  to  add  to  the  record  the  Rose  report,  so  called? 

Secretary  Wilbur.  Yes. 

Mr.  Dixon.  I  suggest  that  Mr.  Newell  has  come  in.  I  want  to  ask  him  a 
question. 

Mr.  Newell,  when  did  your  engineers  make  that  report?  Who  made  it;  was 
it  Stratton? 

Mr.  Newell.  It  was  Stratton's  report;  yes. 

Mr.  Dixon.  About  1909? 

Mr.  Newell.  About  1909,  and  possibly  it  was  dated  1910.  as  I  recall. 

Secretary  Wilbur.  Has  that  report  been  available  to  anybody  here? 

Mr.  Dixon.  Nobody  has  called  for  it.  It  was  the  original  report  for  supple- 
menting the  irrigation  project.  I  think  that  is  rather  important.  That  is  the 
Stratton  report? 

Mr.  Newell.  That  is  the  Stratton  report. 

Mr.  Dixon.  Is  that  in  the  Indian  Office? 

Mr.  Newell.  Presumably  it  is  in  the  Indian  Office,  and  a  copy  of  it  in  the 
Reclamation  Service. 

Mr.  Dixon.  Are  you  familiar  with  it,  Mr.  Flickinger? 

Mr.  Flickinger.  No,  sir ;  I  am  not. 

Mr.  Dixon.  When  the  reclamation  project  was  first  initiated? 

Mr.  Pope.  I  will  say  that  I  think  that  name  must  be  a  mistake.  He  must  be 
referring  to  the  Stockton  report. 

Mr.  Dixon.  Yes;  the  Stockton  report. 

Mr.  Pope.  Dated  November  1,  1907.  When  our  part  of  the  case  comes  on  we 
propose  to  offer  that  in  evidence. 

Mr.  Forbes.  If  the  commission  please,  I  would  like  to  ask  Mr.  Kelly  if  he 
will  file  with  the  commission,  some  time  to-moi*row,  if  po^^sible,  the  rate  schedules 
of  the  Montana  Power  Co. 

Mr.  Kelly.  The  rate  schedules  throughout  the  State?  I  do  not  think  we 
have  them.  They  are  matters  of  public  record,  of  course.  We  will  be  very  glad 
to  file  them  with  the  commission. 

Mr.  Forbes.  Well,  how  soon  could  you  furnish  both  the  commission  and  our- 
selves with  copies  of  those? 

Mr.  Kerb-  They  would  have  to  come  by  mail  from  Montana. 

Mr.  Forbes.  And  that  would  take  four  or  five  days? 

Mr.  Kerr.  That  would  take  four  days,  probably. 

Mr.  Forbes.  I  would  appreciate  receiving  them,  so  that  they  can  be  referred 
to  in  the  brief.  And  would  you  care  to  stipulate,  Mr.  Kelly,  that  reference  may 
be  made  by  either  or  both  of  us  to  rate  schedules  in  our  briefs? 

Mr.  Kelly.  I  have  no  objection. 

Mr.  Russell.  In  order  that  the  record  may  be  clear,  there  ought  to  be  dis- 
cretion vested  or  power  vested  in  the  executive  secretary  of  the  commission 
upon  the  receipt  of  those  schedules,  if  they  are  received  when  this  hearing  is 
adjoumcHl.  for  him  to  evidence  them  by  exhibit  numbers  and  include  them  in 
the  record. 

Mr.  Forbes.  I  am  glad  t<>  have  that  suggestion,  Mr.  Russell.  .iikI  will  ask  the 
chairman  to  instruct  accordingly. 
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Secretary  Wilbur.  Is  there  any  objection?     It  is  so  ordered. 

Mr.  Forbes.  Now,  Mr,  Chairman,  with  the  exception  of  a  statement  from 
Colonel  Tyler  with  regard  to  the  production,  cost,  and  selling  price  of  electric 
powder  at  Muscle  Shoals,  I  have  nothing  more  to  present  in  behalf  of  Mr. 
Wheeler :  and  inasmuch  as  Colonel  Tyler  is  a  member  or  oflacer  of  the  commis- 
sion, I  will  not  ask  to  put  him  on  now  but  will  leave  that  to  the  convenience  of 
Colonel  Tyler  or  the  commission. 

I  would  like  to  have  that  statement  considere<l  as  part  of  our  case. 

Secretary  Wilbur.  It  will  be  so  considered. 

F.  M.  Kerr,  a  witness  called  by  and  on  behalf  of  the  applicant,  the  Rocky 
Mountain  Power  Co.,  and  heretofore  duly  sworn  according  to  law,  was  examined 
and  testified  as  follows: 

Direct  examination  by  Mr.  Kelly: 

Question.  What  is  your  name,  Mr.  Kerr? 

Answer.  F.  M.  Kerr. 

Question.  You  reside  at  Butte,  Mont.? 

Answer.  Yes,  sir. 

Question.  You  are  the  vice  president  and  general  manager  of  the  applicant, 
the  Rocky  Mountain  Power  Co.? 

Answer.  Yes,  sir. 

Question.  You  are  the  vice  president  and  general  manager  of  the  Montana 
Power  Co.? 

Answer.  Yes,  sir. 

Question.  How  long  have  you  been  in  the  hydroelectric  power  business,  either 
as  employee  or  oflScer  or  manager  of  concerns? 

Answer.  More  than  40  years. 

Question.  And  where? 

Answer.  Well,  40  years  in  Montana  and  a  year  or  two  elsewhere ;  a  good  many 
places. 

Question.  You  have  been  connected  with  the  growth  and  development  of  the 
hydroelectric  power  business  in  Montana  for  40  years  last  past? 

Answer.  Yes,  sir. 

Question.  And  in  what  different  capacities  have  you  worked,  Mr.  Kerr? 

Answer.  As  a  journeyman,  electrical  journeyman,  and  plant  foreman  and 
superintendent  and  general  superintendent  and  general  manager — all  capacities, 
I  might  say. 

Question.  Now,  will  you  just  briefly  tell  the  commission  something  of  the 
development  of  the  power  in  Montana,  of  the  hydroelectric  power,  its  growth 
and  development  during  that  time — just  briefly? 

Answer.  The  first  development  of  any  size  was  made  by  Marcus  Daly  at 
Anaconda,  and  my  recollection  is  that  it  was  started  about  1886,  a  vei-y  crude 
affair,  and  furnished,  maybe,  1,000  or  2,000  horsepower;  it  was  very  small;  I 
can  not  remember  exactly  what  it  was. 

The  next  development  of  any  imi)ortance  was  by  the  Boston  &  Montana  Land 
Co.,  as  I  remember  the  name  of  the  company,  at  Great  Falls,  what  was  called 
the  Black  Eagle  Dam  was  built  across  the  IMissouri  River,  and  they  started  to 
furnish  power,  not  by  electricity  but  by  rope  drive  transmission,  to  adjacent 
industries  that  they  hoped  to  get ;  and  the  net  result  of  it  was  one  flour  mill. 
This  dam,  as  I  remember  it,  was  completed  in  1890,  possibly  1889. 

There  were  a  few  small  plants  built  by  Bright  at  Lewistown,  and  by  John 
King,  at  Livingston,  and  by  Colonel  Rowley  at  Billings.  A  small  one  on  the 
Missoula  ;  I  do  not  remember,  but  I  think  that  was  in  1896.  But  they  were 
nothing  important  in  size,  until  the  Canyon  Ferry,  near  Helena,  was  made,  and 
as  I  remember,  that  was  started  about  1897  and  completed  in  1898  or  1899,  and  it 
had  a  capacity  of  10,000  horsepower,  and  it  is  running  to-day  practically  as  it 
was  finished  at  that  time. 

The  next  development  followed  that  almost  immediately,  on  the  Big  Hole 
River,  south  of  Butte,  which  H.  M.  Byllesby,  who  is  the  father  of  the  H.  M. 
Byllesby  Co.,  built  a  3,000-kilowatt  hydroelectric  plant. 

Immediately  following  that  L.  L.  Nunn,  of  the  old  Telluride,  built  a  2,000- 
kilowatt  plant  on  the  Madison  River,  and  built  the  first  long-distance  trans- 
mission line,  the  line  which  was  from  Madison  to  Butte,  of  65  miles. 
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Question.  This  transmission  line  was  built  how  long  ago,  approximately? 

Answer.  It  was  finished  in  January,  1901.  1  remember  that  because  my 
concern  bought  power  from  them.  Almost  at  the  same  time,  the  Canyon  Ferry 
people,  who  had  built  a  little  previously— built  u  line  from  Helena  to  Butte 
and  began  to  furnish  a  little  power  to  the  mine. 

By  Mr.  Dixon  : 

Question.  Is  that  Hawley  &  Howson's  dam? 

Answer.  Yes,  sir.     And  our  associates  built  it  first. 

Following  these  things  I  have  mentioned,  the  next  important  development 
was  on  the  Madison,  at  the  site  of  the  L.  L.  Nunn  development,  which  was  made 
by  the  Madison  River  Power  Co.,  who  had  purchased  L.  L.  Nunn's  property,  and 
they  developed  9,000  kilowatts. 

Question.  Keep  to  horsepower ;  we  have  been  talking  about  that,  Mr.  Kerr. 

Answer.  Yes ;  I  know  the  conversation  has  all  been  in  horsepower ;  but  we 
fellows  talk  in  kilowatts. 

Question.  Will  you  translate  the  kilowatts  into  horsepower? 

Answer.  Cross  out  horsepower.  The  line  was  revived  and  its  power  was 
brought  to  Butte 

By  Mr.  Russell: 

Question.  What  year  was  that? 

Answer.  1904,  1905,  and  1906.  I  might  say  just  here  that  getting  industries 
to  accept  power  in  those  days  was  a  very  hard  job ;  nobody  was  willing  to 
buy ;  they  had  had  so  many  years  of  steam  experience  and  they  had  great  doubt 
of  our  ability  to  do  these  things,  and  it  required  a  great  deal  of  missionary 
work. 

Following  the  development  of  the  Madison,  the  Missouri  River  Power  Co. — or, 
to  be  accurate,  I  guess  the  name  is  Missouri  River  Transmission  Co. — built  a 
plant  at  what  is  known  as  Houserly  Lake.  My  recollection  is  that  it  was 
started  late  in  1906,  finished  in  1907,  and  entirely  washed  out  in  the  flood  of 
1908.  I  think  this  plant  was  18,000  kilowatts  initially.  The  dam  was  a  steel 
structure,  and  it  went  downstream.  That  was  rebuilt  in  the  succeeding  years, 
and  I  think  recompleted  in  1910. 

That  was  followed  by  a  dam  at  Great  Falls,  by  the  Great  Falls  Power  Co., 
on  what  is  known  as  the  Rainbow  Falls.  That  was  completed  and  put  in  oper- 
ation in  the  summer  of  1910. 

The  next  development,  as  I  remember  the  order,  was  at  Thompson  Falls. 
That  was  begun  in  1913  and  completed  in  1915.  The  capacity  was  30,000 
kilowatt-hours  of  machinery. 

By  Mr.  Kelly  : 
Question.  How  much  horsepower? 
Answer.  Oh,  40,000  horsepower. 

By  Mr.  Dixon  : 

Question.  You  add  one-third  for  horsepower,  do  you? 

Answer.  Add  one-third. 

Almost  at  this  same  time  what  was  known  as  the  Volta  plant  at  Great  Falls 
was  built,  and  completed  soon  after  the  Thompson  Falls  plant.  This  had  a 
capacity  of  80,000  horsepower. 

By  Mr.  Russell: 

Question.  What  was  the  name  of  that  plant  again? 

Answer.  Volta  plant.  They  gave  these  plants  different  names  now.  They  are 
In  the  combination,  so  that  the  telephone  girls  can  tell  the  difference. 

That  was  followed  in  1916,  1917,  and  1918,  by  the  development  of  Holter,' 
near  Wolf  Creek,  on  the  Missouri  River.  That  plant  has  a  rated  capacity  of 
53,000  horsepower.  It  went  into  operation,  as  I  remember  it,  in  the  summer  of 
1918.  There  was  nothing  done  for  quite  some  time,  because  all  of  us  know  what 
the  experience  was  that  we  learned  during  and  after  the  war.  In  our  case, 
the  mines  were  shut  down  a  good  part  of  1921  and  1922.  The  bus;iness  depres- 
sion was  very  bad.  And  no  more  active  developments  took  place  until  the 
Montana  Power  Co.  started  to  build  a  little  plant  in  eastern  Montana,  in  what 
is  the  Billings  district — 15,000  horsepower,  1,100  feet  head;  and  it  was  built 
particularly,  not  so  much  to  add  to  the  capacity  of  the  plant  as  to  take  care  of 
a  large  amount  of  business  that  had  grown  in  eastern  Montana  that  was  a  long 
distance  from  the  main  power  plants  and  the  lines  were  kind  of — I  do  not  know 
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that  the  stenographer  can  get  this  on  the  record — ^but  they  were  too  much  that 
way  [indicating].     [Laughter.] 

That  was  completed  in  1925,  as  I  remember  it.  That  was  followed  by  return- 
ing to  Great  Falls,  to  the  original  Black  Eagle  Dam,  that  I  named  a  while  ago, 
and  rebuilding  that  and  installing  electrical  machinery  to  give  it  a  capacity  of 
23,000  or  24,000  horsepower— it  was  24,000  horsepower. 

There  is  now  in  construction  in  Montana  a  development  on  the  Missouri  River, 
below  Great  Falls,  known  as  the  Moroni  site.  This  will  have  installed  machin- 
ery of  45.000  kilowats. 

Question.  How  many  horsepower? 

Answer.  Installed  machinery  of  60,000  horsepower,  and  a  continuous  capacity 
of  probably  40.000  or  45,000  horsepower. 

As  adjuncts  to  these  developments — a  series  of  them  being  on  the  Missouri 
River  watershed — there  was  the  construction  of  the  so-called  Hebgen  Reservoir, 
which  is  at  the  west  side  of  Yellowstone  Park,  and  on  the  three  forks  of  the 
Madison.  The  main  dam  is  on  the  Madison  River,  but  the  principal  storage  is 
the  three  forks  of  the  Madison,  the  North,  the  Middle,  and  the  South  Forks. 

That  is  a  very  large  reservoir,  as  reservoirs  go.  It  has  a  capacity  of  about 
350.000  acre-feet,  and  has  the  effect  on  the  Missouri  River  of  increasing  the 
mean  low  flow  at  Great  Falls  by  about  50  per  cent.  In  a  year  like  the  present, 
which  has  been  extremely  dry,  this  reservoir  was  responsible  for  75  to  80  per 
cent  of  the  water  that  was  going  by  Great  Falls. 

By  Mr.  KmjLY : 

Question.  How  many  plants  does  that  reservoir  serve? 

Answer.  It  now  serves  seven  and  will  be  applied  to  eight  when  Moroni  is 
finished  in  January. 

Question.  So  that  water  turned  out  of  that  Hebgen  Reservoir  is  used  seven 
times  and  will  be  used  eight  times  on  this  system? 

Answer.  Yes,  sir. 

Question.  Now,  when  was  the  Montana  Power  Co.  organized? 

Answer.  Late  in  1912. 

Question.  And  it  was  organized  by  a  consolidation  of  several  of  the  smaller 
power  companies,  or  their  successors,  that  you  have  named? 

Answer.  Yes.  sir. 

Question.  "What  advantages  accrued  to  the  power  system  and  the  hydroelectric 
power  development  in  Montana  by  the  merger  or  consolidation  of  these  com- 
panies for  their  business? 

Answer.  A  consolidation  of  this  kind  always  makes  the  machinery  of  all  plants 
much  more  effective  when  they  can  be  put  into  the  general  pot. 

By  Mr.  Dixon  : 

Question.  When  was  the  Milwaukee  Railroad  electrified? 

Answer.  The  first  division  was  completed  on  December  2,  1915;  that  is  the 
Horlowton-Deer  Lodge  division ;  the  next  division,  from  Deer  Lodge  to  Avery, 
was  completed.  I  think,  Mr.  Secretary,  in  the  next  year;  I  do  not  remember 
positively  about  that. 

By  Mr.  Kelly: 

Question.  How  much  power  does  the  Milwaukee  Railroad  take  in  horsepower, 
approximately,  if  you  have  it? 

Answer.  I  can  tell  you  roughly.  We  undertook  for  a  few  years  to  measure 
the  power  served  to  an  electric  railroad  440  miles  long,  and  being  served  at 
seven  points  of  delivery,  and  we  made  a  failure  of  it.  Nobody  has  devised  a 
scheme  by  which  you  can  do  that  thing  so  that  we  can  say  definitely  what  the 
so-called  maximum  demand  is.  We,  however,  measure  the  kilowatts  delivered 
in  each  of  the  substations,  and  those  can  be  added  up  in  sum.  The  average  use 
of  the  Milwaukee  Railroad  for  the  past  10  years  has  been,  in  round  figures, 
100,000,000  kilowatts  per  year.  That  means  the  average  use  of  15,500  horse- 
power. The  maximum  demand  necessary  to  supply  this  power  is  at  least 
40,000  horsepower. 

Question.  Now.  at  the  rate  that  the  Milwaukee  Railroad  pays — something 
was  said  yesterday  about  the  contract  with  the  Milwaukee  Railroad.  At  the 
rate  they^pay  what  did  that  amount  to  per  horsepower  for  power  delivered, 
approximately,  would  you  say? 

Answer.  The  contract  with  the  Milwaukee  Railroad  was  negotiated  in  1912. 
At  that  time  neither  the  railroad  company  nor  the  power  company,  nor  either 
of  its  engineers,  was  very  sure  vi-'hat  they  wanted  to  do.     The  railroad  com- 
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pany  insisted  on  liaving  a  rate  per  kilowatt-liour.  The  power  company  said  it 
was  perfectly  willing'  to  furnish  a  rate  per  kilowatt-hour  if  the  railroad  com- 
pany would  designate  a  load  factor  at  which  they  would  take  the  power,  the 
reason  for  this  heing  that  no  kilowatt-hour  charge  in  itself  is  fair  to  both 
parties  except  at  a  definite  load  factor.  If  the  load  factor  is  high,  it  is  unfair 
to  the  fellow  that  is  making  the  high-load  factor ;  if  the  load  factor  is  low,  it  is 
unfair — I  should  say  it  is  unfair  for  the  man  who  is  manufacturing  it  if  it  is 
high,  and  if  it  is  low  it  is  unfair  to  the  man  who  is  buying  it. 

The  result  of  all  this  was  that,  after  months  of  discussion,  the  power  com- 
pany agreed  to  name  a  rate  per  kilowatt-hour  of  0.00536  cent.  The  railway 
company  agreed  to  guarantee  a  load  factor  of  60  per  cent.  This  means  that  the 
power  company  had  guaranteed  to  itself,  and  was  only  willing  to  enter  into  a 
contract  on  the  basis  of  such  a  guarantee  of  $21  per  horsepower-year,  the  power 
company  to  transmit  this  power  to  the  railroad  company  at  seven  points  of 
delivery,  which  required  more  than  200  miles  of  transmission. 

Question.  Was  that  an  average  of  200  miles  of  transmission? 

Answer.  I  said  the  total  transmission  required  more  than  200  miles  of  trans- 
mission.    I  do  not  know  the  exact  figure. 

By  Secretary  Wilbur: 
Question.  Have  you  any  idea  as  to  the  cost  of  transmission  lines? 
Answer.  Those  lines,   Mr.    Secretary,   in   that  time,   I   would   say,   in   round 
figures — I  am  speaking  of  100,000-volt  lines  now — cost  about  $4,000  a  mile. 

By  Mr.  Bonner: 
Question.  Are  they  wood-pole  lines? 
Answer.  They  are  wood  poles ;  yes,  sir. 

By  Mr.  Dixon  : 

Question.  You  feed  them  from  several  different  power  plants? 

Answer.  To  make  it  clear,  the  railroad  company  has  a  transmission  line  along 
its  own  right  of  way,  and  we  feed  that  at  seven  different  points  from  all  of 
these  plants,  to  guarantee  continuity  of  service.  It  is  no  longer  believed  by 
railway  people  that  it  is  necessary  to  go  to  any  such  lengths  nowadays. 
Service  at  125  miles  is  ample. 

By  Mr.  Bonner: 

Question.  The  railroad  transmission  line  that  you  speak  of  is  a  direct-current 
line? 

Answ^er.  No,  sir;  it  is  an  alternating-current  line. 

Question.  Paralleling  your  alternating-current  lines? 

Answer.  No.     It  is  a  sort  of  bus-bar  around  the  end  of  our  line,  connec-ting 
all  of  our  lines  together  at  the  end  as  they  radiate  out  from  our  plant :  so  that 
our  power  flows  from  every  direction  into  this  line,  according  to  which  lines 
are  in  service,  making  a  most  perfect  condition. 
By  Mr.  Brown  : 

Question.  The  railroad  company  owns  its  own  transmission  line? 

Answer.  It  owns  its  own  transmission  line. 

Mr.  Kelly.  That  is,  along  the  railroad,  but  not  from  the  plants  to  the 
railroad. 

Mr.  Brown.  That  is  what  I  mean. 

Mr.  Kelly.  Yes. 

The  Witness.  I  might  add  that  the  last  day  of  August  of  this  year,  this 
contract  was  amended,  and  is  now  on  a  new  basis.  I  supiwse  that  the  terms 
of  this  contract  might  be  criticized  by  engineers,  the  same  as  the  old  one  was, 
because,  after  all,  it  was  a  bargain.  It  is  based  now  on  $625  per  mile,  flat 
per  mile,  plus  a  kilowatt  charge  of  $0,005.  or  nboiit  half  a  cent. 

By  Mr.  Kelly  : 

Question.  With  reference  to  the  service  of  the  Milwaukee  Railroad,  are  all 
of  the  plants  of  the  Montana  Power  Co.  that  you  have  described  available  for 
that  service? 

An.swer.  Yes,  sir. 

Question.  Could  the  Milwaukee  Railroad,  or  any  other  railroad,  afford  to 
change  over  from  steam  to  electric  power  and  install  these  lines  and  motors  if 
they  were  dependent  upon  one  individual  source  of  power? 

Answer.  That  was  the  decision  when  the  Milwauket^  contracted  with  the 
Montana  Power  Co.,  after  they  had  already  planned  and  i)urchased  sites  which 
they  exr)ected  to  use. 
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By  Mr.  Kusseix: 

Question.  Decision  by  whom? 

Answer.  That  is  not  a  conclusion  by  me.  I  think  it  is  the  universal  opinion 
of  engineers,  that  no  railway  can  afford  to  install  its  own  plants  for  its  own 
service,  when  it  can  buy  iK)wer  from  a  large  pot  of  power ;  because  it  can  not 
maintain  the  load  factor  and  have  the  diversity  that  a  power  company  has. 

By  Mr.  Keilly: 

Question.  But  my  question  was  directed  further  than  that,  Mr.  Kerr.  Assum- 
ing that  the  Montana  Power  Co.  had  one  plant  that  developed  40,000,  50,000, 
or  100,000  horsepower ;  it  was  aw^ay  from  the  railroad  a  distance  of  100  miles, 
as  the  case  might  be.  Could  the  railroad  company  afford  to  change  over  and 
electrify  its  system,  depending  upon  one  sole  source  of  power? 

Answer.  Well,  I  would  answer  that  in  this  way :  If  I  was  the  owner  of 
a  100,000-kilowatt  plant,  and  having  the  experience  I  have  had  with  electric 
railways,  I  would  be  quite  positive  that  I  would  not  be  able  to  make  a  contract. 

Question.  In  other  words,  if  your  plants  broke  down,  or  your  lands  went 
down,  you  would  have  no  other  source  to  feed  from? 

Answer.  Yes,  sir ;  that  is  correct. 

Question.  And  under  the  present  system  you  have  the  several  plants  and 
power  houses  and  lands  that  you  referred  to,  so  that  you  assure  continuity 
of  power  by  the  combination  of  the  systems? 

Answer.  Yes,  sir. 

Question.  Now,  speaking  of  the  combination  of  the  systems,  are  there  othei 
advantages  than  the  continuity  part,  to  any  industry  that  you  might  serve — 
having  reference  to  high  and  low  water  seasons  and  different  watersheds  and 
different  sources  of  supply? 

Answer.  We  have  learned  from  experience  that  it  is  essential  and  necessary 
to  run  an  economical  business  and  to  be  able  to  get  reasonable  rates,  to  have 
an  opportunity  to  take  advantage  of  what  we  call  the  diversity. 

And  I  must  say  that  in  my  experience  of  many  years  I  am  quite  surprised 
to  learn  from  actual  experience  what  the  effect  of  that  is.  The  Montana 
Power  Co.  has  gotten  to  the  point  where  it  is  now  furnishing  300,000  horsepower, 
and  for  the  last  five  years  its  load  factor  has  been  about  80  per  cent  average 
for  the  year.  And  it  seems  now  that  it  makes  no  difference  whether  w^e  get 
10  per  cent  business,  20  per  cent  business,  or  40  per  cent  business ;  it  all  gets 
back  to  the  power  houses  and  the  load  factor  year  by  year  is  growing  higher 
and  higher,  meaning  the  more  complete  use  of  the  equipment. 

Question.  That  results  in  economies  for  the  power  company  and  ability  to 
give  lower  rates? 

Answer.  Yes,  sir. 

Question.  Has  the  Montana  Power  Co.  reduced  its  rates  in  the  last  several 
years  ? 

Answer.  The  last  important  reduction  in  rates  was  in  1923. 

Question.  1923 ;  that  was  a  reduction  to  the  public  for  all  services,  in  homes 
and  the  like? 

Answer.  At  that  time  we  did  something  that,  as  far  as  I  know,  has  not  b€«en 
done  elsewhere  in  the  United  States,  and  for  doing  it  we  were  criticized  at  the 
time  by  the  talent,  and  that  was  adopting  a  universal  rate  for  a  territory  at 
least  300  miles  square  and  requiring  2,500  miles  of  transmission  lines.  The 
situation  in  Montana  to-day  is  that  the  user  in  the  smallest  town,  the  home  in 
the  smallest  town,  is  lighted  and  supplied  with  power  at  the  same  rate  as  in 
the  largest  city. 

Question.  Have  you  had  some  development  of  rural  users  of  power? 

Answer.  The  demand  for  the  supply  of  so-called  farm  power  is  growing 
rapidly.  I  am  frank  to  say  that  so  far  as  our  organization  is  concerned,  and 
I  think  it  is  the  experience  of  a  good  many  others,  we  have  had  no  difficulty 
in  finding  a  suitable  basis  on  which  to  do  this.  I  think  at  last  this  summer  we 
have  probably  reached  with  the  Public  Service  Commission,  after  hearings 
with  all  parties  interested,  a  basis  that  seems  likely  to  promote  this  business 
and  make  it  possible  for  the  farmers  to  have  power,  at  least  in  not  too  scat- 
tered areas,  and  for  the  power  company  to  be  able  to  afford  to  serve  them. 

Question.  Have  any  other  things  deterred  the  development  of  the  distri- 
bution of  power  in  the  country  districts?  Have  you  been  limited  in  the  amount 
of  power  that  you  had  available  for  the  last  several  years? 

Answer.  No ;  I  could  not  say  that.  We  are  short  of  power  this  year — so 
desperately  short  of  power  that  I  fear  very  much  that  we  will  have  to  close 
down  some  very  large  industries  between  now  and  next  March.     There  is  no 
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one  except  the  Supreme  Being  who  knows  what  the  river  flows  may  be;  but 
if  we  are  going  to  base  it  on  experience  w^e  expect  that  we  will  have  to  shut 
down  large  industries  and  cause  a  considerable  unemployment,  for  which  we 
are  extremely  regretful,  and  while  I  do  not  want  to  use  it  in  the  way  of  a 
complaint,  it  is  just  all  of  it,  because  we  waited  for  this  thing;  we  should 
have  gone  ahead  and  built  some  plants  and  not  waited. 

Question  How^  many  horsepower  have  you  developed  since  you  filed  your 
application  with  this  commission  for  this  site  in  1921? 

Answer.  In  1920  or  1921,  when  this  application  was  initiated,  the  manage- 
ment of  the  company  felt  that  we  ought  to  take  another  step ;  and  after  a 
thorough  consideration,  and  in  view  of  the  fact  that  we  had  intimations  that 
we  could  get  electrometallurgical  business,  we  were  willing  to  take  as  large  a 
step  as  developing  the  Flathead  power,  which  at  that  time  would  have  been 
a  JK>  per  cent  increase,  as  I  remember  it.  As  I  said  before,  hard  times  came 
along  and  the  business  slackened  up,  and  I  think  I  can  be  frank  and  say  that 
our  courage  kind  of  failed.  But  it  proved  afterwards  that  our  original  judg- 
ment was  right,  and  that  we  should  have  gone  on,  as  is  evidenced  by  the  fact 
that  we  built  Mystic  Lake,  adding  15,000  horsepower;  that  w^e  built  Black 
Eagle,  adding  24,000  horsepower ;  and  we  are  rushing  to  completion  at  extra 
cost  the  building  of  the  Moroni  site,  and  our  prospects  are  that  at  the  end  of 
1930  we  will  be  out  of  power  again. 

By  Secretary  Wilbub: 

Question.  Pardon  me,  but  may  I  ask  what  you  have  in  the  way  of  stand-by? 

Answer.  None,  Mr.  Secretary.  We  have  no  steam.  We  had  steam  for  a 
time,  for  five  years  or  so,  but  it  was  so  small  that  it  was  unimportant,  and  we 
finally  abandoned  it. 

And  it  never  seemed  economical  to  build  important  steam  plants. 

Question  Where  you  have  scattered  plants  and  different  watersheds  that 
would  secure  you  a  supply  generally? 

Answer.  Yes,  sir. 

By  Mr.  Dixon  : 

Question.  Why  do  you  think  you  will  be  out  of  power  by  March?  Is  it  an 
increase  in  the  power  demand  or  due  to  water  or  cliniatic  conditions? 

Answer.  I  have  here  the  weekly  report  that  I  get,  showing  operating  con- 
ditions of  the  Montana  Power  Co.  And  here  [indicating]  is  the  last  one,  for 
October  25.     It  shows  in  complete  detail  all  of  our  operations. 

By  Mr.  Keixy: 

Question.  Will  you  have  that  marked  for  identification,  so  that  the  record 
will  show  what  you  are  talking  about? 

Mr.  BoNNEK.  That  will  be  Exhibit  No.  2 ;  you  are  going  to  leave  those  wires 
as  Exhibit  No.  1. 

This  chart  [indicating  paper]  is  Exhibit  No.  2  for  the  Rocky  Mountain 
Power  Co. 

Will  you  identify  that.  Mr.  Kelly? 

The  Witness.  It  is  a  chart  of  the  operations  of  the  Montana  Power  Co.  for 
the  year  1929,  showing  up  to  October  25. 

(The  chart  referred  to  was  received  in  evidence  and  marked  "  Exhibit  No. 
2  for  the  Rocky  Mountain  Power  Co.") 

By  Mr.  Kelly: 

Question.  Now,  explain  to  the  commission,  please,  Mr.  Kerr,  what  that 
means. 

Answer.  The  map,  in  a  good  deal  of  detail,  is  really  information  for  engi- 
neers; they  can  read  it  better  than  a  layman  can.  But  there  is  a  sort  of  a 
picture  on  it  there.  All  of  the  red  on  this  map  [indicating]  shows  the  use 
of  stored  water.  This  large  line  at  the  top  is  the  load  of  the  Montana  Power 
Co. ;  you  will  see  how  regular  it  is ;  that  is  the  average  use  of  i)ower.  Wherever 
the  red  occurs  on  the  chart,  the  stream  flow  was  less  than  enough  to  produce 
this  amount  of  power. 

This  heavy  black  curve  [indicating]  marked  "  Hebgen  "  shows  the  principal 
storage  from  which  this  extra  water  was  taken,  and  it  shows  that  the  reser- 
voir was  down  to  120,000  acnsfeet,  in  round  flgures,  in  March  and  April  ^.if 
1929;  that  It  was  filled  up  to  about  320,000  acre-feet  during  the  flood  of  1929. 
There  was  not  enough  water  this  year  to  fill  the  reservoir,  by  about  30,000 
acre-feet,  which  was  quite  a  misfortune. 
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On  this  part  of  the  chart  [indicating]  you  will  see  that  as  this  red  en- 
larges the  curve  showing  the  amount  of  storage  in  Hebgen  Reservoir  goes 
down,  until  on  October  25  the  total  storage  here  [indicating],  as  I  can  read 
it,  is  about  42,000  acre-feet,  out  of  an  original  320,000  acre-feet. 

Now,  reading  from  the  letter  which  is  attached  to  this  chart,  which  is  the 
report  of  the  operating  engineer,  he  says : 

*'  We  inclose  the  system  load  chart  brought  up  to  October  25,  which  shows 
system  capacity  155,500  kilowatts.    Decrease  from  last  week,  11,000  kilowatts." 

That  is,  the  capacity  or  the  natural  flow  of  the  river  has  decreased  11,000 
kilowatts  from  the  last  week. 

"  System  load,  179,900  kilowatts ;  increase  of  load  over  last  week,  500  kilo- 
watts ;  net  loss  from  last  week,  12,300  kilowatts ;  net  shortage,  after  deducting 
the  power  to  the  extent  of  5,000  kilowatts  which  we  are  buying  from  the  Wash- 
ington Water  Power  Co.,  is  19,200  kilowatts." 

For  which  we  have  a  very  small  amount  of  water.  Mr.  Cochrane  could 
testify  what  that  means,  but  it  is  very  small. 

So  that  it  is  very  apparent  that,  going  into  the  winter,  we  have  not  any- 
thing like  enough  power  to  carry  on. 

By  Mr.  Dixon  : 

Question.  What  are  you  going  into  this  winter,  as  against  a  year  ago — what 
kind  of  a  reserve? 

Answer.  I  have  not  any  record,  Mr.  Secretary,  except  the  beginning  of  this 
chart  starts  a  year  ago  in  January,  when  we  were  using  from  storage  10,000, 
20,000,  30,000,  or  32,000  kilowatts. 

You  see,  to  make  this  a  little  clearer,  we  delayed  and  delayed  the  building  of 
a  plant' until  last  November,  when  we  saw  that  we  could  not  get  on,  and  did 
what  we  hoped  we  would  not  have  to  do,  if  we  could  get  this  larger  develop- 
ment— began  the  construction  of  a  plant  at  Great  Falls,  under  great  pressure ; 
and  to  build  a  plant  at  that  site,  and  as  large  as  it  is,  from  the  first  shovelful 
of  dirt,  to  complete  it  in  14  months,  like  we  hoped  to  do,  is  quite  an  operation. 
There  is  more  concrete  in  that  dam  than  there  is  in  the  one  proposed  at  the 
Flathead  site. 

By  Mr.  Russell  : 

Question.  Mr.  Kerr,  is  the  letter  which  is  attached  made  a  part  of  the 
exhibit,  the  chart?    It  is  the  chart  which  is  marked. 

Answer.  I  would  be  glad  to  have  it  go  in,  but  I  would  say  that  I  am  afraid 
that  it  will  not  be  very  intelligible,  because  it  presumes  that  I  know  a  lot  of 
things. 

Secretary  Wilbur.  Will  we  have  to  use  that  sliding  rule?     [Laughter.] 

Mr.  Russell.  Well,  the  letter  is  attached  to  the  chart. 

Mr.  Kelly.  The  letter  will  probably  explain  it  somewhat. 

The  Witness.  Yes. 

Mr.  Kelly.  Well,  it  will  be  put  in  with  the  chart. 

The  Witness.  Now,  as  to  the  situation  for  the  future:  We  have  been  par- 
ticularly fortunate  here  from  the  fact  that  the  zinc  business  has  not  been  as 
good ;  the  market  for  zinc  has  not  been  good.  And  the  Anaconda  has  not  been 
able  to  produce  the  zinc  that  they  ordinarily  would  produce  at  their  plants, 
and  this  has  saved  us  about  15,000  kilowatts. 

So  that  we  are  faced,  when  we  get  this  new  site  ready  in  January,  with 
supplying  15,000  kilowatts  more  for  zinc  at  any  time  which  we  are  under  con- 
tract to  supply;  and  the  20,000  kilowatts  that  we  have  got  here  [indicating 
chart]  as  a  shortage — which  means  that  that  plant  is  absorbed  as  quick  as  it 
is  done,  and  we  are  "  out  of  soap,"  and  we  have  got  to  do  something  else  and 
we  have  got  to  do  it  quick. 

The  natural  growth  of  our  system  ought  to — without  any  extra  or  unantici- 
pated things — accumulate  at  least  50,000  horsepower  for  the  Flathead  plant 
before  it  can  be  built,  and  unless  we  have  good  water  years  we  are  going  tp 
have  tough  sledding. 

By  Mr.  Dixon  : 

Question.  How  long  would  it  take  you  to  build  Flathead  Dam? 

Answer.  I  think,  Mr.  Secretary,  that  that  depends  in  an  important  way  on 
what  time  of  year  you  begin. 

Question.  Low  water  or  high  water? 

Answer.  I  do  not  know  what  the  other  engineers  think  about  it,  but  our 
engineers  feel  that  one  flood  will  have  to  be  taken  over  the  dam ;  if  the  plant 
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is  to  be  built  in  the  next  three  years,  the  work  should  start  by  January  1  of 
next  year. 

By  Secretary  Wilbur: 

Question.  Do  you  mean  the  work  on  the  blue  prints,  and  so  on? 

Answer.  No ;  the  actual  work. 

Question.  The  actual  work? 

Answer.  Yes,  sir.  So  far  as  the  power  company  is  concerned — so  far  as  the 
Rocky  Mountain  Power  Co.  and  the  Montana  Power  Co.  are  concerned,  if  we 
had  a  permit  handed  us  now,  I  could  have  the  tunnel  crews  at  work  as  quick 
as  possible  for  them  to  go  in  the  ground — and  that  is  what  I  expect  to  do. 

By  Mr.  Kelly  : 

Question.  Now,  your  power  capacity  since  1921  has  been  increased  how  many 
horsepower?    Let  us  get  that  definitely  in  the  record. 

Answer.  More  than  100,000  horsepower. 

Question.  More  than  100,000  horsepower  since  1921,  and  you  are  as  short  or 
shorter  of  power  now  than  you  were  then? 

Answer.  Yes,  sir. 

Question.  And  has  most  of  that  been  general,  normal  growth,  or  has  it  been 
due  to  new  industries  coming  upon  or  connecting  with  your  system? 

Answer.  Well,  I  do  not  know  how  you  would  divide  that.  We  have  got 
about  30,000  horsepower  out  of  that  in  the  zinc  plants. 

Question.  Well,  that  is  an  enlargement  on  the  zinc  business,  rather  than  a 
new  business? 

Answer.  Yes,  sir ;  it  is  an  enlargement  of  the  zinc  business.  The  rest  of  it 
came  from  every  character  of  business. 

Question.  Up  until  a  couple  of  years  ago  you  were  supplying  that  power  to 
one  electrolytic  zinc  plant  at  Great  Falls,  and  to-day  you  have  the  Great  Falls 
plant  and  another  one  at  Anaconda? 

Answer.     Yes,  sir. 

Question.  Owned  by  the  same  company? 

Answer.  Yes,  sir. 

Question.  Now,  then,  the  balance  of  the  growth  of  the  power  business  in 
Montana  has  been  just  normal  growth  of  the  business  which  you  had? 

Answer.  Yes,  sir. 

Question.  And  have  you  any  reason  to  anticipate  that  the  power  business  in 
Montana  will  not  continue  to  grow  on  that  same  basis,  or  approximately  so? 

Answer.  My  best  judgment  is  that  it  will  grow  more  rapidly  than  it  has  in 
the  past.  Montana  had  a  serious  depression,  and  it  has  gotten  out  of  it ;  and  it 
looks  like  anybody  who  is  undertaking  to  supply  the  market  in  Montana,  as 
the  Montana  Power  Co.  is,  is  charged  with  the  responsibility  of  getting  a  con- 
siderable amount  of  power  soon. 

Question.  In  order  to  keep  faith  to  take  care  of  the  customers  which  you 
have,  using  around  300,000  horsepower  now,  how  much  extra  or  stand-by  horse- 
power should  you  have  developed — in  order,  as  a  business  proposition,  to  feel 
sure  that  you  were  properly  serving  the  district? 

Answer.  It  would  not  be  unreasonable  for  a  power  company  of  our  size  to 
have  anywhere  from  25,000  to  50,000  horsepow^er  on  the  shelf. 

Question.  That  would  be  considered  a  safe  margin? 

Answer.  It  is  necessary  to  carry  on  a  business  of  this  kind  to  begin  the 
development  of  new  power  liefore  the  old  power  is  exhausted.  That  is  self- 
evident,  because  it  always  takes  time  to  build  a  new  plant;  you  can  not  wait 
until  your  power  is  exhausted  to  build  another  one. 

Question.  Now%  if  you  were  permitted  to  develop  this  Flathead  site,  could 
it  be  readily  connected  up  with  your  present  customers  and  your  present  system, 
so  that  it  might  be  used  interchangeably  throughout  the  area  that  you  serve? 

Answer.  It  could  l)e,  and  would  be.  We  have  chosen  the  Flathesul  site  l>e- 
cause  we  believe  that,  irrespective  of  names  of  imtsous — whether  this  was  the 
Government,  the  State  of  Montana,  or  any  individual,  or  wh(>ever  it  might  i>e — 
that  he  was  carrying  out  the  program  of  furnishing  to  the  State  of  Montana  tlie 
power  that  it  requires  generally  for  its  benefit — this  is  the  next  logical  phuit  to 
add  to  this  system  to  round  out  the  system. 

It  is  not  the  only  thing  that  could  be  added ;  but  it  is  the  next  logical  one  to 
be  added  to  the  present  system. 
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By  Secretary  Wilbur: 

Question.  Is  it  the  most  economical  one  to  add? 

Answer.  I  think  so,  Mr.  Secretary.  The  first  cost  of  the  plant  is  low  and  it 
has  a  little  disadvantagje  in  transmission.  But  that  is  pretty  much  the  case 
with  what  power  is  left,  although  there  is  a  large  amount  of  power  left.  I 
have  listened  to  these  discussions,  and  I  have  just  thought  to  myself — I  have 
heard  a  hundred  conversations  like  that ;  I  would  almost  say  a  thousand — and 
they  have  discussed  and  discussed  the  getting  of  a  market.  It  is  talked  of 
every  day — and  it  is  talked  of  all  the  time — "Whom  can  you  get?"  And  we 
have  always  had  the  benefit  of  this  tremendous  Anaconda  organization,  who 
have  undoubtedly  the  finest  research  depiirtment  there  is  in  the  world,  I  think 
it  is  commonly  admitted  that  nobody  has  a  metallurgical  research  department 
or  a  chemical  research  department  that  excels  theirs. 

And  we  have  always  been  kind  of  "  trading  along  "  with  each  other,  to  find 
out  "What  can  we  do  to  build  up  something?"  And  I  have  heard  these  dis- 
cussions of  everything  that  has  been  talked  of  here  for  years.  And  we  have 
developed  every  one  of  them  that  we  thought  we  could  make  pay.  And  I  am 
not  willing  to  admit  that  the  Montana  Power  Co.  can  not  develop  power  and 
sell  it  as  cheap  as  anybody  else ;  there  is  not  any  reason  in  the  world  why  we 
should  not. 

There  has  been  a  great  deal  of  talk  about  capitalization,  and  that  we  are  in 
an  unfavorable  position  because  of  capitalization.  But  I  invite  anybody  to 
look  at  our  record,  and  look  at  our  books,  and  find  out,  if  they  please,  whether 
or  not  the  Montana  Power  Co.  rates  are  not  the  lowest,  under  the  circumstances, 
of  anybody's.  Our  rate  to  the  people  of  Montana  is  not  excelled  in  cheapness 
by  anybody. 

By  Mr.  Dixon  : 

Question.  How"  do  your  rates  compare  with  the  Byllesby  plant  rates  out 
there? 

Answer.  They  are  the  same. 

Question.  They  are  the  same? 

Answer.  We  have  a  household  rate  that  reads,  as  somebody  said  in  the  room 
here,  at  8  cents  per  kilowatt-hour ;  8  cents  for  the  first  25,  4  cents  for  the 
next  25,  3  cents  for  the  next  75,  and  2  cents  for  the  rest. 

By  Mr.  Russell  : 
Question.  Is  that  your  present  household  rate  in  Montana? 
By  Secretary  Wilbur: 
.  Question.  Is  there  any  way  to  go  backward  on  that?     [Laughter.] 
Answer.  I  did  not  quite  understand  that. 

Question.  I  merely  thought  the  consumer  might  want  to  make  the  rate  run 
backward  and  start  with  the  2  cents.     [Laughter.] 

By  Mr.  Russell: 

Question.  I  understood  when  I  left  Missoula  that  the  rate  was  about  6^4: 
cents? 

Answer.  You  were  not  dealing  with  the  Montana  Power  Co. 

Question.  Then  you  have  raised  the  rates  since  I  was  there? 

Answer.  You  had  what  we  call  a  room  rate.  Y^ou  paid  a  flat  charge  for 
rooms,  and  then  6  cents.  There  has  been  no  more  confusion  created  on  any- 
thing that  ever  happened  in  America  than  by  people  trying  to  take  electricity 
rates  under  different  circumstances  and  compare  them.  I  had  an  occasion  or 
instance  of  that  kind  to-day.  Somebody  said  to  me,  "  We  have  a  7-cent  rate 
here  in  Washington  " ;  and  he  said,  "  You  fellows  charge  8  cents  out  there." 

And  I  said,  "Yes;  but  for  how  much?"  And  I  found  out  that  he  had  a 
7-cent  rate  for  40  kilowatts ;  he  had  to  use  40  kilowatts  at  7  cents  before  he  got 
any  other  step.  Now.  40  kilowatts  here  cost  $2.80;  40  kilowatts  in  Mcmtana 
cost  $2  for  the  first  25  and  60  cents  for  the  next  15.  And  on  the  face  of  it, 
we  are  charging  an  8-cent  rate  there  and  here  they  are  charging  a  7-cent  rate. 
That  is  all  the  comparison  you  can  get. 

By  Secretary  Wilbur: 
Question.  But  you  feel,  then,  Mr.  Kerr,  that  the  development  at  the  Flat- 
head site,  considering  the  consumers  in  Montana,  would  be  the  most  logical  and 
the  most  economical,  all  things  considered? 
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Answer.  I  believe  this,  Mr.  Secretary :  Tliat  tlie  Montana  Power  Co.  is  more 
or  less  an  agent  for  the  people  of  Montana ;  that  they  have  allowed  us  to  grow 
there,  and  they  have  regulated  us,  and  they  are  satisfied  with  us,  apparently ; 
and  that  it  is  our  duty  to  accumulate  power  and  sell  it  at  the  lowest  possible 
rates.  And  we  are  in  the  situation  to-day  of  coming  before  this  commission, 
the  same  as  any  other  industry  might  do — we  are  seeking  another  site.  We 
have  looked  around  to  see  where  there  is  a  choice  site,  the  same  as  any  other 
manufacturer  might  do ;  and  we  hunt  up  the  owner  of  that  site,  and  we  go  to 
him  and  say,  "How  much  can  we  buy  this  site  for?"  And  lie  says.  "You  can 
not  buy  it." 

And  then  we  say,  "  How  much  can  we  rent  it  for?  " 

And  then  we  are  through. 

Now,  we  have  been  compelled  for  a  long  time,  while  we  were  talking  about 
this  thing,  to  put  in  what  might  be  called  a  bid.  But  I  have  never  felt,  as 
manager,  or  the  fellow  who  is  responsible  for  trying  to  conduct  this  negotiation, 
that  it  was  necessary  at  all.  or  that  it  was  pertinent  at  all. 

The  thing  that  we  must  know  is  whether  or  not  we  can  get  it,  and  at  what 
price  we  can  get  it — ^just  the  same  as  anybody  else  who  wants  to  lease  any  other 
property. 

Now,  I  want  to  say  one  more  word  about  that :  I  can  not  understand  how 
anybody  can  be  asking,  "How  much  can  we  get  out  of  this  thing?"  This  is 
public  property — and  it  all  seems  to  be  based  on  the  idea  that  it  is  for  the 
individual  use  of  the  Montana  Power  Co.  As  a  technical  thing,  is  it  not  per- 
fectly evident  that  we  would  be  in  a  position  to  say  to  this  man,  "  We  do  not 
care  what  price  you  charge  for  this?  "  We  have  not  got  a  dollar  in  our  pocket 
that  we  did  not  get  from  the  people.  And  the  people  have  a  body  to  regulate 
us  and  see  that  we  do  not  earn  any  more  than  is  coming  to  us. 

Now,  if  you  look  into  the  proposition  of  the  Montana  Power  Co.'s  capitaliza- 
tion you  will  find  that  the  bookkeepers  have  written  up  a  lot  of  stuff  at  the  top 
of  the  page— that  I  as  manager,  will  confess  I  do  not  know  much  about  it. 

But  here  is  the  fact  as  to  the  State  of  Montana:  It  is  a  well-known  fact, 
known  by  all  kinds  of  operators ;  it  is  a  well-known  gage  point  in  the  business — 
that  nobody  can  operate  an  electric  industry  of  any  kind  unless  he  can  earn 
20  per  cent  of  the  gross  investment  in  gross  money  each  year. 

Now,  those  gage  points  come  about  from  years  of  experience.  The  Montana 
Power  Co.  has  earned  in  the  last  five  years  an  average  of  $9,000,000  a  year 
gross.  And  on  the  20  per  cent  basis  it  shows  that  our  gross  income  has  been 
equal  to  a  $45,000,000  investment.  And  yet  at  the  top  of  our  page  there  is 
$100,000,000.  And  some  people  look  at  it  and  say,  "You  have  got  this  plant 
and  you  are  earning  money  on  $100,000,000  in  this  plant."  And  it  is  not  so 
at  all.  So  far  as  the  rates  are  concerned  in  Montana,  I  do  not  care  who  investi- 
gates them,  there  is  not  anybody  that  can  make  a  valuation  of  our  plant 
and  not  be  obliged,  if  he  is  going  to  give  us  a  fair  return,  to  raise  the  rates  in 
Montana. 

By  Mr.  Russell: 

Question.  Do  you  mean  a  fair  return  on  your  investment? 
Answer.  Yes,  sir. 

By  Mr.  Kelly: 

Question.  Now,  then,  with  reference  to  this  site  and  its  advantages  as  com- 
pared with  other  sites  that  might  be  available,  is  it  important  that  this  site 
Is  on  a  different  watershed  than  the  Missouri  River  watershed,  and  therefore 
might  not  suffer  the  same  depressions  or  inflations  of  flow  in  the  same  year? 

Answer.  It  certainly  is.  It  is  an  advantage.  There  are  so  many  kilowatt- 
hours  in  this  plant,  and  that  is  all  there  is,  and  that  is  what  the  Lord  put 
in  the  river,  and  it  will  come  out  through  one  set  of  machines  just  as  well 
as  to  another  set  of  machines ;  there  can  not  be  any  controversy  about  that. 

Now,  you  take  an  industry  like  we  have  been  talking  about  here  and  like 
has  been  before  this  commission.  And  I  want  to  say  this,  that  it  is  not  neces- 
sary to  take  a  choice  site  like  this  for  this  kind  of  an  industry.  This  power 
plant  Is  located  nearer  to  the  people  than  any  number  of  others.  But  if  any 
industry  will  come  along  that  wants  power  and  will  engage  in  the  business 
I  will  guarantee  that  the  Montana  Power  Co.  will  build  him  nine  plants  on  the 
-Missouri  River  below  Great  Falls.  But  they  are  too  far  away  from  the 
present  market.  But  they  are  not  too  far  away  from  an  Isolated  market:  and 
I  know  and  Mr.  Secretary  Dixon  here  knows  that  less  than  100  miles  on  the 
Clark  River  from  this  point  four  plants  could  be  built,  right  alongside  the 
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Northern  Pacific  Railway,  that  are  too  far  away  for  the  population,  for  the 
kind  of  business  we  are  running,  and  could  just  as  well  be  sacrificed  in  the 
kind  of  business  which  has  been  proposed  here. 

Secretary  Wilbur.  We  would  like  to  close  for  the  day  in  five  minutes,  if  we 
can.  We  are  not  going  to  ask  you  to  close,  Mr.  Kelly;  but  we  want  to  ask 
if  you  can  not  in  that  time  round  up  any  questions  that  you  want  to  ask  on 
this  point? 

By  Mr.  Kelly  : 

Question.  It  was  suggested  to-day  in  connection  with  the  testimony  of  Mr. 
Wheeler  that  the  secondary  power  of  the  Flathead  site  would  run  up  until 
the  1st  of  September ;  that  is  to  say,  you  would  have  additional  water  there, 
and  unless  you  sold  secondary  power  it  would  run  to  waste.  If  this  plant 
was  connected  with  the  Montana  power  system,  that  water  could  be  used  and 
diverted  onto  the  system  and  the  Hebgen  storage,  and  the  storage  system  gen- 
erally of  the  Montana  Power  Co.  could  be  saved,  which  you  used  this  year 
during  July  and  August.    Would  not  that  be  true? 

Answer.  The  situation  is  this:  If  there  is  secondary  water,  and  there  prob- 
ably is  some  at  the  Flathead  site,  we  have  reservoirs  on  the  Missouri  River 
system  that  take  a  good  portion  of  the  storage;  they  do  not  take  it  all.  The 
rivers  are  down  a  little  earlier  on  the  east  side  than  they  are  on  the  west  side, 
and  I  would  say  they  are  30  or  40  days  earlier ;  that  is,  the  peak  of  the  flood  is 
40,  or  it  may  be  45  days  earlier  on  the  east  side  than  it  is  on  the  west  side. 

By  Mr.  Dixon  : 

Question.  I  supposed  that  the  west  side  would  be  later. 

Answer.  That  is  just  what  I  am  saying. 

Question,  Oh;  I  did  not  understand  you. 

Answer.  Therefore  we  can  take  the  secondary  power  on  the  west  side  and 
retain  our  water  in  storage  on  the  east  side  and  make  it  a  little  more  effective 
than  it  would  be  otherwise. 

By  Mr.  Russell; 

Question.  So  that  the  record  may  be  clear,  when  you  speak  of  the  east  side 
and  the  west  side  you  are  referring  to  the  Continental  Divide,  the  east  and 
west  side  of  the  Continental  Divide? 

Answer,  Yes,  sir ;  the  east  and  west  side  of  the  Continental  Divide. 

By  Mr.  Scattergood  : 

Question.  Can  you  express  that  in  percentages? 

Answer.  I  do  not  think  I  would  be  competent  to  express  it  offhand ;  but  I 
think  a  safe  guess  on  it  would  be  a  few  per  cent. 

I  want  to  add  to  that  statement :  There  is  not  any  possibility,  if  the  Montana 
Power  Co,  builds  this  site,  that  we  will  not  use  every  single  kilowatt-hour  that 
there  is  in  it.  That  is  what  we  are  in  business  for,  and  that  is  the  way  we 
get  along.  We  are  not  going  to  waste  this  power  on  load  factor  or  anything  of 
the  kind.    There  is  not  any  such  thing. 

By  Mr.  Dixon; 

Question.  How  long  do  you  think  it  would  take  you  to  develop  the  four  or 
five  sites  on  the  Flathead? 

Answer.  I  am  very  questionable  whether  these  five  sites  ever  can  be  devel- 
oped, I  have  heard  testimony  here  to-day — I  do  not  know  whether  it  is  within 
my  province  to  criticize  anybody  or  not;  but  when  anybody  suggests  that 
14-foot  sites,  or  40-foot  sites,  or  small  sites  like  that,  can  be  built  at  the  same 
rates  that  a  large  horsepower  plant  can  be  it  is  obviously  not  the  fact.  And 
my  judgment  is  that  these  sites  are  very  unlikely  to  be  developed. 

Question.  What  is  the  second  site  down  the  river?    What  is  the  fall  there? 

Answer.  Buffalo  Ferry?     I  do  not  know. 

Now,  there  was  something  that  I  have  not  covered  that  I  wanted  to  get  in 
the  record. 

Secretary  Wilbur.  If  you  will  cover  that,  then  we  will  adjourn  for  the  day. 

The  Witness,  It  has  been  read  into  the  record  here  that  the  Montana  Power 
Co.  has  surplus  sites.  And  while  I  have  not  got  that  list,  I  think  I  remember 
them  all,  because  I  know  what  our  surplus  sites  are.  I  want  to  make  an  ex- 
planation of  that: 

We  have  a  so-called  site  at  Great  Falls  that  can  be  developed,  and  it  is  in 
the  neighborhood  of  35,000  horsepower,  I  believe.  But  we  were  forced  to 
develop  a  plant  at  Great  Falls  that  I  have  told  you  about,  that  oversupplies 
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the  market  at  Great  Falls;  it  is  more  than  the  market  at  Great  Falls,  or  in 
that  district,  needs  and  forces  transmission.  And  the  Montana  Power  Co.  can 
not  produce  power  cheaply  if  it  is  going  to  be  forced  to  send  it  to  some  place. 
And  we  do  not  want  to  build  another  plant  at  Great  Falls.  It  is  not  a  case  of 
sitting  on  it. 

Of  course,  we  would  like  to  own  it ;  but  it  is  not  a  case  of  sitting  on  it ; 
it  is  not  good  business,  if  we  are  not  compelled  to  build  a  plant  at  Great  Falls. 

Then  it  was  said  that  we  had  a  site  at  Canyon  Ferry,  which  is  listed  in  our 
list.  We  have.  Canyon  Ferry,  as  I  told  you,  is  operating  to-day,  just  as  it 
was  30  years  ago.  We  could  not  shut  it  down  now  if  we  wanted  to,  because 
we  have  got  to  have  every  kilowatt  we  can  get ;  and  we  can  not  rebuild  that 
plant  or  build  another  one. 

They  also  talk  about  Snake  River  site.  We  have  a  site  at  Snake  River  that 
I  would  like  to  dispose  of  very  cheap.  It  is  a  very  beautiful  site,  absolutely  in 
the  middle  of  the  wilderness.  We  have  sought  the  kind  of  business  that  has 
been  talked  about  here  time  after  time,  and  had  it  investigated,  and  have  never 
been  able  to  get  it ;  and  I  am  perfectly  willing  to  dispose  of  it,  and  we  will  dis- 
pose of  it  very  reasonably. 

Secretary  Wilbur.  Perhaps  Mr.  Wheeler  might  make  a  trade  with  you. 
[Laughter.] 

The  Witness.  Now,  if  there  was  another  site,  I  do  not  remember — oh,  there 
is  the  Fish  Creek  site.  The  Fish  Creek  site  is  in  the  same  category  as  the  lower 
sites  at  Poison ;  it  has  got  too  small  a  head ;  it  has  too  small  a  capacity.  The 
cost  of  operating  an  80,000  horsepower  plant  at  Great  Falls,  on  the  Missouri,  i& 
a  very  little  bit  more  than  operating  the  Fish  Creek  plant  on  the  Missoula 
River. 

By  Mr.  Dixon  : 

Question.  What  is  the  capacity  of  the  Fish  Creek  site? 

Answer.  About  15.  It  is  too  small.  This  is  the  sort  of  thing  people  do  not 
seem  to  recognize.  We  are  not  going  to  build  many  more  of  these  water  powers 
if  the  steam  people  make  the  progress  that  they  indicate.  Steam  plants  are 
where  you  build  them ;  water-power  plants  are  where  you  find  them.  And  they 
are  getting  so  close  to  us  in  prices  that  I  do  not  know  how  long  we  are  going  to 
last.     I  think  the  situation  is  genuinely  serious. 

Now,  I  do  not  mean  to  say  that  our  business  will  be  a  failure.  But  I  do 
mean  to  say  that,  when  you  can  go  down  to  eastern  Montana  and  dig  24  or  30 
feet  of  coal  with  steam  shovels  and  put  it  on  the  cars  at  less  than  70  cents  a 
ton,  it  is  some  competition  that  modern  steam  plants  have — and  we  have  2,500 
square  miles  of  that  coal. 

Mr.  Dixon.  I  believe  the  Northern  Pacific  Railroad  loads  it  on  the  car  at  60 
cents  a  ton. 

The  Witness.  And  they  buy  electric  power  to  load  it  with. 

Mr.  Dixon.  From  the  Montana  Power  Co.     [Laughter.] 

Secretary  Wilbub.  If  agreeable,  we  will  meet  at  9.30  o'clock  in  the  morning. 

(Thereupon,  at  5.30  o'clock  p.  m.,  the  hearing  was  adjourned  until  Thursday,. 
October  31,  at  9.30  o'clock  a.  m.) 

Washington,  D.  C,  October  ,iJ,  J!),i9. 

The  hearing  of  the  Federal  Power  Commission  ujwn  the  applications  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler,  to  develop  power  on  Flat- 
head Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  office  of  the  Secretary 
of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present:  Hon.  Joseph  M.  Dixon,  Assistant  Secretary  (»f  the  Interior;  Mr. 
F.  E.  Bonner,  executive  secretary  Federal  Power  Commission ;  Northcutt  Ely, 
Esq.,  executive  assistant  to  the  Secretary  of  the  Interior. 

The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present:  Colonel  Tyler,  chief  engineer;  Mr.  J.  F.  Lawsou,  assistant  chief 
counsel;  Mr.  Charles  A.  Russell,  solicitor;  Maj.  F.  K.  Newcomer,  assistant 
engineer;  Mr.  F.  H.  Henshaw,  senior  engineer;  Mr.  William  V.  King,  chief 
accountant. 

Also  present:  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs;  John  R.  K.  Rf^eves,  Esq.,  attorney  for  the  Indian  Bureau;  B.  E.  Jones, 
Esq.,  United  States  Geological  Survey ;  Nelson  A.  Mason,  clerk  Senate  Com- 
mittee on  Indian  Affairs;  S.  J.  Flickinger,  Esq.,  Office  of  Indian  Affairs. 

Appearances:  As  heretofore  noted. 

Mr.  Dixon.  Mr.  Kelly,  were  you  through  with  the  direct  testimony  of  Mr. 
KerrV 

Mr.  Kelly.  No ;  he  has  one  or  two  other  matters. 
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I  desire  to  have  for  the  record  the  resolution  of  the  board  of  directors  of  the 
Montana  Power  Co.  and  the  guaranty  of  the  company.  It  is  in  the  files  here, 
but  I  want  to  make  it  part  of  the  record. 

Mr.  DixoN.  It  will  be  produced  and  made  a  part  of  the  record.  It  is  so 
ordered. 

Mr.  Kelly.  It  was  filed  on  the  8th  of  May,  I  think,  1928.  If  I  could  have 
that,  I  will  put  it  in  the  record  now. 

Mr.  Forbes.  Mr.  Kelly,  I  would  rather  wait  until  my  client  gets  in  the  room. 
I  am  sure  he  will  be  here  in  a  few  minutes. 

Mr.  Kelly.  I  present  from  the  record  in  connection  with  the  application  of 
the  Rocky  Mountain  Power  Co.,  guaranty  of  the  Montana  Power  Co.,  dated 
May  23,  1928,  guaranteeing  the  performance  by  the  Rocky  Mountain  Power  Co. 
of  any  and  all  obligations  and  agreements  on  the  part  of  said  Rocky  Mountain 
Power  Co.  in  any  license  agreement  which  may  be  made  with  this  commission 
in  connection  with  the  development  of  the  Flathead  sites ;  to  which  agreement 
is  attached  a  certified  copy  of  the  resolution  of  the  board  of  directors  of  the 
Montana  Power  Co.  authorizing  the  oflicers  of  the  Montana  Power  Co.  to  enter 
into  this  obligation  of  guaranty. 

Mr.  Ely.  What  is  the  date  of  the  guaranty? 

Mr.  Kelly.  Dated  May  23,  1928,  and  marked  "Received  in  this  department 
May  24,  1928." 

Mr.  Dixon.  You  want  to  segregate  that  from  the  file? 

Mr.  Kelly.  I  think  it  is  not  necessary.  It  may  be  made  part  of  the  record 
by  reference. 

Mr.  Bonner.  We  would  rather  not  separate  it. 

Mr.  Dixon.  Very  well. 

Mr.  Kelly.  If  it  is  desirable,  we  can  furnish  a  copy  of  this  file  to  become 
part  of  this  hearing. 

Whereupon, 

F.  M.  Kerr,  the  witness  on  the  stand  at  the  time  of  adjournment,  resumed  the 
stand  for  further  examination,  and  testified  as  follows : 

Direct  examination  (resumed)   by  Mr.  Kelly: 

Question.  Mr.  Kerr,  have  you  a  financial  statement,  an  annual  statement  of 
the  Montana  Power  Co.? 

Answer.  The  last  annual  statement  of  the  Montana  Power  Co.  was  placed 
in  the  exhibits  here  at  the  beginning  of  this  hearing.  I  think  it  is-  No.  1  of  Mr. 
Wheeler's  exhibits. 

Question.  I  ask  you  to  examine  that  statement,  being  Wheeler  Exhibit  No.  1, 
and  tell  the  commission  whether  or  not  on  this  statement  and  from  your  knowl- 
edge as  vice  president  and  general  manager  of  the  Montana  Power  Co.,  it  is 
amply  able  financially  to  carry  out  its  guaranty  on  behalf  of  the  Rocky  Moun- 
tain Power  Co.  in  connection  with  the  construction  of  the  Flathead  project 
[handing  a  paper  to  the  witness]  ? 

Mr.  Forbes.  We  will  admit  that,  Mr.  Kelly. 

Mr.  Kelly,  You  will  admit  that? 

Mr.  Forbes.  Yes. 

Mr.  Kelly.  Then  I  take  it,  that  being  true,  that  the  financial  ability  of  the 
applicant,  the  Rocky  Mountain  Power  Co.,  is  admitted,  so  we  need  waste  no 
further  time  on  that. 

Mr,  Forbes.  I  admit  only  the  financial  ability  of  the  Montana  Power  Co,  to 
develop  any  site  in  Montana. 

Mr.  Kelly.  But  the  Rocky  Mountain  Power  Co.'s  application  and  its  perform- 
ance is  guaranteed  by  the  Montana  Power  Co,  Now,  then,  if  the  financial  ability 
of  the  Montana  Power  Co.  to  carry  out  that  agreement  is  admitted,  I  take  it  we 
need  waste  no  further  time  of  the  commission  as  to  the  financial  responsibility 
of  the  applicant,  because  it  is  guaranteed  by  one  who  is  admitted  to  be  finan- 
cially responsible.    Is  that  not  correct,  Mr.  Forbes? 

Mr.  Forbes.  It  is  your  case  to  prove,  not  mine. 

Mr.  Kelly.  Very  well,  then,  we  will  proceed.  The  financial  responsibility  of 
the  Montana  Power  Co.,  however,  is  admitted  for  the  record. 

Mr.  Forbes.  Yes. 

Mr.  Grorud.  How  can  one  applicant  admit  the  financial  responsibility  of  the 
other  applicant?    I  thought  that  was  a  matter  for  the  commission  to  decide. 
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Mr.  Forbes.  The  Montana  Power  Co.  is  not  the  applicant.  I  have  said  noth- 
ing whatever  about  the  applicant.  I  think  everyone  knows  that  the  Montana 
Power  Co.  is 

Mr.  Dixon,  (interposing).  Is  solvent. 

Mr.  Forbes.  Very  solvent,  so  far  as  I  am  able  to  judge. 

Mr.  Keuly.  Does  counsel  for  the  Indians  question  the  financial  responsibility 
of  the  Montana  Power  Co.? 

Mr.  Grorud.  No;  indeed  not. 

By  Mr.  Kelly  : 

Question.  Now,  Mr.  Kerr,  on  yesterday  something  was  said  in  connection  with 
the  sites  Nos.  2,  3,  4,  and  5.  What  are  the  heads  of  those  sites,  if  you  have 
them? 

Answer.  I  have  a  memorandum  here  which  I  have  checked  with  the  record, 
and  I  find  that  site  No.  2  has  51  head  feet ;  No.  3,  26  feet  head ;  No.  4,  88  feet 
head;  No.  5,  17  feet  head.  My  understanding  is  that  these  are  the  figures  set 
by  the  Geological  Survey  in  their  reconnaissance  of  these  sites. 

Question.  Has  your  company  made  any  detailed  survey  of  these  sites? 

Answer.  No,  sir. 

Question.  If  these  sites  may,  or  any  of  them,  or  all  of  them,  may  be  eco- 
nomically developed,  can  your  company  do  that  as  well  as  anybody  else  ? 

Answer.  I  think  so. 

Question.  And  will  our  company  do  it  as  fast  as  it  may  be  economically  done, 
if  permission  be  granted  by  the  Power  Commission  to  do  so? 

Answer.  As  fast  as  the  market  will  take  it,  and  it  can  be  economically  done. 
I  think  I  would  like  to  make  a  little  statement  for  the  record  here,  of  history 
in  connection  with  this  matter. 

As  most  of  us  here  know,  the  matter  of  the  development  of  all  of  these  sites 
has  been  under  discussion  for  about  three  and  a  half  years.  Personally,  I  have 
had  a  good  many  meetings  with  the  representatives  of  the  Indian  Department 
and  discussions  have  been  had  with  respect  to  the  smaller  sites.  The  under- 
standing, as  far  as  I  know,  has  always  been  that  whoever  secured  a  licence 
for  the  larger  site  would  be  expected — I  am  sure  I  don't  know  just  exactly  how 
to  state  it — but  would  be  expected  to  incorporate  with  that  in  some  way  the 
lower  site.  At  one  time  I  was  asked  as  manager  of  the  Montana  Power  Co.  if 
the  power  company  would  agree  to  develop  these  sites,  and  I  said,  "Yes;  as 
soon  as  they  were  economically  warranted."  The  conclusion  of  these  discus- 
sions was,  so  far  as  those  persons  who  were  discussing  them  were  reponsible 
and  able  to  say  for  themselves,  that  in  their  judgment  whoever  had  the  primary 
site,  if  you  might  call  it  that,  which  created  the  storage,  ought  to  have  priority 
on  the  lower  sites  and  ought  to  have  some  responsibility  in  their  development; 
and,  as  far  as  the  Montana  Power  Co.  is  concerned,  or  the  Rocky  Mountain 
Power  Co.,  the  understanding  was  this:  That  if  it  should  be  the  successful 
applicant  for  the  larger  and  other  sites,  it  would  agree  to  develop  the  other 
sites  as  rapidly  as  they  were  economically  warranted;  and  if,  having  been 
vested  with  priority  by  this  act,  if  there  was  a  question  arose  and  the  power 
company  for  any  reason  declined  or  doubted  the  judgment  of  developing  the 
site,  that  we  would  agree  to  relinquish  any  priority  we  had  immediately  to 
anyone  who  would  do  it. 

Mr.  Dixon.    That  is  your  present  attitude,  is  it,  in  making  this  application? 

Answer.  Yes,  sir. 

By  Mr.  Kelly: 

Question.  Did  you  have  anything  else  on  the  general  situation?  I  was  going 
to  ask  you  a  question  about  the  upper  end  of  the  lake,  Mr.  Kerr.  Have  you 
anything  else  that  you  want  to  tell  the  commission  in  connection  with  this 
proposed  project  that  you  have  not  heretofore  covered? 

Answer.  Do  I  understand  that  we  have  completed  the  matter  of  our  financial 
responsibility? 

Question.  Yes;  I  think  so.  By  the  way,  you  answered  the  question  saying 
that  you  knew  the  Montana  Power  Co.  was  financially  responsible  to  carry  out 
that  guarantee? 

Answer.  Yes,  sir. 

Question.  That  is  true,  isn't  it? 

Answer.  Yes,  sir. 

Question.  And  you  have  stated  that  in  your  judgment  the  market  which 
will  be  available  to  this  company  in  Montana  by  the  time  that  this  plant  is 
is  complete  will  take  a  large  part,  and  very  soon  thereafter  all,  of  the  power 
which  may  be  generated  from  this  site  No.  1? 
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Answer.  I  have  no  doubt  about  it  whatever.  Else  I  would  not  be  sponsoring 
the  development.  Obviously,  we  do  not  invest  money  unless  we  are  sure,  as 
sure  as  any  business  judgment  can  indicate,  that  it  will  be  effective. 

Question.  Now,  then,  have  you  anything  else  that  you  desire  to  say  in  con- 
nection with  the  financial  ability  of  the  Montana  Power  Co.  to  carry  out  this 
project  if  the  Rocky  Mountain  Power  Co.  be  given  the  license  under  it,  the 
Montana  Power  Co.'s  guaranty? 

Answer.  I  have  only  to  say  that  for  the  past  10  years  the  Montana  Power 
Co.  has  been  able  to  borrow  money  on  very  much  more  tavorable  terms  than 
we  were  able  to  do  previous  to  that  time,  and  more  favorable  tenns  than  most 
other  concerns  can  borrow,  as  evidenced  by  the  sale  of  our  bonds  at  very  high 
prices.  We  further  have  the  unusual  position,  I  might  say,  of  being  unques- 
tionably able  to  finance  any  development  we  want  to  make  in  Montana  out  of 
the  funds  that  we  can  secure  from  the  people  of  Montana,  as  has  been  evidenced 
by  the  fact  that  we  have  sold  to  the  citizens  of  Montana  more  than  $20,000,000 
worth  of  the  stocks  of  the  Montana  Power  Co.  in  the  last  few  years,  and 
within  this  year  approximately  $10,000,000  worth,  and  have  not  satisfied  the 
market  by  any  means. 

By  Mr.  Dixon  : 

Question.  They  all  sold  back  when  the  market  went  up,  didn't  they? 

Answer.  Not  by  any  means. 

Question.  I  would  like  to  ask  Mr.  Kerr  how  far  below  site  No.  1  is  site  No.  2, 
the  51-foot  drop? 

Answer.  I  haven't  that  figure,  Mr.  Dixon. 

Question.  Just  approximately.     I  would  like  to  get  that  in  my  mind. 

Mr.  Ketlly.  We  will  arrange  to  have  that  for  the  record.  Were  you  through, 
Mr.  Secretary? 

Mr.  Dixon.  Mr.  Henshaw  is  just  getting  the  data  on  that. 

Mr.  Henshaw.  It  is  a  little  over  four  miles. 

By  Mr.  Dixon  : 

Question.  And  how  far  down,  approximately,  is  site  No.  3  below  site  No.  2? 
How  far  down  the  river? 

Answer.  Mr.  Commissioner,  I  have  a  profile  here  that  shows  dam  No.  2  on 
this  is  10  miles  below  the  mouth  of  the  lake,  within  a  very  short  distance. 

Question.  And  No.  1  is  three  miles  below  the  mouth  of  the  lake,  is  it  not? 

Answer.  No.  1  on  this  profile  is  almost  exactly  5  miles. 

Mr.  Henshaw.  It  depends  on  just  where  you  call  the  outlet  of  the  lake.  It  is 
generally  considered  at  the  bridge,  but  I  guess  it  is  considered  here  farther  up 
the  stream. 

Answer  (continuing).  No.  3  is  approximately  17  miles  below  the  mouth  of  the 
lake.  No.  4  is  approximately  44  miles  below  the  mouth  of  the  lake,  and  No.  5 
is  approximately  48  miles  below  the  mouth  of  the  lake. 

Mr.  Bonner.  That  last  site,  Mr.  Kerr,  being  just  at  the  bend  of  the  river? 

Mr.  Kelly.  Yes. 

Mr.  Bonner.  The  point  at  which  it  turns  from  flowing  in  a  southerly  direc- 
tion and  flows  westerly? 

Answer.  This  shows  that  the  last  site  is  about  5  miles  above  Dixon. 

By  Mr.  Dixon  : 

Question.  The  lowest  site? 

Answer.  Yes.     It  has  18  feet  head. 

Question.  The  big  82-foot  drop — where  would  that  be  with  reference  to  the 
mouth  of  the  river? 

Answer.  On  this  proflle,  dajn  No.  4,  which  is  given  here  as  90  feet,  there  is 
Mission  Creek  on  one  side  of  it,  and  Crow  Creek  on  the  other,  about  equal  dis- 
tance, and  about  9  miles  aboxe  Dixon. 

Question.  That  is  the  90-foot  drop? 

Answer.  Yes,  sir. 

By  Mr.  Kelly: 

Question.  One  other  question,  Mr.  Kerr.  If  you  secure  the  license  to  build 
plant  No.  1.  have  you  an  engineering  organization  and  equipment  all  ready  to 
proceed  with  the  construction  of  it? 

Answer.  As  I  stated  yesterday,  we  are  ready  to  begin  immediately.  I  wish 
we  had  started  yesterday. 
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Questiou.  You  have  an  organization  that  are  nctw  engaged  in  the  construction 
of  dams,  or  a  dam? 

Answer.  We  have  about  500  men  engaged  in  construction  right  now,  with  full 
equipment  of  every  kind.  Plans  are  ready,  and  there  is  nothing  to  interfere 
with  beginning  the  work  as  quick  as  it  is  possible  to  get  machinery  on  the 
ground. 

Mr.  Dixon.  You  have  your  plans  all  drawn  for  that  dam  No.  1  already? 

Answer.  Don't  misunderstand  me  about  that,  Mr.  Secretary.  The  i)lans 
always  are  modified  to  fit  the  conditions  that  you  find.  We  have  all  the  plans 
that  are  necessary  to  immediately  begin  the  work. 

By  Mr.  Keilly: 

Question.  You  have  drilled  this  site  No.  1  with  reference  to  where  the  founda- 
tion for  your  dam  will  be,  and  the  type  that  it  will  be  necessary  to  install? 

Answer.  Yes,  sir. 

Question.  You  have  surveyed  the  contours  of  the  lake,  or  had  it  done,  so  that 
you  know  where  your  flowage  rights  would  go,  and  what  lands  you  would  have 
to  acquire  for  flowage  purposes? 

Answer.  Yes,  sir. 

Question.  Now,  then,  tell  us  what  the  situation  is,  in  your  judgment,  with 
reference  to  the  head  of  the  lake,  as  to  flowage  and  seepage? 

Answer.  Naturally,  as  the  lake  storage  in  this  case  is.  I  would  say,  prac- 
tically three-quarters  of  the  development — and  I  base  that  on  this  idea  :  Thiit 
without  any  storage  this  would  l)e  a  1,500  second-foot  river :  with  storage  it 
will  be  something  like  5,400  to  6.000  second-foot  river,  therefore  the  lake  is  the 
most  important  thing  in  connection  with  this  site,  in  my  judgment.  That  being 
the  case,  a  great  deal  of  thought  and  a  great  deal  of  study  has  naturally  been 
applied  to  this  subject.  We  have  been  at  it  more  or  less  since  the  beginnin;; 
of  our  preliminary  application  in  1921,  and  very  actively  in  the  last  three  and 
a  half  years.  This  study  has  consisted  of  many  observations  by  numerous 
members  of  our  concern;  it  has  caused  us  to  have  these  men  make  boat  trips 
around  the  lake  at  various  stages  of  water  to  observe  carefully  the  exact  con- 
ditions that  we  expect  to  prevail,  just  w^hat  the  situation  is:  Jind  I  can  sny 
that  I  think  it  goes  without  saying  that  the  power  company  that  develops  this 
site  is  nearly  as  vitally  interested  in  what  happens,  due  to  the  development,  as 
the  owners  of  the  property  are.  It  is  perfectly  obvious  that  no  one  wants  to 
buy  or  pay  for  any  damage  that  can  possibly  be  avoided,  and  the  result  <>f 
these  things  that  I  have  described  has  indicated  to  us  as  business  men  and 
as  engineers  that  the  elevation  2.893  is  the  logical  development  in  the  interest 
of  everyone  that  may  be  concerned.  Unquestionably  this  takes  some  land,  but 
nothing  of  importance  except  at  the  north  end  of  the  lake,  where  the  deltn  of 
the  Flathead  River  has  made  a  large  area  very  flat.  There  has  been  a  good 
deal  of  controversy  and  discussion  as  to  the  effect  of  high  water  in  the  lake, 
but  in  (,ur  judgment  it  would  be  just  as  reasonable  to  say  that  the  conditions 
which  prevail  in  the  upper  Flathead  Valley  are  caused  by  the  lake  as  it  would 
to  say  that  the  floods  in  the  Mississippi  River  are  caused  by  the  elevation  of 
the  Gulf  of  Mexico. 

The  country  is  so  flat  through  which  the  Flathead  River  discharges,  as  is 
shown  by  the  maps  that  are  on  record,  that  undoubtedly  the  major  part  of 
the  seepage  that  occurs  in  that  valley,  the  major  part  of  the  flooding  that 
occurs  in  that  valley,  observation  indicates  comes  from  the  Flathead  River 
itself,  and  it  is  obvious  that  it  should  come  from  the  Flathead  River  itself. 
The  rise  of  water  in  the  stream  is  (vbviously  much  enrlier  than  it  is  in  the 
lake,  because  the  river  has  to  discharge  a  great  (piantity  of  water  before  it 
raises  the  lake.  Now,  there  is  a  question,  possibly,  and  it  may  be  arguable, 
that  the  time  that  the  water  is  held  up  may  have  .^ome  influence  on  this. 
The  Geological  Survey,  at  the  expense  of  the  Rocky  Mountain  Power  Co.,  is 
making  a  very  elaboate  study  of  the  situation.  I  think  there  are  some  50  wells 
on  the  area,  and  I  have  been  shown  a  few  measurements  that  have  been 
made  since  July  of  last  year,  and  it  is  rather  strange  to  see  that  in  the 
majority  of  cases,  I  think  I  may  say,  the  elevation  of  the  water  in  the  wells 
is  not  affected,  or  not  relative  and  do("S  not  follow  the  elevations  of  the  lake. 

Mr.  Ely.  How  far  away  from  the  lake  are  these  wells? 

Answer.  They  are  all  marked  on  this  drawing,  and  I  think  they  start  in  a 
row  perhaps  half  a  mile  back  from  the  lake,  and  then  another  row  a  mile  back 
of  that,  and  another  row  and  another  row  across  the  entire  area.  I  could 
not  tell  you  exactly  how  far,  Mr.  Ely. 
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Mr.  Bonner.  To  clear  the  record.  Mr.  Kerr,  will  you  state  what  you  mean  hy 
"  this  map  "V 

Answer.  A  contour  map  filed  by  the  applicant.  Wheeler,  placed  in  rho 
record  yesterday  as  an  exhibit. 

Mr.  Kelly.  Are  those  wells  located  on  that  mapV 

Mr.  AVheelek.  No. 

The  Witness.  I  stated  that  they  were.     I  am  not  positive  that  they  are. 

Mr.  Kelly.  We  have  a  contour  map  with  the  wells  located  on  it.  It  is 
down  at  the  hotel,  and  we  will  present  it  during  the  hearing. 

Mr.  Henshaw.  Mr.  Kelly,  pardon  me  a  minute.  There  is  in  the  oflScial  files 
of  the  commission,  in  the  map  file,  a  set  of  these  maps  with  the  wells  shown  on 
them,  and  as  that  file,  as  I  understand  it,  is  a  part  of  the  record,  those  wells 
are  shown — do  you  wish  me  to  bring  that  out? 

Mr.  Kelly.  I  would  like  to  have  that.  Here  is  one  here  which  we  can  put 
into  the  record  [producing  a  map]. 

Mr.  Dixon.  Mr,  Bonner  says  this  is  in  the  record  now,  the  official  map  show- 
ing the  wells,  so  it  will  not  be  necessary  to  introduce  that. 

Mr.  Kelly.  I  desire,  then,  for  the  purpose  of  the  record,  to  show  that  topo- 
graphic map  of  the  Flathead  Lake  project,  showing  townships  27  and  28  north, 
range  20  west,  and  township  26  north,  range  20  west — is  there  any  other  desig- 
nation of  this  map,  Mr.  Bonner? 

Mr.  Henshaw.  There  are  two  parts  of  the  map.  In  order  to  file  it  here  they 
have  been  cut  in  tw^o. 

Mr.  Kelly'.  If  some  of  your  engineers  will  just  describe  that  map,  so  the 
record  will  show  what  you  are  referring  to. 

The  Witness.  It  has  a  date,  hasn't  it? 

Mr.  Henshaw.  This  is  the  topographic  map  of  the  Flathead  Lake  project, 
Montana,  made  by  the  Geological  Survey  in  1928,  on  which  has  been  placed  in 
the  office  of  the  commission  the  location  and  character  of  the  wells  installed  by 
the  Geological  Survey  for  the  purpose  of  determining  the  ground-water  elevation. 
The  base  map  is  the  same  as  that  introduced  by  applicant  Wheeler — was  it 
introduced  or  just  referred  to — referred  to  by  applicant  Wheeler? 

Mr.  Kelly.  In  that  connection  may  we  have  for  the  record  the  examinations 
made  by  the  Geological  Survey  of  the  elevation  of  the  water  from  time  to  time 
in  those  wells? 

Mr.  Henshaw.  They  are  down  in  my  room. 

Mr.  Kelly.  We  will  not  take  the  time  now^  We  want  to  make  a  motion  now, 
and  we  will  put  them  in  later  as  part  of  the  record,  showing  observations 
made  by  the  Geological  Survey. 

Mr.  Henshaw.  This  is  the  original  file  [presenting  papers  to  Mr.  Dixon]. 

Mr.  Dixon.  This  is  a  matter  of  public  record,  for  public  information,  and 
can  be  referred  to  without  introducing  it  into  the  record. 

Mr.  Kelly.  Will  you  describe  that  for  the  record,  please? 
L  Mr.  Henshaw\  This  is  a  supplemental  file  of  the  Federal  Power  Commission, 
project  No.  5.  and  is  entitled  "  Progress  Report  on  the  Investigation  of  Ground 
Water  in  the  Flathead  Valley  between  Flathead  Lake  and  Kalispell,  Mont,  by 
A.  H.  Tuttle,  hydraulic  engineer.  United  States  Geological  Survey,  March  11, 
1929."  There  are  also  attached  to  and  a  part  of  the  report  the  reports  of  the 
determination  of  elevations — let  me  say  it  this  way — a  series  of  sheets  entitled 
"  Ground  Water  Investigations,  Flathead  Valley,"  for  the  dates  March  21, 
April  14.  April  28,  May  22,  June  7,  July  1,  July  19,  August  23,  and  October  3, 
all  in  1929. 

The  Witness.  Obviously  a  great  deal  of  discussion  has  come  up  about  the 
elevation.  A  great  many  people  live  around  the  lake ;  a  great  many  people  are, 
consequently,  interested.  As  one  of  the  applicants  probably  best  knowm,  as 
one  who  makes  most  contacts  with  these  people,  as  manager  of  the  Rocky 
Mountain  Power  Co.,  I  have  been  asked  the  question  many  times  as  to  what 
effect  this  storage  at  2893  will  have  upon  the  lake  shore  in  general,  and  in 
order  to  use  an  expression  that  I  thought  would  be  best  understood  by  a  lay- 
man, I  have  said  to  these  people  that  "  if  you  will  build  or  do  anything  on 
your  property  in  the  light  of  your  experience  as  to  what  elevations  of  the  lake 
have  prevailed  heretofore,  you  will  in  no  way  be  affected  by  the  new  conditions." 
Then  they  have  said,  "Well,  will  the  water  go  as  low  as  heretofore?"  And  I 
have  said,  '*  Yes :  in  the  wintertime."  During  the  summer  season  and  up  to 
October  the  greatest  variation  in  the  lake  will  probably  be  not  more  than  2 
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feet.  Under  normal  conditions  I  think  it  is  often  three  times  as  much,  and 
this  year  perhaps  more. 

As  to  the  north  end  of  the  lake  where  certain  lands  will  be  flooded,  to  wit, 
actually  flooded  about  2,700  acres  adjacent  to  the  lake.  I  think,  there  may  be, 
as  indicated  on  the  map,  some  further  lands  along  the  river  which  are  now 
largely  slough  islands  or  offsets  from  the  side  of  the  river,  that  may  be  affected 
a  little  more  than  they  are  now,  and  my  information  is  that  this  may  be  700 
acres.     These  are  the  only  tangible  things  that  present  studies  indicate  exist. 

The  idea  of  the  power  company,  if  we  should  be  the  constructors  of  the  dam, 
has  been  this :  In  the  first  place,  we  have  designed  our  structure  with  the  idea 
that  the  crest  of  the  permanent  structure  shall  be  sufficiently  below  the  present 
mouth  of  the  lake  that  if  that  was  the  only  obstruction  in  the  stream ;  or,  in 
other  words,  if  no  flashing  was  put  on  top  of  this  i)ermanent  structure,  the  rise 
and  fall  of  Flathead  Lake  would  be  no  different  than  it  has  been  in  the  last 
hundred  years.  In  other  words,  the  entire  control  of  the  lake  surface  would 
depend  upon  the  outlet  of  the  lake  as  it  has  for  all  time,  and  that  this  structure 
would  in  no  way  influence  that. 

Having  this  situation  and  being  in  the  position  that  it  is  obvious  that  nobody 
can  build  or  is  likely  to  build  a  plant  and  immediately  fully  load  it,  we  liave 
felt  that  we  would  be  in  a  position  to  tiT  out,  as  it  w^ere,  feel  our  way,  as  it 
were,  to  discover  from  actual  operating  conditions  what  the  facts  were. 

Mr.  Dixon.  You  mean  that  by  flashboards  on  top  you  could  regulate  your 
flow,  see  what  the  effect  would  be  on  the  upper  end? 

Answer.  Yes,  sir;  I  believe,  and  it  is  our  best  judgment,  that  this  is  the  only 
way  that  ever  anyone  can  accurately  determine  what  will  happen. 

As  far  as  acquiring  any  rights,  of  course,  we  would  not  expect  to  acquire 
rights  without  a  certainty  that  we  were  to  construct.  If  and  when  we  did 
construct  our  business  policy  would  be  to — and  we  would  be  required,  un- 
doubtedly, by  law — to  indemnify  anybody  who  was  damaged.  You  understand, 
I  have  heard  a  great  deal  said  about  the  amount  of  land  that  might  be  destroyed 
In  Flathead  Valley  and  the  depreciation  of  property  values  in  Flathead  Valley, 
the  effect  on  the  community.  We  have  felt  this  way  about  that:  That  it  has 
always  been  our  intention,  and  it  is  ordinary  business  judgment  and  ordinary 
business  procedure,  that  if  we  have  to  buy  these  lands  we  want  to  reclaim 
them  and  return  them  to  cultivation ;  and  we  haven't  any  doubt  from  our  engi- 
neering studies  that  a  very  considerable  portion  of  these  lands  that  will  be 
flooded,  or  affected,  if  you  please,  can  readily  be  reclaimed  by  a  very  moderate 
diking  and  very  moderate  cost  for  pumping.  In  other  words,  if  they  were  diked 
and  pumped  and  resold,  and  the  power  furnished  for  pumping,  the  interest 
on  the  cost  of  diking  would  be,  I  am  certain,  less  than  the  cost  of  the  interest 
on  the  lands  if  we  would  desert  them.  I  think  that  the  public  interest  and 
our  interest  is  identical  with  that  of  the  people  in  the  valley. 

Mr.  Dixon.  Would  diking  prevent  seepage  through  the  silt  and  sand? 

Answer   Pumping  will  prevent  that. 

By  Mr.  Kelly: 

Question.  Your  engineers  have  made  some  studies  of  diking,  generally,  and 
the  possibilities  of  pumping? 

Answer.  They  have. 

Question.  Have  you  talked  with  anyone  about  the  great  work  that  has  been 
done  along  that  line  in  Holland,  for  example? 

Answer.  I  think  that  perhaps  the  best — to  me  the  best — informed  person  in 
the  lower  Flathead  Valley  or  upper  Flathead  Valley,  whichever  you  call  it — 
the  lower  part  of  the  upi)er  valley — is  Mr.  Oldenburg.  Mr.  Oldenburg  has  a 
large  farm  that  is  adjacent  to  the  lake.    There  is  considerable  diking  on  it. 

Mr.  Dixon    Which  side  of  the  river? 

Answer.  West,  I  think.     I  would  not  be  positive,  Mr.  Secretary. 

A  Voice.  The  west  side. 

Answer  (continuing).  Mr.  Oldenburg  is  a  Hollander,  and  I  have  been  very 
much  impressed  with  the  conversations  I  have  had  with  him.  I  think  he  told 
me  that  he  lived  in  Holland  and  farmed  in  Holland  until  he  was  35  years  old, 
and  he  had  had  a  great  deal  of  experience  with  diking.  I  understand  he  has 
made  a  success  of  his  farm  near  the  lake  by  diking.  He  said  to  me  with 
great  enthusiasm  that  he  wl.shed  the  rest  of  the  farmers  would  ijo  in  with  him 
and  Join  up  and  take  the  benefit  of  his  experince  and  make  a  comprehensive 
diking  system,  the  wonderful  things  he  could  do  with  it,  and  how  he  could  con- 
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trol  the  level  of  the  water,  and  what  a  wonderful  land  he  could  make  out  of  it, 
and  how  much  he  could  Improve  over  its  present  condition. 

Mr.  Dixon.  With  subirrigation? 

Answer.  Irrigated  just  as  they  do  in  the  countries  where  they  have  to  do  that. 

By  Mr.  Kelly: 

Question.  Does  the  water  in  the  high-water  season  now  come  up  as  high  or 
higher  than  the  dam  would  put  it  at  2,893? 

Answer.  The  water  in  1928  was  a  little  more  than  2,896,  or  3  feet  higher. 

Question.  The  lake  level  was  more  than  three  feet  higher  than  the  proposed 
height  of  the  dam? 

Answer.  No ;  the  proposed  storage  elevation.  It  has  been  above  2,893  a  good 
many  times  in  the  last  20  years,  or  30  years.  I  think  the  banner  high  water,  as 
I  remember  it,  was  in  18^. 

Mr.  Dixon.  Do  you  recall,  now,  what  the  elevation  of  the  lake  was  in  the 
high  water  of  1915? 

Answer.  We  have  that  record,  Mr.  Secretary. 

Mr.  Dixon.  You  don't  remember  it? 

Answer.  No;  I  don't  recall  offhand. 

Mr.  Jellison.  It  was  96. 

Mr.  Kelly.  What  was  it  in  1894,  Mr.  Kerr,  the  highest  year  that  you  speak  of? 

Mr.  Jellison.  There  were  no  records,  Mr.  Secretary,  kept  in  1894,  but  there 
are  several  marks  on  trees  and  banks  in  Flathead  County  that  show  that  the 
water  was  about  2,900,  between  2,900  and  2,902  in  1894. 

The  Witness.  I  think  the  best  verified  mark  is  probably  the  tree  I  have  seen 
at  Allen  Colby's  ranch. 

Mr.  Jellison.  On  the  east  side  of  the  river? 

The  Witness.  That  is  very  definitely  marked  and  is  well  authenticated  by  a 
great  many  iieuple  that  know,  as  I  understand  it,  when  it  was  put  there. 

Mr.  Dixon.  That  was  in  the  1894  high  water? 

Answer.  The  1894  high  water. 

Mr.  Dixon.  I  have  some  high-water  marks  of  my  own  for  1915  and  1928.  My 
recollection  is  that  1928  was  higher  than  1915. 

Mr.  Jellison.  Mr.  Secretary,  in  1895  the  steamboats  ran  across  from  Meyers- 
ville  to  Summers,  right  over  the  lower  valley. 

By  Mr.  Kelly  : 

Question.  It  is  your  judgment,  then,  that  a  large  part  of  the  land  which  may 
be  nece&sarily  acquired  for  flowage  purposes  may  again  be  reclaimed  and  resold 
and  put  to  useful  purposes  in  an  agricultural  way  by  a  reasonable  expenditure 
of  money  in  diking  and  the  installation  of  pumps? 

Answer.  I  have  no  doubt  about  it. 

Mr.  Kelly.  That  is  all,  I  think. 

Mr.  Dixon.  Some  gentleman  to  my  left,  here,  remarked  that  to  him  it  indi- 
cated that  the  river  would  have  to  be  diked  up  to  prevent  such  a  flood  in  1894. 

Mr.  Kelly.  I  think  that  is  the  position  of  our  company ;  that  a  very  large 
part  of  the  flood  waters  that  would  disturb  the  local  residents  there  is  due  to 
the  failure  of  the  river  to  be  able  to  carry  the  water  out  into  the  lake  in  the  flood 
season  i-ather  than  being  backwater  from  the  lake.  In  fact,  that  was  illus- 
trated by  the  remark  of  the  witness  that  the  lake  generally  has  about  as  much 
to  do  with  the  flooding  of  the  lower  valley  there  as  the  Gulf  of  Mexico  has  to 
do  with  the  Mississippi  floods.  It  is  a  question  of  the  water  coming  down  from 
above  rather  than  being  backed  up  from  the  lake. 

Mr.  Dixon.  Is  there  anything  further  from  this  witness? 

Mr.  Forbes.  If  the  chairman  please,  I  have  some  questions  on  cross-examina- 
tion, but  I  just  received  this  file  this  morning,  having  met  with  Mr.  Kelly's 
assistant  for  the  purpose  of  segregating  the  file,  and  I  have  not  had  an  opiwr- 
tuuity  to  go  through  it  and  look  into  it,  and  I  would  like  very  much  to  have 
that  opportunity. 

Mr.  Dixon.  Do  you  want  to  cross-examine  him  now  or  later? 

Mr.  Forbes.  I  prefer  to  do  it  after  lunch,  which  will  give  me  a  chance  to  see 
what  is  in  the  document. 

Mr.  Dixon.  He  can  be  recalled  later.  You  don't  want  to  cross-examine  him 
at  all  now? 

Mr.  Forbes.  No. 

Mr.  Dixon.  Lieutenant  Governor  MeCormack,  representing  settlers  at  the 
upper  end  of  the  lake,  is  here  with  Mr.  Jellison  from  Flathead  County.  Y'ou 
may  cross-examine,  Mr.  MeCormack,  if  you  wish. 
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Cross-examination  by  Mr.  McCobmack  : 

Question.  You  made  the  statement,  Mr.  Kerr,  that  by  reason  of  the  Hepkin 
Dam  on  the  Madison  you  were  able  ,to  use  the  water  seven  or  eight  times  by 
the  time  it  ran  through  your  works  at  Great  Falls  V 

Answer.  Yes,  sir. 

Question.  Would  not,  then,  a  storage  at  the  Hungry  Horse  site  also  have  the 
same  effect  on  the  Flathead? 

Answer.  Yes,  sir. 

Question.  Would  it  not  be  desirable,  from  a  storage  standpoint  of  view,  that 
this  be  done? 

Answer.  Yes,  sir. 

Question.  Would  it  not  be  possible  to  raise  it  to  the  dams  before  the  initial 
unit  that  might  be  put  in,  more  or  less? 

Answer.  Please  repeat  that  question. 

Question.  Would  it  not  be  possible  to  use  this  same  water  on  the  other  units 
that  might  be  built  hereafter? 

Answer.  Yes,  sir. 

Question.  The  same  as  at  Great  Falls? 

Answer.  Yes.  sir. 

Question.  You  made  the  statement  that  the  water  of  the  lake  had  nothing  to 
do  with  the  floods  from  the  river. 

Answer.  I  said  in  my  judgment. 

Question.  In  your  judgment? 

Answer.  Yes. 

Question.  Excuse  me.  Is  it  not  a  fact  that  the  floods  don't  occur  in  the 
Flathead  Valley  until  the  lake  gets  full? 

Answer.  My  information  is  that  most  of  the  water  in  the  lake  comes  out  of 
the  Flathead  River.  I  don't  know  any  other  place  for  the  lake  to  get  water 
except  out  of  the  Flathead  River  that  is  important. 

Question.  But  the  question  is,  is  it  not  a  fact  that  the  floods  in  the  Flathead 
Valley  do  not  occur  until  after  the  lake  is  full? 

Answer.  It  is  not  a  fact,  in  my  information. 

Question.  Have  you  the  information  with  you?  I  would  like  to  have  you 
refer  to  it. 

Answer.  I  haven't  the  detailed  information.  I  am  not  the  engineer.  I  am 
testifying  on  the  authority  of  statements  made  to  me  by  the  engineers,  and  our 
engineer  will  be  on  the  stand  and  can  answer  you. 

Mr.  MoCoRMACK.  Mr.  Chairman,  I  would  like,  if  they  have  the  information, 
that  this  be  brought  before  the  commission,  this  question,  whether  the  river 
overflows  before  the  lake  gets  full  or  not.  I  would  like  whatever  data  there  is, 
if  they  are  able  to  get  any  of  that  kind. 

Mr.  Dixon.  Is  there  any  data  of  that  kind  contained  in  the  Government 
engineer's  report? 

Mr.  Jellison,  Mr.  Secretary,  in  Water  Paper  572,  by  the  United  States 
Geological  Survey,  there  are  discharge  records  of  the  water  at  Columbia  Falls 
on  the  main  Flathead  River,  and  also  the  lake  elevations  of  even  date. 

Mr.  Dixon.  No.  572,  Geological  Survey? 

Mr.  Jellison.  Yes,  sir. 

Mr.  Kelly.  I  may  say  we  will  check  our  flies  here  and  furnish  any  informa- 
tion that  we  have  with  us  on  that  subject. 

The  Witness.  I  submit  that  elevations  of  the  river,  without  being  applied 
to  the  map  of  contours,  have  nothing  in  them  to  indicate  whether  tlie  valley 
was  flooded  or  not. 

By  Mr.  McCoemack  : 

Question.  Mr.  Kerr,  is  it  not  a  fact  that  in  a  great  many  years  we  would  not 
have  water  overflowing  the  banks  at  all,  except  the  l)acking  up  along  the  lake, 
at  Mr.  Oldenburg's,  Mr.  Taylor's,  and  Mr.  Van  Rensallear's  place? 

Answer.  There  are  some  years,  I  have  do  doubt. 

Mr.  MoCoRMACK.  The  late  years,  Mr.  Secretary,  since  the  record  has  been 
kept,  a  chart  will  be  submitted  showing  tiiat  we  have  had  eight  high  waters 
since  1908,  17  years.     We  have  had  eight  years  of  high  water  in  tiiat  time. 

By  Mr.  McCormaok  : 

Question.  You  spoke  of  the  water  in  tlie  wells.  Have  yon  studieii  I  lie  tables 
showing  the  elevation  of  the  water  in  the  wells  as  compared  to  the  elevation 
in  the  lake  the  same  day? 
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Auswer.  Yes,  sir.  I  won't  say  I  have  studied  tliem,  I  have  been  shown  a 
diagram  prepared  by  one  of  our  engineers,  Mr.  Berg,  I  believe,  on  which  there 
is  a  curve  showing  the  lake  elevations  and  curves  showing  the  elevations  of 
the  water  in  a  number  of  representative  wells. 

Question.  In  looking  over  this,  did  you  notice  that  within  half  a  mile  or  so 
of  the  lake  the  water  in  some  places  was  higher  than  the  elevation  of  the  lake? 

Mr.  Dixon.  I  didn't  get  that  question,  Mr.  McConnack. 

Mr.  McCoRMACK.  That  on  some  dates,  according  to  the  records  of  the  test 
wells,  the  water  was  higher  in  the  wells  than  the  elevation  of  the  lake. 

Answer.  I  did. 

By  Mr.  McCormack  : 

Question.  How  do  you  account  for  that? 

Answer.  The  water  was  unable  to  run  out  into  the  lake.  It  is  sealed  oft*  some- 
where. 

Question.  Where  did  it  come  from? 

Answer.  It  probably  came  from  the  river.  I  know  many  places  on  the 
Madison  and  in  the  Madison  Valley  where  the  water  tables  in  the  adjacent 
benches  are  from  10  to  15  feet  above  the  river  level.  That  is  not  an  unusual 
situation  at  all. 

Question.  Well,  is  that  a  permanent  condition? 

Answer.  A  permanent  condition  year  after  year. 

Question.  Then,  isn't  it  a  fact  that  if  you  raise  the  elevation  in  the  lake,  you 
prevent  the  water  of  the  river  from  running  into  it  during  flood  seasons,  by 
reason  of  the  obstructions  below,  and  if  you  keep  it  above  the  customary  eleva- 
tion for  a  long  period  of  time,  isn't  it  a  fact  that  these  conditions  will  be 
accentuated? 

Answer.  That  is  too  long  a  question,  Mr.  McCormack. 

Question.  Well,  I  will  cut  it  short,  then.     I  will  ask  it  again. 

If  you  should  raise  the  lake  to  2,893  during  the  flood  season — you  expect  to 
raise  it  during  the  flood  season,  hold  the  w^ater? 

Answer.  My  testimony  has  been  that  in  my  judgment  and  the  judgment  of 
our  engineers,  maintaining  the  2,893  level  would  have  no  important  effect  on  the 
ground  water  level. 

Question.  The  question  is  linked  up  with  the  otlier  one.  Is  it  not  a  fact 
that  the  outlet  of  the  lake  does  not  run  off  as  much  water  in  the  same  length 
of  time  as  the  inlet  takes  in? 

Answer.  That  is  obviously  the  case,  or  else  the  surface  of  the  lake  would 
not  rise  at  any  time. 

Question.  Exactly.  It  was  hardly  necessary  to  ask  the  question,  but  I 
wanted  your  opinion  of  it.  Now,  then,  when  you  increase  the  conditions  from 
a  state  of  nature  by  holding  the  flood  waters  during  the  months  of  May,  June, 
and  July,  the  period  of  a  run-off,  won't  you  increase  the  amount  of  damage  that 
is  done  outside  of  those  lands  that  you  are  going  to  acquire  along  the  lake 
by  flood  light,  won't  you  increase  the  damages  over  the  valley  as  far  and 
farther  than  is  affected  by  natural  conditions? 

Answer.  In  the  first  place,  we  don't  hold  any  water  until  after  the  flood  is 
over,  and  we  don't  hold  water  equal  to  many  floods;  and,  as  I  have  stated,  and 
I  repeat  again,  the  judgment  of  our  engineers  and  in  our  own  judgment,  my 
own  judgment,  the  2.893  elevation  does  not  materially  affect  the  situation. 

Question.  I  wanted  to  inquire  if  holding  the  lake  up  to  a  higher  elevation 
than  normal  would  not  increase  the  damages. 

Answer.  I  said  repeatedly  that  in  my  judgment  it  does  not. 

Question.  Have  you  anything  in  the  line  of  reports  or  anything  of  that  kind 
on  the  possible  effect  of  higher  water  for  a  longer  period? 

Answer.  I  have  testified  here  that  we  have  made  repeated  and  continuous 
and  elaborate  observations  of  the  situation,  and  that  is  our  judgment. 

Question.  Isn't  it  a  fact  that  every  foot  in  elevation  the  lake  rises  increases 
the  damages  by  flood? 

Answer.  I  don't  know  that  I  understand  what  you  mean  by  that. 

Question.  Why,  at  a  certain  elevation  there  is  no  damages. 

Answer.  How  far  down  are  you  going  to  go? 

Question.  Any  of  the  lands  that  are  .--ubject  to  it. 

Answer.  I  have  testified  here  that  holding  the  lake  at  2,893  elevation  will 
actually  inundate  approximately  2,700  acres  of  land  :  that  it  may  be  responsible 
for  the  inundation  of  perhaps  700  acres  of  other  land,  which  I  call  sloughs, 
and  beyond  that  I  know  of  no  other  effect . 
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Question.  That  will  be  at  elevation  93? 

Answer.  Yes,  sir. 

Question.  Well,  have  you  included  all  the  lands  that  have  an  elevation  of 
2,893  in  your  plans,  in  the  valley? 

Answer.  Well,  iti  that  my  testimony? 

Question.  You  were  speaking  of  the  elevation  and  of  the  floodage  rights,  and 
that  is  a  general  question  connected  with  that. 

Answer.  I  can  only  repeat  again  that  my  testimony  is  that,  as  we  understand 
it — and  this  is  from  the  survey  made  by  the  Geological  Survey — that  there  will 
actually  be  inundated  approximately  2,700  acres ;  that  there  may  be  inundated 
an  additional  700  acres,  and  beyond  that  I  know  of  no  damage. 

Question.  Have  you  any  knowledge  of  seepage;  how  it  occurs,  how  long  it 
takes? 

Answer.  I  have  no  personal  experience  as  a  ground-water  expert,  and  I 
would  decline  to  testify  as  such.  I  have  been  told  by  people  who  I  think  have 
a  great  deal  of  authority  for  their  statements  that  the  movement  of  ground 
water  is  a  very  complicated  subject,  and  I  am  told  that  the  United  States  Gov- 
ernment probably  has  the  most  able  men  in  this  line  of  work,  and  that  they 
are  in  control  or  are  engaged  in  endeavoring  to  discover  what  the  situation  is 
in  the  lower  Flathead  Valley  at  the  expense  of  the  Rocky  Mountain  Power  Co. 

Question.  Mr.  Kerr,  how  much  personal  experience  have  you  had,  by  observa- 
tion or  otherwise,  during  -periods  of  high  water  in  the  upper  Flathead? 

Answer.  I  have  not  had  a  great  deal.  I  have  been  in  the  upper  Flathead 
Valley  a  great  many  times  in  the  last  20  years,  at  all  times  of  the  year,  and 
I  have  had  many  years  of  experience,  as  I  have  testified  heretofore,  and  I 
think  my  observation  is  as  good  as  anyone  having  the  experience  that  I 
have  had. 

Question.  You  have  been  down  there  during  the  flood  season? 

Answer.  Yes,  sir ;  and  during  the  dry  season,  too. 

Question.  You  have  been  there  quite  a  while.  Have  you  examined  any  of 
these  dams  that  are  down  there  during  periods  of  high  water? 

Answer.  I  don't  know  of  any  dams  there  at  all. 

Question.  Dikes ;  whatever  you  call  them. 

Answer.  I  have  been  along  the  dikes ;  yes. 

Question.  Did  you  examine  their  structure,  their  solidity  during  that  time? 

Answer.  Without  wishing  to  disparage  anybody,  I  want  to  say  that  the  dikes 
were  built,  the  major  part  of  them  at  least  in  my  judgment,  as  would  be  ex- 
pected, by  the  talent  that  had  constructed  them,  and  while  I  could  not  testify  to 
this  as  a  fact,  but  my  judgment  is  that  they  have  been  piecemeal  and  have  not 
been  laid  out  in  an  orderly  way,  as  would  be  done  by  the  Government  or  by 
any  drainage  district  or  by  a  corporation  that  was  seriously  interested  in  their 
results. 

Question.  You  know  the  dike  along  the  Rossell  Slough? 

Answer.  I  do  not.     I  could  not  identify  it  as  the  Rossell  Slough. 

Question.  It  is  just  north  of  Oldenburg's  at  the  Rossell  schoolhouse,  on  that 
land. 

Answer.  I  am  not  sufficiently  familiar  to  attempt  to  testify  in  detail  as  to 
any  definite  point.  As  I  have  told  you,  I  have  been  about  this  valley,  and 
people  have  said,  "This  is  this  place,"  and  "That  is  that  place,"  and  I  have 
not  attempted  to  charge  my  memory  with  the  names. 

Question.  I  can  see  that  all  right.  Of  course,  you  could  not  be  expected  to 
do  that,  but  you  don't  know,  then,  whether  the  Rossell  dike  along  the  Rossell 
Slough  was  built  by  the  district  or  not  or  constructed  by  a  consti-uction 
engineer? 

Answer.  I  do  not.  I  have  testified  generally  as  to  what  I  have  observed. 

Question.  You  will  pardon  me  for  asking  possibly  the  same  question  again, 
Mr.  Kerr,  but  I  think  I  asked  you  once,  but  I  don't  recall  your  answer,  In 
regard  to  whether  you  had  included  all  the  lands  that  have  a  2,893  elevation 
among  the  lands  to  be  fiooded  or  damaged? 

Answer.  In  reply  to  that  question,  I  will  say,  Mr.  McCormack,  that  I  have 
actually  seen  crops  growing  on  iiarcels  of  land  north  of  the  Flathead  Lake  that 
I  was  told  by  engineers  who  had  made  surveys  were  actually  below  2,880.  which 
is  below  the  mouth  of  the  lake. 

Mr.  Dixon.  You  mean  that  the  land  at  the  north  end  of  the  lake  luis  sis  low 
an  elevation  as  2.880? 

Answer.  I  am  not  testifying  now.  I  think  the  map  will  show  that  there  are 
spots  In  there  as  low  as  2,887  that  are  actually  in  cro|)— 2,878,  I  should  say. 
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Question.  In  regard  to  that  observation,  do  you  know  whether  the  farmers 
do  or  do  not  put  in  a  crop  after  the  water  goes  down  in  this  country,  and  the 
elevation  would  have  no  effect  on  it  whatever? 

Answer.  At  the  time  of  my  observation  I  had  read  the  gauge  at  Poison,  or 
at  Summers,  and  while  I  do  not  wish  to  testify  exactly  as  to  the  measurement 
of  that  gauge  I  was  impressed  with  the  fact  that  this  spot  was  many  feet  below 
the  actual  water  level  in  the  lake  at  that  time. 

Question.  Well,  for  your  informaion.  it  is  happening  every  year  that  we  have 
high  water,  by  reason  of  its  only  staying  up  a  few  days. 

•     Answer.  It  is  evident  that  they  get  irrigation  in  this  valley  the  same  as  they 
do  along  the  Nile,  from  flood? 

Mr.  Dixon.  What  is  the  elevation  of  the  lake  during  low  water? 

Answer.  I  think,  Mr.  Commissioner,  a  fair  statement  is  probably  2,882  at 
the  lowest  water.  Mr.  Harboard  told  me  when  he  left  Poison  a  few  days 
ago  that  th:s  year  it  was  2,881.6,  which  is  a  very  low  point. 

Mr.  Dixon.  At  Poison? 

Answer.  Yes,  sir. 

Mr.  Dixon.  How  much  higher  would  the  elevation  be  at  the  mouth,  or  the 
upper  end  of  the  lake? 

Answer.  Well,  Mr.  Commssioner,  without  wanting  to  be  facetious,  we  paid 
many  thousand  dollars,  I  believe,  to  the  Geological  Survey  to  run  a  line  around 
the  lake  to  see  whether  the  lake  was  level  or  not,  and  they  found  it  was  level. 
[Laughter.] 

Mr.  McCoRMACK.  Mr.  Secretary,  for  your  information,  at  times  the  water 
is  3  feet  higher  at  the  north  end,  when  we  have  a  strong  south  wind  for  a 
couple  of  days,  in  spite  of  the  Geological  Survey,  unless  they  were  there  on 
those  days. 

Mr.  Dixon.  A  strong  south  wind  would  pile  the  water  up? 

Mr.  McCoRMACK.  A  strong  south  wind  piles  the  water  up  on  the  north  shore 
every  t  m,e. 

The  Witness.  I  think  Mr.  McCormack  is  using  his  imagination  a  little  there. 
[Laughter.]  We  have  a  lake  in  the  Madison  country — Hepkin  Lake — ^which  is 
24  miles  long,  and  we  have  made  some  very  careful  studies  on  that. 

By  Mr.  McCormack  : 

Question.  On  windy  days? 

Answer.  On  w  ndy  days,  and  so  forth,  and  we  had  occasion  to  be  very  much 
interested  as  to  whether  the  wind  blows  in  one  direction  or  the  other  in  mak- 
ing the  measurements,  and  my  recollection  is  that  we  never  could  find  more 
than  5  inches  difference. 

Question.  Did  you  find  5  inches? 

Answer.  Yes. 

Question.  Then  the  lake  is  not  level,  as  you  stated,  at  all  times.     [Laughter.] 

Are  you  acquanted,  Mr.  Kerr,  with  that  section  knowns  as  Foy's  Bend? 

Answer.  No,  sir;  I  could  not  identify  it  as  Foy's  Bend.  If  you  will  point  it 
out  to  me  on  the  map,  I  may. 

Question.  It  is  a  district  4  miles  from  Kalispell,  where  the  river  turns  to  go 
along — makes  a  bend,  you  know,  starts  its  bend  eastward. 

Answer.  From  a  perusal  of  the  map  I  see  that  the  Flathead  River  meanders 
very  widely  over  the  valley,  and  I  can  not  identify  any  particular  bend. 

Question.  Then  you  would  not  know  that  erosion  is  going  on  there  when  the 
water  coming  from  the  north  hits  this  bank,  and  lasting  during  the  period  when 
the  lake  is  up  only? 

Answer.  I  would  not  know  that. 

Mr.  Dixon.  Mr.  Jellison,  here  is  this  document  that  you  referred  to.  Did  you 
want  to  use  it  or  not?     [Hand  ng  a  paper  to  Mr,  Jellison.] 

Mr.  Jellison.  If  I  can  find  the  references. 

By  Mr.  McCormack  : 

Question.  Do  you  know  the  nature  of  the  soil  in  the  Flathead  Valley 
personally? 

Answer.  No ;  I  could  not  say  that  I  know  the  nature  of  the  soil. 

Question.  Do  you  know  whether  it  is  at  all  the  same  subsoil  or  different? 

Answer.  I  would  be  very  much  surprised,  in  the  light  of  my  experience,  if 
there  was  not  a  great  deal  of  variety  of  stratification  in  a  delta  of  that  kind. 
It  always  prevails.  There  is  gravel  and  clay  and  talc  and  soil  and  sand,  and  it 
lays  in  most — in  fact,  in  all  of  those  that  have  ever  had  any  contact  with,  it 
lays  in  a  variety  of  ways. 
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Question.  And  is  it  your  opinion,  then,  that  the  waters  through  the  sandy 
soil  would  move  faster  to  a  natural  level  than  they  would  if  it  was  clay? 

Answer.  I  said  a  while  ago  that  I  did  not  qualify  as  a  ground-water  expert. 
I  would  say  as  a  layman  that,  in  my  judgment,  water  would  move  through 
sandy  soil  more  freely,  of  course. 

Question.  And  if  I  was  to  say  that  the  water  would  be  higher,  is  higher, 
within  20  rods  of  some  slough,  higher  than  the  slough,  what  would  be  your 
opinion  ? 

Answer.  I  would  believe  it,  that  it  could  exist,  because  I  have  testified  a  few 
minutes  ago  that  I  knew  of  a  case  where  the  water  adjacent  to  a  lake,  and  very 
close  to  a  lake,  was  10  to  15  feet  higher  than  the  lake. 

Question.  Then,  is  it  your  opinion  that  if,  by  reason  of  the  storage  water  be- 
ing held  in  the  lake  and  it  backed  up  the  river,  this  condition  would  not  in- 
crease? 

Answer.  I  have  testified  that,  in  my  judgment,  very  definitely,  there  would  be 
affected  by  this  elevation  of  2,893,  2,700  acres  inundated,  700  acres  otherwise 
affected,  and  nothing  further  that  I  know  of. 

Question.  But  then  you  answer  "  No"  to  that  question?  I  had  regard  to  the 
land  above  this. 

Answer.  I  have  answered  the  question.  I  would  like  to  make  a  little  state- 
ment for  the  record,  if  I  may.  I  have  testified  that  I  have  been  associated  with 
this  company  practically  from  their  inception,  practically  from  the  inception  of 
hydraulic  development  in  Montana,  in  one  capacity  or  another.  As  early  as 
1907.  when  one  the  important  plants  of  the  then  developed  water  power  in  Mon- 
tana was  4,000  horsepower,  on  the  Big  Hole  River 

Mr.  Dixon  (interposing).  That  was  the  Bylsby's  dam? 

Answer  (continuing).  Yes.  sir.  We  were  faced  with  the  proposition  that  the 
so-called  Big  Hole  Basin,  which  was  at  the  head  of  the  Big  Hole  River,  was 
being  improved,  and  that  irrigation  was  absorbing  a  considerable  amount  of  the 
waters  of  the  Big  Hole  River  and  depleting  the  amount  of  water  available  for 
power  uses,  and  the  then  officers  of  the  company  had  before  them  the  question 
of  power  versus  irrigation,  and  then  and  there  and  at  that  time  it  became  the 
settled  policy  of  these  companies  that  they  would  never  raise  the  question  of 
power  versus  irrigation,  and  from  that  time  on,  as  is  evidence  by  the  tremen- 
dous reservoirs  we  have  built,  they  have  never  raised  that  question.  We  have 
never  protested  against  the  use  of  water,  and  we  have  never  had  any  complaint 
from  the  use  of  our  water.  We  have  settled  wuth  everybody,  and  it  is  still  the 
policy  of  the  company  to  do  that  thing. 

Mr.  Kelly.  In  other  words,  if  there  is  any  resulting  damage  to  anybody, 
which  you  do  not  now  anticipate,  the  company  expects  to  develop  this  project 
to  take  care  of  it  and  to  make  compensation  to  anybody  w^ho  may  suffer  damage 
by  reason  of  this  development? 

Answer.  Undoubtedly. 

By  Mr.  McCormack  : 

Question.  Mr.  Kerr,  in  regard  to  this  question  of  damages,  did  you  ever  hear, 
as  you  had  talked  it  over  with  some  of  your  officers,  an  idea  to  form  an  arbitra- 
tion committee  to  fix  the  damages  that  were  apparent  and  those  that  might  come 
in  the  future  by  reason  of  seepage? 

Answer.  My  recollection  is  that  you  told  me  that  you  had  such  n  conversa- 
tion.    None  of  our  officers  has  ever  presented  the  matter  to  me. 

Question.  You  were  present  here  in  the  otfice  of  the  Assistant  Secretary,  the 
outer  office,  when  I  mentioned  that  fact  and  heard  the  conversation,  aho  the 
remark  that  Mr.  Wilbur  made — that  that  was  a  matter  entirely  between  the 
company  and  the  landowners? 

Answer.  Yes,  sir. 

Question,  You  heard  that? 

Answer.  Y'es,  sir. 

Question.  So  you  are  aware  of  this  idcu  of  mine  to  avdid  trouble  and 
litigation? 

Answer.  Yes,  sir. 

Question.  And  turned  it  down? 

Answer.  No,  sir. 

Question.  No? 

Answer.  No. 

Quotion,  Well.  I  am  much  obliged  to  you,  Mr.  Kerr.  Thank  you  very 
much. 

Mr.  Keixy.  That's  all. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3817 

Mr.  Dixon.  Has  anybody  else  any  cross-examination  of  this  witness? 

Mr.  Kelly.  If  the  commission  please,  we  have  a  witness  that  we  would  like 
to  put  on  out  of  order. 

Mr.  Bonner.  Wait  just  a  moment,  Mr.  Kerr. 

Mr.  Kelly.  I  would  like  to  conclude  with  this  other  witness  before  noon,  and 

:ice  Mr.  Kerr  can  be  recalled  for  further  cross-examination  by  Mr.  Forbes,  if 
there  is  anything  that  would  take  very  much  time  I  would  like  to  ask  that  Mr. 
Kerr  be  questioned  later,  so  that  we  might  take  care  of  a  couple  of  witnesses  for 
ourselves  and  one  for  Mr.  Pope. 

Mr.  Dixon.  You  may  be  excused  now  and  we  will  recall  you  for  further  cross- 
examination  if  desired. 

(Witness  excused.) 

Mr.  Jellison.  Mr.  Secretary,  in  support  of  the  argument  that  Mr.  McCormack 
made  as  to  the  elevation  of  the  late  with  reference  to  the  river  water,  I  want 
to  say  that,  according  to  this  report — this  is  for  the  period  between  April  13 
and  September  29,  1923,  the  Flathead  Lake  at  Summers  attained  an  elevation 
of  2,890.  It  continued  at  that  elevation,  varying  in  intensity,  until  way  long 
in  June — there  seems  to  be  a  deficiency  in  the  record  here — until  the  7th  of 
June,  at  about  that  height.  The  highest  discharge  of  the  Flathead  River  at 
Columbia  Falls  occurred  June  1,  102,000  second-feet.  You  see,  the  lake  was 
highest  for  a  period  of  seven  or  eight  days  before  the  high  water  occurred  in 
the  river. 

Mr.  Ely.  What  is  the  publication  you  are  reading  from? 

Mr.  Jellison.  It  is  AVater  Supply  Paper  572,  year  1923. 

Mr.  Ely.  A  Government  publication? 

Mr.  Jellison.  Geological  Survey,  Water  Supply  of  the  United  States.  I  was 
reading  from  page  97. 

Mr.  Dixon.  Do  you  want  to  introduce  that  into  the  record  by  reference? 

Mr.  Jellison.  l^es,  sir. 

Mr.  Dixon.  I  am  informed  that  it  is  already  in. 

Now,  Mr.  Kelly,  call  your  next  witness. 

Thereupon. 

Arthlti  E.  Wells  was  called  as  a  witness  for  and  on  behalf  of  the  applicant, 
the  Rocky  Mountain  Power  Co.,  and,  having  been  first  duly  sworn,  was  examined 
and  testified  as  follows : 

Direct  examination  by  Mr.  Kelly: 

Question.  State  your  full  name,  please. 

Answer.  Arthur  E.  Wells. 

Question.  And  where  do  you  reside? 

Answer.  In   Watertown,   Mass. 

Question.  And  what  is  your  profession  or  occup&tion? 

Answer.  Professor  of  metallurgy.  Harvard  University. 

Question.  And  just  briefly  state  your  qualifications  and  experience  in  connec- 
tion with  metallurgy  and  chemical  engineering,  and  so  forth. 

Answer.  I  graduated  from  the  Massachusetts  Institute  of  Technology  in  1906. 
From  1906  till  1913  I  was  with  the  American  Smelting  &  Refining  Co. ;  in  1913, 
in  charge  of  investigations  for  the  Selby  Smelter  Commission ;  from  1915  until 
1920,  United  States  Bureau  of  Mines  as  metallurgist — in  connection  with  that 
work,  metallurgist  for  the  Anaconda  Smelter  Smoke  Commission  ;  1920  to  1926, 
engaged  in  investigations  for  financial  institutions,  investigations  of  chemical 
engineering  and  metallurgical  nature  for  financial  houses  in  New  York ;  in  1926, 
Joined  the  faculty  of  Harvard  as  professor  of  metallurgy,  still  continuing  to  do 
investigative  work  for  institutions  in  New  York. 

Question.  And  in  connection  with  this  work  have  you  investigated  the  matter 
of  the  supply  of  fixed  nitrogen  and  sulphuric  acid,  the  making  of  fertilizer  by 
various  methods? 

Answer.  I  have. 

Question.  Now  then,  first  tell  us  with  reference  to  your  activities  with  the 
smoke  commission  in  the  study  of  the  smoke  question  at  Anaconda,  what  was 
the  origin  of  that  commission  and  how  did  it  come  about? 

Answer.  In  1910  the  Anaconda  Copper  Mining  Co.  entered  into  an  agreement 
with  the  Department  of  Justice  in  Washington,  which  called  for  the  appointment 
of  a  commission,  which  commission  was  to  investigate  the  smoke  conditions  at 
the  Anaconda  Smelter,  to  determine  what  measures  would  be  taken  of  a  prac- 
tical nature  to  minimize  the  discharge  of  material  into  the  atmosphere.  I 
became  associated — took  charge  of  that  investigation  for  the  commission  in  1915, 
carrying  through  until  1920. 
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One  of  the  problems  which  we  had  to  study  was  the  matter  of  the  sulphur 
gas,  the  sulphur-dioxide  gas  produced  in  smelting  the  sulphur  ores.  We  liad 
not  determined  whether  or  not  it  was  commercially  practicable  to  convert  any 
of  that  sulphur  into  a  product  for  the  market.  The  most  attractive  outlet 
appeared  to  be  in  the  manufacture  of  sulphuric  acid,  if  we  could  find  a 
market  for  tlie  acid.    That  resulted  in  a  study  of  the  markets  for  acid. 

As  a  result  of  the  long  study  of  the  fertilizer  conditions  in  the  United  States, 
we  determined  that,  although  the  venture  was  not  very  attractive  from  a  com- 
mercial standpoint  at  that  time,  nevertheless  it  was  deemed  practical  to  start 
the  production  of  a  higli-grade  fertilizer  at  Anaconda  for  shipment  to  the 
fertilizer  markets  of  the  East. 

As  the  result  of  that  study  a  plant  was  built. 

Those  studies  were  supplemented  by  a  resurvey  of  the  fertilizer  situation  in 
the  spring  of  1920  and  again  in  the  spring  of  1924,  in  which  I  t(M)k  part,  all  of 
those  studies  having  to  do  with  the  phosphate  fertilizer  industry.  In  1927 
another  study  was  made  concerning  the  possibility  of  making  fixed-nitrogen 
products  at  any  time 

Question.  Now,  then,  will  you  just  briefly  tell  the  commission  what  you  found 
with  reference  to  the  fertilizer  supply  of  the  country  and  the  possibility  of 
making  it  in  that  territory,  in  Montana,  and  marketing  it  in  the  territories 
where  it  was  to  be  used — just  briefly? 

Answer.  We  found  that  practically  all  the  consumption — more  than  90  i)er 
cent  and  nearly  95  per  cent — was  east  of  the  Mississippi ;  the  Anaconda  Co.  or 
any  other  company  producing  fertilizer  materials  w^ould  have  to  shij)  over  a 
long  distance  to  get  to  that  market,  that  market  being  supplied  by  materials 
which  occurred  in  that  district — phosphate  materials  coming  from  Tennessee 
and  from  Florida,  which  were  more  or  less  in  the  heart  of  the  fertilizer- 
consuming  market.  They  believed  that  by  producing,  however,  a  high-grade 
product,  a  high-strength  phosphate,  they  could  overcome  the  freight  disad- 
vantage to  a  certain  extent  and  be  able  to  ship  the  same  material  to  some  part 
of  that  district  in  competition  with  cheap  sources  of  supply  in  the  East  and 
South. 

We  investigated  all  methods  of  producing  high-grade  phosphate  fertilizer, 
and  we  made  a  very  careful  survey,  naturally  going  to  the  plants  which  were 
then  in  operation  producing  phosphate  material  by  various  methods.  W^e  con- 
cluded that  the  sulphuric-acid  method  for  producing  phosphoric  acid,  and  with 
phosphoric  acid  producing  high-grade  phosphate  fertilizers,  was  the  chtNipest 
and  most  feasible  method  for  producing  such  in  Montana. 

We  investigated  electric-furnace  methods.  We  investigated  the  combination 
of  electric-furnace  and  fuel-fire  methods,  a  furnace  using  electric  power  and 
fuel  in  combination.  We  investigated  furnace  methods,  using  all-fuel  fire,  and 
concluded  that  of  all  these  tnethods  the  sulphuric-acid  method  was  by  far  the 
most  practicable  method  for  any  plant  in  Montana. 

Question.  Now,  then,  did  you  visit  the  other  plants  throughout  the  country? 

Answer.  Yes,  sir. 

Question.  All  of  them? 

Answer.  Why,  not  all  of  the  smelter  fertilizer  plants,  but  all  the  plants  of 
any  consequence. 

Question.  All  the  plants  of  any  consequence.  Did  you  find  anybody  making 
phosphoric  acid  electrolytically  in  this  country  for  fertilizer  purposes? 

Answer.  Not  for  fertilizer  purposes.  I  found  two  plants,  in  1920  and  1924, 
one  of  considerable  size  and  one  very  small,  making  phosphoric  acid  or  high- 
purity  phosphoric  acid,  for  the  baking  powder  business.  Neither  of  those  plants 
made  any  phosphoric  acid  for  any  fertilizer  purposes.  Since  then  one  i)lant  has 
been  shut  down,  and  there  is  at  the  present  time  only  one  plant  producing 
phosphoric  acid  by  the  electrofurnace  method,  and  that  is  for  baking-powder 
purposes. 

Question.  Can  phosphoric  acid,  in  your  judgment,  be  produced  by  electric 
power  economically  with  a  rate  as  low  as  $15  a  horsei>ower-year? 

Answer.  I  can  conceive  of  some  districts  where  it  might  be  that  power  could 
be  obtained  at  a  very  low  figure,  right  at  the  market  for  the  material. 

Question.  But  not  in  Montana,  or  in  that  section  of  the  country  generally? 

Answer.  No. 

Question.  Have  you  made  any  investigations  particularly  having  in  niind  the 
production  of  fertilizer  products  by  the  electrolytic  method  ? 

Answer.  You  are  referring  to  phosphate  c<jntent? 
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Question.  Well,  conclude  with  the  phosphate  first? 

Answer.  Well,  I  have  made  a  comparison  of  the  cost  of  making  phosphoric 
acid  in  Montana,  based  on  $15  power,  as  compared  with  the  cost  of  making 
phosphoric  acid  by  the  Anaconda  sulphuric-acid  method.  I  start  off  with  the 
basis  that  rock  will  cost  the  same  at  both  plants,  $6  a  ton  for  32  per  cent 
phosphate,  P2O5,  in  the  rock.  I  assume  that  power  will  cost  $15  a  horsepower- 
year. 

The  cost  of  P2O5  in  concentrated  phosphoric  acid,  such  as  would  be  required 
to  make  other  phosphate  material,  which  you  could  ship  at  3.7  cents  per  pound, 
of  which  0.85  is  the  power  cost,  making  a  total  cost  for  other  items  than  power 
of  2.85  cents. 

Turning,  now.  to  the  cost  of  making  phosphoric  acid,  per  pound  of  P2O5,  in 
the  high-strength  acid  under  the  Anaconda  method,  and  with  the  costs  existing 
at  Anaconda,  I  know  that  the  cost  is  2.7  cents  per  pound. 

Question.  That  is.  the  actual  cost  at  the  Anaconda  plant? 

Answer.  Yes.     That  does  not  include  capital  charges. 

Question.  No. 

Answer.  That  is  labor,  material,  and  supplies.  In  other  words,  if  power  was 
obtainable  at  zero  figure,  and  rock  was  available  at  the  two  plants,  a  good  grade 
of  rock,  at  $6  a  ton — at  the  same  price — the  cost  of  production  by  the  electr  c- 
furnace  method  would  just  about  equal  the  cost  of  production  at  Anaconda  with 
the  Anaconda  costs. 

Question.  In  other  words,  if  you  could  have  power  for  nothing,  you  could  not 
make  phosphoric  acid  any  cheaper  by  the  electric  method  than  you  are  now 
making  it  at  Anaconda  by  the  Anaconda  method? 

Answer.  By  the  Anaconda  method ;  yes,  sir ;  that  is  correct. 

Question.  Now,  did  you  conduct  some  experiments  at  Anaconda  in  connection 
with  the  possibility — or  in  connection  with  your  investigations  in  making  phos- 
phoric acid? 

Answer.  In  1922  and  in  1924  a  test  was  made  of  the  possibility  of  making 
phosphoric  acid  by  the  electrofurnace  method. 

Question.  And  what  was  the  result?  Did  it  demonstrate  that  it  could  be  done 
economically  as  compared  with  the  sulphuric-acid  method? 

Answer.  It  was  demonstrated  that  it  could  not  be  done  comparably  with  the 
sulphuric-acid  method. 

Question.  Now,  is  it  true  that  it  requires  a  higher  grade  of  phosphoric  rock 
to  make  phosphoric  acid  by  the  electrolytical  method,  or  by  the  acid  method — 
one  way  or  the  other? 

Answer.  The  high-grade  rock  is  preferable  for  this  reason — the  high-grade 
rock  is  preferable  for  both  methods. 

Question.  Exactly. 

Answer.  But  equally  so  for  both  methods.  Both  methods  produce  phos- 
phoric acid  of  about  the  same  degree  of  purity ;  regardless  of  whether  you  go 
the  power  route  or  the  acid  route,  you  produce  phosphoric  acid  of  about  the 
same  degree  of  purity.  Therefore,  it  is  on  a  parity,  so  far  as  this  manufgKJture 
of  the  phosphate  material  is  concerned.  By  the  sulphuric-acid  method,  it  yon 
work  with  a  low  grade  of  material,  it  means  that  you  have  to  put  through 
your  bleaching  tanks  a  greater  quantity  of  material,  and  you  have,  therefore, 
greater  handling  costs  per  ton  of  acid  produced. 

In  the  electric-furnace  method  you  also  have  to  handle  a  greater  qjiantity 
of  material,  but  you  also  have  to  supply  flux  and  have  to  supply  power  to 
fuse  that  material  and  convert  it  into  the  slag.  You  actually  may  spend  more 
money  in  taking  care  of  that  material  by  the  electric-furnace  method  than 
you  would  spend  by  the  acid  method.  I  should  say  the  acid  method  probably 
could  handle  a  low-grade  material  probably  with  less  cost  than  the  electric- 
furnace  method. 

Question.  You  would  have  the  handling  charge  in  each  of  those  methods; 
and,  in  addition  to  that,  in  the  electric-furnace  method  you  would  have  to 
supply  power  to  fuse  the  material  and  convert  it  into  slag  and  eliminate  the 
waste? 

Answer.  Yes,  sir. 

Question.  Now,  then,  have  you  anything  else  to  say  in  reference  to  the  acid 
method  as  compared  to  the  electrolytic  production  of  phosphoric  acid?. 

Answer.  No. 

Question.  From  your  studies  of  the  fertilizer  situation,  particularly  the  pro- 
duction of  phosphoric  acid,  is  phosphoric  acid  being  produced  electroljtically 
in  quantities  for  the  fertilizer  business  anywhere  in  the  world?/ 

Answer.  I  know  of  none  for  fertilizer ;  no. 
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Question.  You  know  of  no  place  in  tlie  world  where  it  can  hv  done  economi- 
cally at  this  time? 

Answer.  No ;  I  know  of  no  place. 

Question.  Now,  directing-  your  aiteiition  to  the  fixed-nitrogen  situation,  or 
the  production  of  ]iitrate  or  ammonia  as  it  relates  particularly  to  the  fertilizer 
business,  just  tell  the  commission  what  investigations  you  have  made  in  that 
connection  and  the  result  of  your  observations  and  investigations. 

Answer.  In  1922 — late  in  1921  or  early  in  1922 — I  was  called  in  by  Mr. 
Virginius,  of  J.  P.  Morgan  &  Co.,  to  make  a  study  of  the  world  wide  nitrogen 
situation  for  the  firm  of  J.  P.  Morgan  &  Co.  This  was  in  connection  with  the 
proposed  financing  of  some  nitrogen  proposition,  or  a  synthetic  ammonia 
project.  That  study  lasted  during  all  of  1922  and  practically  all  of  1923,  at 
which  time  I  went  to  Chile  and  investigated  the  nitrate  situation  in  Chile, 
and  also  in  Europe,  gathering  information  regarding  the  production  costs  of 
synthetic  ammonia  and  other  synthetic  nitrogen  products  in  Europe. 

A  report  was  made  at  the  end  of  1923. 

In  1924  I  was  called  upon  to  report  for  two  financial  institutions  regarding 
the  possibility  of  making  synthetic  ammonia  and  ammonia  products  at  Juneau, 
Alaska.  At  that  time  the  Alaska  Coal  Co.  property  had  as  its  only  asset  the 
power  development  there  at  the  rate  of  15,000  horsepower,  and  the  proposition 
was  that  that  power  could  be  taken  over  by  a  company  representing  the  Junior 
Securities,  the  new  company  going  in  to  build  the  plant  having  its  securities 
made  the  primary  securities  with  the  idea  of  making  ammonia  and  shipping  the 
ammonia  products  to  Japan.  At  that  time,  in  1924,  the  price  of  ammonia 
was  relatively  high  as  compared  with  to-day.  Ammonia  sulphate  was  relatively 
high,  and  it  did  look  like  a  fairly  favorable  project,  especially  as  power  could 
be  obtained  at  practically  operating  costs,  there  being  no  charge  for  power  by 
the  company  owning  it  until  the  Junior  Securities  of  that  company  had  received 
their  money ;  and  only  as  the  Junior  Securities  earned  it  would  there  be  any 
cost  for  power  above  the  operating  cost.  On  that  basis,  under  the  conditions 
existing  in  1924,  the  project  looked  sufliciently  attractive  to  be  considered  by 
financial  houses  in  New  l^ork,  but  it  was  not  financed. 

At  the  present  time  I  would  say  that  I  myself  would  not  recommend  the 
project  to  any  financial  house,  because  market  conditions  have  changed.  With 
respect  to  ammonia  and  ammonia  products,  even  with  the  same  financial  set-up, 
I  would  not  recommend  it. 

During  1925  and  1926  I  was  called  upon  to  study  other  methods  for  making 
synthetic  ammonia ;  for  example,  the  cracking  of  natural  gas  down  in  our 
southwest  fields  making  hydrogen,  supposedly  cheaply,  by  the  cracking  of  nat- 
ural gas  and  using  that  for  the  production  of  synthetic  ammonia.  Those  were 
considered  in  New  l^ork,  but  were  never  financed. 

Last  year  about  this  time  I  was  called  upon  to  report  on  a  project  which 
had  to  do  with  a  60,000-horsepower  development  in  Oregon.  The  proiK)sition 
was  put  to  me  that  this  project  was  going  to  cost  less  than  $10  per  horse- 
power-year ;  that  it  could  be  delivered  at  a  plant  which  was  within  $1.50  of  tide- 
water at  Portland,  Oreg.  They  proposed  to  make  ammonia  and  ammonium 
sulphate.  "  Where  are  our  markets,  and  how  do  we  stand  in  those  markets  with 
reference  to  other  sources  of  supply  competing?  "  Our  conclusion  was  that,  even 
with  power  at  less  than  $10  a  horsepower-year,  although  we  had,  possibly,  a 
little  advantage  as  compared  with  plants  located  on  the  Atlantic  coast — for 
competition  with  the  Orient ;  and  that  is  where  the  market  had  to  be ;  it  had 
to  go  to  the  Orient  to  find  a  market — we  were  just  a  little  bit  in  favoi-  of  the 
advantage  over  the  eastern  production,  but  not  the  advantage,  or  only  a  sJiade 
of  advantage,  over  German  production  and  export  to  the  Orient ;  and  that  the 
margin  facing  us  was  not  sufficiently  attractive  to  make  it  a  commercial  ven- 
ture under  the  conditions.  That  project  has  been  around  New  York  for  some 
time,  and  has  not  yet  been  financed,  because  the  margin  is  not  sufficiently 
attractive  for  capital. 

By  Mr.  Dixon  : 

Question.  Why  could  you  not  make  it  on  the  Pacific  coast  and  as  cheaply  as 
In  Germany  and  the  East?    Did  they  make  the  product 

Answer.  You  are  anticipating.  I  am  leading  up  to  that,  and  will  be  glad 
to  bring  it  in  here. 

I  figured  that  with  power  at  $10  a  horsepower-year,  to  make  hydrogen  via  the 
electrolysis  of  water,  and  then  making  the  ammonia  from  that  hydrogen,  you 
could  produce  synthetic  ammonia,  not  Including  capital  charges  on  the  plant,  at 
about  3%'  cents  per  pound  of  ammonia. 
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Now,  by  the  other  method  of  making  hydrogen,  the  water-gas  method  of  mak- 
ing hydrogen,  using  coal  and  coke  as  the  raw  material,  with  coal  at  $2  a  ton 
and  coke  at  $4  a  ton,  you  could  produce  synthetic  ammonia  for  the  same  cost. 
In  other  words.  $10  power  in  Oregon  is  at  a  parity  with  coal  and  coke  in  Vir- 
ginia or  West  Virginia  at  $2  for  coal  and  $4  for  coke. 

Assuming  both  $1.50  to  tidewater  at  a  plant  in  Virginia,  and  $1.50  to  tidewater 
at  a  plant  in  Oregon,  the  $10  is  on  a  parity  with  $2  coal  and  $4  coke. 

Question.  How  do  the  Germans  produce  nitrate? 

Answer.  The  Germans  produce  nitrate  from  the  coal  and  coke,  the  water-gas 
reaction. 

Question.  What  has  become  of  the  production  of  nitrate  from  hydroelectric 
power  in  Norway  that  we  heard  so  much  about  several  years  ago? 

Answer.  Those  plants  are  being  converted  from  the  arc  process,  where  they 
make  nitric  acid  direct,  to  the  synthetic  method,  using  decomposition  of  water. 
Those  are  the  only  plants  of  any  size  in  the  world  using  electrolytic  hydrogen 
methods. 

Question.  What  is  the  cost  of  the  hydroelectric  power  there  per  horsepower- 
year? 

Answer.  Well,  at  one  time — I  will  answer  that  by  referring  to  the  investiga- 
tion tliat  I  made  in  1923  or  1924  for  my  nitrogen  survey  of  the  cost  of  power  at 
that  time.  The  cost  of  power  for  those  nitrogen  plants  was  in  the  order  of  ^7 
a  horsepower  year.  They  were  built  before  the  war,  largely  amortized,  and  the 
direct  costs  were  presented  at  that  time  around  the  order  of  $7  a  horsepower 
year. 

Question.  Then,  with  hydroelectric  power  at  $7  per  horsepower  year,  it  is 
possible  to  economically  manufacture  nitrate? 

Answer.  Depending  upon  the  locality. 

Question.  Yes;  the  distance  to  tidewater? 

Answer.  If  you  have  to  ship  a  long  distance  to  market  it.  it  may  not  be;  $7 
power  would  be  wonderful  power  in  the  South,  in  the  heart  of  the  mountains. 

By  Mr.  Ely  : 

Question.  How  about  Montana? 

Answer.  The  Montana  product  would  have  to  go  to  the  South  by  rail,  or  by 
water  to  the  Pacific  coast,  and  then — I  mean  by  rail  to  the  Pacific  coast,  and 
then  by  water  either  around  to  the  Gulf  ports,  to  get  into  our  markets,  or  else 
into  the  Orient.  A  plant  in  Montana  would  be  at  a  disadvantage,  even  assuming 
equal  cost  at  the  plant,  the  Montana  plant  would  be  at  a  disadvantage  com- 
pared to  the  eastern  coast  plants  in  getting  at  the  oriental  market.  The  rail- 
plus-water  rates  to  the  Orient  from  Montana  would  be  greater  than  the  all-water 
rates  from  Chesapeake  Bay  or  Delaware  River  points,  or  Gulf  points.  I  am 
stating  those  facts  that  have  been  recently  checked. 

By  Mr.  Dixon  : 

Question.  How  extensively  are  nitrates  made  from  coal  and  coke,  as  against 
Chilean  nitrate  sources? 

Answer.  Well,  here,  in  round  numbers,  is  the  picture  of  the  world  nitrogen 
situation  in  1928-29.     Now,  I  can  express  it  in  terms  of  nitrogen : 

The  world  consumes  between  1,700,000  and  1.800.000  tons  of  fixed  nitrogen  a 
year.  Chile  has  been  sending  us,  in  the  form  of  nitrate  of  soda,  between  350.000 
and  400.000  tons  of  fixed  nitrogen. 

Question.  One-fifth  of  the  world's  supply  comes  from  Chile? 

Answer.  Yes ;  the  by-product  of  the  coke  ovens  supplying  nearly  400,000  tons 
of  fixed  nitrogen.  Now,  that  is  700,000  or  800.000  tons  out  of  1,800,000,  leaving 
1.000,000  tons  to  be  supplied  by  synthetic  sources.  The  world's  capacity  to 
produce  synthetic  nitrogen  at  the  present  time  is  estimated  at  very  nearly 
1.300.000  tons. 

Question.  The  possibility  of  producing  it? 

Answer.  The  possibility — 1.000.000  tons  of  synthetic  ammonia  direct,  and 
300,000  tons  by  other  methods. 

Question.  Well,  did  the  Norwegians  produce  1,000,000  tons? 

Answer.  The  Norwegians?  No.  Of  that  1,000,000  of  synthetic  ammonia, 
'  700,000  tons  comes  from  Germany,  or  from  central  Europe.  At  the  present  time 
there  is  less  than  80,000  tons  coming  from  electrolytic  hydrogen,  using  power 
for  the  production  of  the  nitrate. 

Question.  What  is  the  amount? 

Answer.  Eighty  thousand  tons. 


3822      SUBVEY  OF  CONDITIONS  OF  INDIANS  IN   UNITED  STATES 

By  Mr.  Kelly: 
Question.  Out  of  this  production  of  1,700,000  tons  of  synthetic  ammonia,  less 
than  80,000  tons  are  coming  from  the  electrolytic  process  now? 
Answer.  Less  than  80,000. 

By  Mr.  Ely: 

Question.  Is  the  Norwegian  fixed  nitrogen  used  in  this  country? 

Answer.  I  believe  they  are  shipping  some  calcium  nitrate  here.  They  are 
making  a  special  calcium  nitrate  which  is  coming  in  in  small  quantities. 

Question.  And  producing  it  with  $7  power? 

Answer.  The  $7  power  cost  has,  perhaps,  been  changed.  That  was  put  up  to 
me  iij  1923.     I  will  not  say  that  is  the  present  cost  of  their  power. 

Question.  How  much  would  it  cost  to  put  it  down  in  this  country? 

Answer.  Based  on  $7  power? 

Question.  Yes. 

Answer.  Oh,  I  would  have  to  make  some  calculation  on  that. 

By  Major  Newcomek: 

Question.  The  Norwegian  nitrate  can  be  laid  down  in  this  country  in  com- 
petition with  Chilean  nitrate,  can  it? 

Answer.  A  limited  amount  is  being  laid  down.  I  would  not  expect  it  to 
displace  the  Chilean  nitrate.  Of  course,  we  are  producing  some  Chilean  nitrate 
in  this  country  right  now,  down  at  Hopewell,  Ya. 

By  Mr.  Dixon  : 

Question.  Just  below  Richmond? 

Answer.  Yes,  sir ;  and  that  is  coming  from  coal  and  coke,  and  that,  with  the 
source,  nitrate  of  ammonia,  is  via  the  coal  and  coke  method. 

Now,  to  repeat,  with  $10  power,  if  you  had  two  plants,  one  here  with  $10 
power,  and  one  here  with  $2  coal  and  $4  coke,  both  in  the  same  position  with 
.respect  to  the  market,  it  is  doubtful  which  one  would  have  precedence. 

In  view  of  the  possible  economies  that  are  yet  to  be  expected  in  the  coal  and 
coke  method,  probably  capital  would  be  more  inclined  to  favor  the  coal  and 
coke.  The  economies  to  be  expected  in  the  electrolytic  method  are  very  in- 
definite ;  there  has  been  very  little  change  in  the  economies  in  the  electrolytic 
method  for  a  number  of  years.  It  takes  about  the  same  amount  of  power  to 
decompose  water  as  ever.  Of  course,  you  can  not  go  below  the  theoretical 
amount  required  for  decomposition. 

By  Mr.  Keilly: 

Question.  What  is  the  relative  cost  of  the  ammonia  now  as  compared  with 
10  years  ago,  when  the  electrolytic  process  was  being  talked  about  quite  gen- 
erally and  it  was  then  discussed? 

Answer.  It  is  considerably  less — I  would  say  about  40  per  cent  of  the  price 
seven  or  eight  years  ago. 

Question.  It  is  about  40  per  cent  of  what  it  was  seven  or  eight  years  ago? 

Answer.  Forty  per  cent  of  what  it  was  seven  or  eight  years  ago. 

Question.  Now,  during  that  period  there  has  been  nothing  developed  in  the 
electrolytic  process  that  makes  for  cheaper  production  of  ammonia,  but  ad- 
vances have  been  made  in  the  production  of  ammonia  made  from  coal,  coke,  and 
other  sources? 

Answer.  Yes,  sir. 

Question.  Now,  when  you  refer  to  $2  coal  and  $4  coke,  are  $2  coal  and  $4 
coke  available  in  this  area  where  this  market  is  at  this  time? 

Answer.  The  Bureau  of  Mines  figures  for  the  price  of  coal  in  the  Charleston, 
W.  Va.,  field,  for  1927  and  1928,  showed  an  average  realization  of  $1.50  and 
$1.61,  and  for  coke  $2.37. 

Question.  So  that  at  those  prices  there  would  be  a  still  further  variance  in 
favor  of  the  coal  and  coke  process  as  against  the  electrolytic  process? 

Answer.  Yes,  sir. 

By  Mr.  Dixon: 

Question.  Now,  can  you  transport  that  coal  from  Charleston,  W.  Va.,  to 
Hopewell  at  40  cents  a  ton? 

Answer.  No;  I  do  not  say  that  is  the  price  at  Hopewell;  but  I  imagine  that 
the  Du  Pont  plant  at  or  near  Charleston  gets  coal  for  not  over  $2  a  ton. 
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By  Mr.  Ely: 
Question.  What  is  the  Du  Pont  plant? 
Answer.  That  is  a  water-gas  reduction  plant. 
Question.  What  do  thej^  manufacture  there? 
Answer.  They  manufacture  ammonia  there. 

By  Mr.  Dixon  : 

Question.  But  in  making  up  your  cost  as  compared  with  hydroelectric  power 
you  estimate  a  $2  cost  for  the  coal? 

Answer.  $2  a  ton  for  the  coal  and  $4  a  ton  for  the  coke. 

Question.  Now.  the  Hopewell  plant  does  not  get  coal  for  $2  a  ton,  does  it? 

Answer.  No.  If  you  will  recall,  I  stated  that  with  $10  power  and  two  plants — 
one  plant  in  Oregon  and  one  plant  in  Virginia,  the  Virginia  plant  using  coal 
and  coke,  the  Oregon  plant  would  have  a  little  advantage,  but  not  a  suflScient 
advantage  to  make  it  attractive. 

Take  $15  power.  I  figure  that  $15  power  is  equivalent  to  $3.50  coal  and  $6 
for  coke.  Now,  that  is  about  what  you  could  expect  for  delivered  price  of  those 
materials  at  the  plant  in  the  Virginia  and  West  Virginia  fields  if  you  had  to 
go  in  and  buy  it. 

Question.  Then  to  sum  up  your  testimony  you  are  now  saying  to  the  com- 
mission that  even  at  $10  per  horsepower-year  hydroelectric  power  does  not 
make  possible  the  production  of  nitrates  at  this  time? 

Answer.  No :  I  say  that  with  $10  power — I  estimate  that  the  cost  of  making 
ammonia  with  $10  power  is  about  on  a  parity  with  the  manufacture  of  ammonia 
by  the  water-gas  reaction,  using  coal  at  $2  a  ton  and  coke  at  $4  a  ton.  Then  if 
I  was  being  called  upon  to  recommend  or  select  on  or  the  other  I  probably 
would  select  the  water-gas  reaction  plant  rather  than  the  electrolytic  hydrogen 
plant. 

By  Mr.  Kelly: 

Question.  That  is,  assuming  the  plants  to  be  in  the  same  field 

Answer.  In  the  same  field. 

Question.  What  would  be  the  situation  if  you  had  $2  coal  and  $4  coke  in 
the  southeastern  part  of  the  United  States,  as  compared  with  $10  or  $15  power 
in  Montana  on  the  Flathead? 

Answer.  Well,  the  plant  in  the  southeastern  part  of  the  United  States  would 
have  a  decided  advantage :  it  would  have  all  the  freight  rate 

Question.  Could  you  make  nitrate  of  ammonia  from  the  power  at  Flathead 
at  $10  per  horsepower-year,  in  competition  with  coal  and  coke  at  $2  and  $4  a 
ton,  respectively,  in  this  territory  where  the  fertilizer  market  is? 

Answer.  No. 

Question.  Now,  before  you  finish  I  want  to  ask  you  about  the  potash  situa- 
tion. Have  you  made  the  same  investigation  with  reference  to  the  i)otash 
supply  of  this  country? 

Mr.  Ely.  Pardon  me  for  interrupting;  but  before  you  leave  that  what  is  the 
market  price  of  ammonia  now? 

The  Witness.  You  can  buy  ammonia  for  5%  cents  a  pound. 

By  Mr.  Ely  : 

Question.  How  much  do  the  manufacturing  plants  realize  for  it — about  that? 

Answer.  About  that.     Sometimes  distress  loads  are  sold  for  less  than  that. 

Question.  How  much  would  $15  power  enable  you  to  sell  amnionia  for  per 

und? 

Answer.  Well.  $15  power  would  mean  a  cost  of  1.35  cents,  a  manufactured 
cost  of  2.5  cents,  and  a  capital  charge  of  about  1.5  cents. 

Question.  What' was  the  second  figure,  2.5  cents? 

Answer.  2.5  cents  for  other  costs  of  manufacture  than  power. 

Question.  Will  that  total  up 

Answer.  5.5  cents. 

Question.  Then  with  $15  power  you  could  sell  ammonia  at  the  plant  for  just 
about  what  the  present  market  is? 

Answer.  And  pay — that  cent  and  a  half  capital  charge  was  depreciation,  obso- 
lescence, and  interest  on  investment  at  6  per  cent,  taxes  and  insurance. 

Question.  Well,  in  order  to  successfully  operate,  your  other  figures  were  0  025 
and  0.015,  were  they? 

Answer.  1.35  for  power,  2.5  cents  for  other  costs  than  power,  and  1.5  cents 
for  capital  charge. 
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By  Mr.  Dixon  : 
Question.  That  is,  with  $15  power? 
Answer.  Yes ;  with  $15  power. 

Question.  Then,   that  averages  up  with   the  Du  Pont   plant   at   Charleston. 
You  say  the  commercial  price  is  514  cents  now? 
Answer.  I  believe  the  Du  Fonts  are  making  it  at  considerably  less  than  that. 

By  Mr.  Ely  : 

Question.  Those  figures  foot  up  to  5.35  cents,  which  would  be  slightly  under 
the  present  market. 

Answer.  Well,  I  said  that  $15  power  is  preferable  to  $3.50  coal  and  $6  coke. 
I  do  not  believe  Du  Pouts  are  paying  that  for  their  coal  and  coke;  I  believe 
they  are  making  it  for  less  than  that. 

By  Mr.  Dixon  : 

Question.  Well,  do  your  statements  argue  that  the  prospect  of  bringing  in 
cheaper  fertilizer  at  Muscle  Shoals  has  disappeared,  then,  as  against  coal  pro- 
duction for  nitrates? 

Answer.  Well,  I  had  better  not  make  reference  to  Muscle  Shoals  but  just 
say  thar  from  my  findings,  in  my  estimation,  $15  power  is  only  comparable  to 
$3.50  coal  and  $6  coke  for  the  manufacture  of  nitrate. 

I  do  not  know  anything  about  the  costs  at  which  Muscle  Shoals  power  might 
be  obtained  at  the  present  time,  and  I  do  not  know  what  has  developed  in  the 
past  with  Muscle  Shoals  power. 

They  have  changed  the  power  situation  and  power  cost  there. 

Question.  Yes;  but  your  statement  is  that  you  have  to  have  hydroelectric 
power  at  $10  per  horsepower-year  to  be  equivalent  to  $2  coal  and  $4  c  >ke  at 
Charleston,  W.  Va.,  for  the  Du  Pont  plant? 

Answer.  Yes;  $10  horsepower  is  about  e<iuivalent  to  $2  coal  and  $4  coke,  if 
you  had  the  two  plants  adjacent,  or  in  the  same  relative  position  with  respect 
to  the  market. 

Question.  Yes. 

Answer.  But  $10  power  in  Montana  would  not  be  comparable  to  $2  coal  or 
$4  coke  in  West  Virginia  or  Virginia  or  the  South. 

By  Mr.  Ely  : 

Question.  Assuming  that  the  Du  Pont  plant  can  sell  for  5%  cents  a  pound 
and  that  in  Montana  ammonia  could  be  produced  for  5.35  cents,  and  ycu  had  to 
lay  them  both  down  at  Chicago,  have  you  any  idea  what  the  compartive  costs 
would  be? 

Answer.  Well,  now,  let  me  figure  up — I  think  if  you  had  to  lay  it  down  at 
Chicago  the  costs  would  probably  be  a  little  less  for  Du  Pont  than  for  Montana. 
But  none  of  this  ammonia  is  going  into  the  fertilizer  business.  This  is  ammonia 
that  is  being  produced  for  other  uses,  so  far,  at  the  5i/^-cent  rate. 

Question.  In  commercial  uses? 

Answer.  Yes.  The  only  ammonia  that  I  know  of  in  this  country  to-day  that 
is  produced  synthetically  going  into  the  fertilizer  use  is  the  Hopewell  produc- 
tion, and  some  of  that  old  production  at  Syracuse  may  be  going  in.  I  do  not 
think  that  any  of  this  Du  Pont  production  is  yet  going  into  fertilizer  uses. 

By  Mr.  Dixox : 

Question.  Well,  is  the  Hopewell  plant  near  Richmond — do  they  use  the  syn- 
thetic process  to  produce  ammonia  for  fertilizers? 

Answer.  They  produce  ammonia  by  the  water-gas  reaction  method,  and  then 
they  haul  down  calcium  of  soda  from  their  Syracuse  plant,  and  use  that  to 
prcKluce  hydrogen,  and  produce  the  ammonia  by  the  oxidation  jirocess :  and  then 
haul  down  sodium  carbonate  from  Syracuse  by  water  to  Hoi)ewell,  and  use 
that  to  neutralize  the  nitric  acid  and  produce  nitrate. 

Question.  Who  owns  the  Hoi)ewel]  plant? 

Answer.  The  Allied  Chemical  Co.  ,.,  >, 

By  Mr.  Ely: 

Question.  Is  that  process  that  you  have  just  mentioned  different  from  the 
electrolytic  process;  do  .vou  know? 

Answer.  Up  to  the  point  of  producing  hydrogen,  yes;  from  the  point  of 
bringing  hydrogen  and  nitrogen  together,  for  the  purpose  of  making  ammonia, 
they  are  similar. 

Question.  Do  you  know  what  it  cf)sts  to  produce  ammonia  at  Hopewell? 

An.swer.  I  do  not  know  definitely.    I  can  make  an  estimate. 
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Question.  What  would  you  guess? 

Answer.  My  estimate  is  that  it  is  something  between — somewhere  around  Sy^ 
cents  a  pound. 

Question.  It  is  a  cheaper  method,  then,  than  the  method  used  by  the  Du  Fonts 
or  the  method  which  would  be  used  by  utilization  of  the  hydroelectric  energy? 

Answer.  No.  I  think  Du  Font's  costs  of  producing  ammonia  are  as  low  as, 
if  not  slightly  lower  than,  Hopewell  costs. 

Question.  Then  I  have  confused  your  figures  on  that.  You  said  the  Hope- 
well cost  ran  about  3%  c?nts  a  pound. 

Answer.  Well.  I  am  not  speaking  of  capital  charges.  I  am  speaking  of  raw 
material  and  labor. 

Question.  As  I  understand  your  Du  Font  figures,  the  cost,  including  11/2  cents 
capital  charge,  Avould  run  to  5.35  cents.     Is  that  correct? 

Answer.  Will  you  kindly  repeat  that? 

Question.  I  say,  as  I  understood  your  figures  for  the  Du  Font  proposition,  it 
would  bring  the  cost,  exclusive  of  capital  charges,  to  5.35  cents,  less  1.5.  down 
to  4.25 ;  and  if  you  exclude  capital  charges  from  the  Hopewell  costs,  you  think 
that  would  run  to  about  3.5  cents? 

Answer.  That  is  my  estimate. 

Question.  Less  than  the  Du  Font,  in  other  words? 

Answer.  No:  I  think  there  is  still  confusion.  I  think  that  Hopewell  has  to 
pay  a  little  more  for  coal  and  coke  than  does  Du  Font :  I  think  so.  And  there- 
fore Hopewell  costs,  before  capital  charges,  are  pi-obably  a  little  higher  than 
Du  Font  costs. 

By  Mr.  Dixon  : 

Question.  Hopewell  uses  the  Alleghany  coal,  of  course? 
Answer.  Yes.  sir;  it  uses  Virginia  and  West  Virginia  coal. 

By  Mr.  Ely  : 

Question.  How  much  do  you  think  the  coal  costs  at  Hopewell? 
Mr.  Dixon.  3.5  cents,  he  has  just  estimated. 

Mr.  Ely.  No  ;  the  coal,  I  mean ;  $3.50  I  understood  is  the  delivered  price  in 
West  Virginia.     Have  you  any  idea  what  it  would  be  at  Hopewell. 
Mr.  Dixon.  I  think  he  said  $1.61. 
The  Witness.  $1.61  is  the  realization  at  the  mine. 

By  Mr.  Ely: 

Question.  Yes ;  but  later  you  said  that  $3  coal  and  $6  coke  wa:3  about  the 
delivered  price  in  West  Virginia,  as  I  understood. 

Answer.  I  am  afraid  I  have  been  a  little  confusing.  I  said  S3.50  coal  and 
$6  coke,  which  was  a  liberal  estimate  of  the  cost  of  gathering  those  materials 
in  West  Virginia  or  Virginia,  is  about  on  a  parity  with  $15  power  for  making  it 
the  other  way. 

Now,  the  $1.61 — that  is  the  realization  at  the  mine — that  allows  $1.90  freight 
to  the  consumer  of  the  coal. 

Question.  You  have  some  figures  to  work  with.  Have  yon  any  estimate  as 
to  what  the  coal  actually  costs  at  Hopewell?     Would  it  run  about  $3.50? 

Answer.  I  estimate  that  the  coal  at  Hopewell  may  cost  between  $3  and  $3.50 
a  ton. 

Question.  That  would  bring  the  Hopewell  cost  slightly  under  the  equivalent  of 
$15  power,  w^ould  it  not? 

Answer.  Yes. 

Question.  You  think  there  would  be  a  freight  differential  in  favor  of  Hopewell 
laying  down  ammonia  at  Chicago,  as  against  ammonia  laid  down  at  Chicago 
from  Flathead? 

Answer.  Yes.  But  I  was  just  wondering  whether  there  could  be  any  larger 
movement  of  ammonia  to  Chicago  from  any  source,  because  there  is  so  much 
by-product  ammonia  out  there  that  it  is  not  a  logical  movement  of  ammonia  at 
the  present  time. 

By  Mr.  Dixon  : 
Question.  You  mean  from  the  packing  houses? 

Answer.  From  the  by-products  of  the  coke  ovens  at  Joliet  and  South  Chicago. 
A  lot  of  that  ammonia  moves  eastward  and  south. 

Mr.  Ely.  I  have  some  otlier  questions  that  I  will  be  glad  to  take  up  later. 
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By  Mr.  Kelly  : 

Question.  One  other  question,  Mr.  Wells,  to  cover  your  investigation  of  the 
potash  situation  whieli  you  have  made: 

Will  you  tell  the  commission  why  you  made  it  and  under  whose  jurisdiction 
the  investigation  was  being  made? 

Answer.  I  forgot  to  mention  that.  During  the  war  I  was  in  Washington 
handling  sulphuric  acid  for  the  War  Industries  Board.  In  handling  sulphuric 
acid  in  the  War  Industries  Board,  I  became  quite  well  acquainted  with  the 
fertilizer  industry  and  the  men  who  were  in  that  industry,  and  w'ith  the  plants 
and  with  their  sources  of  supply,  and  with  the  cost  of  potash,  phosphate,  and 
nitrogen  material. 

At  the  end  of  the  war  you  may  recall  the  suggestion  was  made — or  during 
the  war  we  made  strenuous  efforts  to  develop  a  potash  industry  in  this  country. 
Five  or  six  various  schemes  were  started.  At  the  close  of  the  war  it  was  sug- 
gested that  this  country  should  afford  a  tariff  protection  to  the  potash  pro- 
ducers. And  I  was  called  upon  by  the  Bureau  of  Mines  to  make  a  report  for  a 
committee  of  Congress  that  was  considering  the  entire  situation,  and  say  what 
were  the  economic  possibilities  for  potash  producers  in  this  country. 

And  in  connection  with  that  survey,  I  went  to  the  sources  of  potash  in  this 
country — the  green  sands  project  in  New  Jersey;  the  shales  of  Georgia:  the 
molasses  waste  of  Baltimore;  the  saline  lakes  of  Nebraska;  the  adaniite  depos- 
its in  Utah ;  the  leucite  deposits  in  Wyoming ;  and  I  did  not  go  out  there,  but 
I  got  reports  from  the  Truna  potash  deposits,  or  the  saline  deposits  of  southern 
California,  and  made  a  report. 

Question.  Just  generally,  what  were  your  conclusions  as  to  the  ])()ssibilities 
of  potash  development? 

Answer.  With  the  possible  exception  of  the  saline  deposits — that  is,  salt  beds 
of  the  saline  lakes  of  southern  California — there  was  very  little  hope  of 
developing  a  potash  industry  of  any  consequence  in  this  country. 

Question.  Do  you  know  of  any  potash  available  within  500  or  1,000  miles  of 
the  Flathead  project  in  Montana? 

Answer.  None  of  any  economic  importance. 

By  Mr.  Dixon: 

Question.  Has  there  not  been  some  developed  in  Utah,  in  those  lakes  there, 
those  marshy  beds,  south  of  Salt  Lake? 

Answer.  The  plant  was  put  in  there  primarily  for  magnesium  salts.  The 
potash  was  obtained  in  a  small  amount.  But  there  are  big  manganese  plants 
now  operating  around  Salt  Lake;  there  is  no  potash  derived,  however.  The 
potash  deposits  at  Marysville,  Utah,  are  not  an  economic  proposition  at  the 
present  time,  unless  some  one  can  come  along  and  devise  a  way  of  producing 
high-grade  alumina  at  the  same  time  in  connection  with  the  potash  production. 
But  no  one  has  been  able  to  do  it  yet. 

Up  in  Wyoming,  in  the  leucite  hills,  the  same  people  who  operated  in  Salt 
Lake  City  sunk  about  a  million  dollars  in  trying  to  make  potash  out  of  those 
leucite  deposits  of  Wyoming,  and  got  nowhere. 

I  know  of  no  commercial  deposits  of  potash  within  1,000  miles  of  Flathead. 

By  Mr.  Kelly: 

Question.  Marysville,  Utah,  has  been  mciit i<ine;l  here.  Have  yon  investigated 
that  possible  source? 

Answer.  Yes,  sir :  the  Marysville  deposit — the  mineral  there  is  a  potassium 
and  aluminum  sulphate,  and  it  was  hoped  that  Armour  &  Co.,  or  the  Armour 
fertilizer  works,  at  one  time  were  very  greatly  iiitoiosicd  and  had  invested  in 
that,  and  it  was  hoped  that  they  could  take  thjit  material  and  calcino  it.  ren- 
dering the  aluminum  sulphate  soluble  and  the  potash  Insoluble,  and  extract 
the  aluminum  sulphate  from  the  potash  and  get  a  potash  product. 

But  they  found  that  unless  they  could  produce  a  high  grad(^  oi  alumina 
from  that  aluminum  sulphate  the  project  would  not  be  coiiiineK  ially  feasible. 
And.  as  I  say,  I  know  of  a  number  of  men  who  have  tried  to  elear  up  that 
aliniiiniiin  sulphate  to  make  it  commercial  alumina  and  have  not  succeeded,  and 
the  ]»lant  has  been  idle  for  a  nnmber  of  years;  and  at  the  present  time,  until 
somebody  comes  along  and  solves  this  problem,  It  Is  not  a  commercial  project. 

Whether  or  not  it  would  be,  If  one  could  solve  that  problem,  remains  to  be 
demonstrated. 

Mr.  Ketxy.  That  Is  all. 
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Mr.  Forbes.  Mr.  Cliaiiman,  I  was  out  of  the  room  part  of  the  time,  and  I 
will  ask  Mr.  Wheeler  to  ask  the  questions  of  this  witness. 

Cross-examination  by  Mr.  Wheeilek: 

Question.  I  have  a  few  questions  I  would  like  to  ask  you.  Mr.  Wells,  in 
regard  to  this.  Fii*st,  as  I  understand  it,  you  have  been  quite  extensively  con- 
nected with  investigations  for  the  Anaconda  Copper  Co.  in  connection  with 
the  manufacture  of  sulphuric  acid,  in  order  to  eliminate  the  smoke  hazard,  and 
also  in  connection  with  the  production  of  supei-phosphate  by  the  sulphuric-acid 
process  ? 

Answer.  To  make  my  statement  accurate,  I  have  been  engaged  by  the  Ana- 
conda Smelter  Smoke  Commission;  that  was  my  first  engagement — by  the 
•commission. 

Question.  But  you  have  investigated  all  of  these  things  in  that  connection? 

Answer.  Yes,  sir. 

Question.  Well,  at  Anaconda  the  purpose  of  making  sulphate  fertilizer  from 
sulphuric  acid  is  largely  to  get  a  market  for  the  disposal  of  its  sulphuric  acid, 
is  it  not? 

Answer.  It  is  a  start  in  that  direction. 

Question.  What  does  the  sulphuric  acid  cost  per  ton,  delivered  to  the  phos- 
phate plant  of  the  Anaconda  Co.? 

Answer.  About  $3.50  a  ton. 

Question.  Well,  it  being  the  case  that  the  Anaconda  Copper  Co.  makes  this 
phosphate  for  the  purpose  of  disposing  of  the  acid,  there  would  not  be  any 
Inducement  for  them  to  originate  and  develop  a  pla*nt  for  manufacturing  phos- 
phoric acid  by  the  electric  process,  would  there? 

Answer.  The  Anaconda  Co.  itself  might  not,  but  they  are  naturally  interested 
to  know  whether  somebody  else  will  come  along  and  produce  phosphoric  acid 
:at  a  lower  cost  than  they  could  produce  it  by  the  other  method;  and  their 
plans  for  development  would  have  to  be  governed  by  the  possibilities  to-day 
•of  somebody  else  doing  that  very  thing. 

Question.  Do  they  not  still  have  a  surplus  of  sulphuric  acid  that  they  would 
like  to  turn  into  superphosphate  if  they  could  sell  more  superphosphate? 

Answer.  Yes  ;  I  think  so. 

Question.  In  order  to  successfully  operate  a  high-analysis  fertilizer  plant, 
so-called,  or  a  mixed  fertilizer  plant,  it  is  necessary  to  have  a  supply  of  nitrogen 
or  ammonia,  and  also  a  supply  of  potash,  is  it  not? 

Answer.  If  you  are  going  into  the  mixed  fertilizer  business,  yes.  If  you 
are  in  the  business  of  supplying  high-grade  phosphate  fertilizer  alone,* no. 

Question.  AVell,  is  not  the  mixed  fertilizer  business  the  one  that  is  most  desir- 
able from  the  standpoint  of  the  fertilizer  manufacturer? 

Answer.  For  the  retail  manufacturer,  yes ;  for  the  wholesale  manufacturer, 
not  necessarily  so. 

Question.  Does  the  Anaconda  Copper  Co.  have  a  supply  of  nitrogen  available, 
or  ammonia? 

Answer.  The  Anaconda  Co.  is  buying  a  small  amount  of  ammonia  now ;  yes. 

Question.  What  do  they  pay  for  it  a  ton  at  the  present  time? 

Answer.  I  will  have  to  refer  to  somebody  else  for  that ;  I  do  not  know  what 
they  do  at  the  present  time. 

(After  a  consultation:) 

About  314  cents. 

Question.  Well,  can  you  inquire  of  that  same  person  what  it  is  at  Ana- 
<'onda? 

Answer  (after  a  consultation).  A  little  over  5  cents. 

Question.  In  order  to  manufacture  nitrogen  by  the  electric  process,  it  is  neces- 
sary to  own  some  patents,  is  it  not,  or  have  the  use  of  them? 

Answer.  Or  have  the  use  of  them ;  yes. 

Question.  Does  the  Anaconda  Co.  have  any  such  patents? 

Answer.  Not  that  I  know  of. 

Question.  In  order  to  make  the  phosphoric  acid,  or  the  superphosphate,  most 
successful  by  the  sulphuric  acid  process,  I  think  you  said  it  was  desirable  to 
have  a  very  high  grade  of  sulphate  rock? 

Answer.  It  is  desirable,  yes;  you  handle  less  material;  equally  so 

Question.  Do  you  know  what 

Mr.  Kelly.  Just  a  moment ;  let  him  finish. 

The  Witness.  I  say,  equally  so  with  the  other  method. 
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By  Mr.  Wheeleir: 

Question,  Now,  do  you  know  what  the  analysis  of  phosphoric  acid  as  pro- 
duced at  Anaconda  is? 

Answer.  The  phosphoric  acid  itself? 

Question.  Yes. 

Answer.  It  contains  about  52  per  cent  P-Oo,  just  as  iise<^l  in  other  processes. 

Question.  What  per  cent  of  other  infcredients? 

Answer.  Well,  there  would  be  water. 

Question.  What  per  cent? 

Answer.  Fifty-two  per  cent  P2OB  is  about  85  per  cent  of  P3O4;  and  then  the 
other  15  per  cent  would  be  uncombined  water,  a  small  amount  of  iron  in 
solution. 

Question.  Well,  the  other  155  per  cent  would'  be  classed  as  impurities,  would 
they  not? 

Answer.  Not  the  water  content;  no,  sir. 

Question.  Well,  as  "excess  baggage"? 

Answer.  Well,  it  is  "  excess "  which  could  be  removed  by  evaporation  if  it 
paid  to  do  it :  but  for  the  use  to  which  that  phosphoric  acid  is  put,  that  15 
per  cent  is  not — it  does  not  pay  to  spend  the  money  to  drive  it  off.  to  evaporate  it. 

Question.  What  would  it  cost  to  drive  off  the  water? 

Answer.  I  do  not  recall  offhand  what  that  might  be. 

Question.  Are  there  any  valuable  by-products  that  result  from  the  manufac- 
ture of  phosphoric  acid  by  the  sulphuric  acid  process? 

Answer.  Well,  you  get  calcium  sulphate. 

Question.  What  is  that  worth  per  ton? 

Answer.  It  depends  upon  the  locality. 

Question.  At  Anaconda? 

Answer.  I  think  they  give  no  credit  in  their  operations  to  the  calcium  sul- 
phate ;  I  do  not  know  of  any  quantity  being  sold. 

Question.  Are  there  any  other  by-products? 

Answer.  No. 

Question.  How  much  calcium  sulphate  is  produced  per  ton  of  phosphoric 
acid? 

Answer.  Starting  off  with  32  per  cent  P2O5  rock 

Question.  Starting  off  with  the  rock  that  they  use  there? 

Answer.  When  you  are  asking  that  question,  I  will  have  to  spend  a  little 
time  figuring  it  out. 

Question.  Well,  I  do  not  know  that  that  is  important  if  they  do  not  get  any- 
thing for  it.    But  they  have  to  handle  it. 

Answer.  I  think  they  have  sold  a  small  amount  of  lime  calcium,  but  I  do  not 
believe  it  amounts  to  a  great  deal. 

Question.  Are  there  any  valuable  by-products  produced  from  the  electric- 
furnace  method  of  making  phosphoric  acid? 

Answer.  There  are  no  by-products  being  produced  under  present  methodi* 
of  operation. 

Question.  Are  you  sure  of  that? 

Answer.  Not  in  this  country. 

Question.  What  do  they  make  ferromanganese  out  of? 

Anf*sver.  They  make  it  out  of  phosphoric  acid. 

Question.  Do  they  not  make  ferromanganese  there? 

Answer.  Yes :  they  make  a  small  amount  of  ferromanganese  there. 

Question.  What  is  ferromanganese  worth  at  the  present  time? 

Answer.  I  do  not  know. 

Question.  Do  you  know  how  much  they  could  obtain  of  tliat  from  phosphoric 
ncld? 

Answer.  I  do  not. 

Mr.  DrxoN.  The  witness  is  requested  either  to  turn  his  head  to  tlie  right, 
facing  the  chairman,  or  else  to  speak  louder,  so  that  he  can  be  hoard. 

By  Mr.  Whefxer  : 

Question.  Can  you  not  make  aluminous  cement  from  the  slag  that  is  produced 
from  the  electric  furnace? 

Answer.  Well.  I  do  not  know  where  you  are  going  to  get  the  alumina  ;  that 
KH'k  does  not  have  a  large  quantity  of  alumina. 

Questlfm.  Well,  is  there  not  plenty  of  alumina  available  in  the  crust  of  the 
earth'8  surface,  in  the  form  of  clay? 

Answer.  What  you  are  trying  to  do  is  to  flux  the  calcium  phosphate.  Your 
rock  consists  essentially  of  calcium  phosphate.     It  may  have  a  small  amount 
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(►1  -^ilica  present,  or  it  may  have  a  small  ainouiir  of  liine  in  otlier  forms  present. 
You  would  have  to  supply  silica  to  flux  tlie  lime  of  tliat  calcium  phosphate,  and 
I  do  not  know  where  you  are  s<^^ing  to  get  the  alumina. 

Question.  Well,  is  there  not  plenty  of  silica  available  around  there,  in  the 
form  of  quartz? 

Answer.  There  is  plenty  of  dirt  which  may  contain  50  or  60  per  cent  of  silica, 
but  of  which  not  more  than,  possibly,  30  or  40  per  cent  is  available  as  a  flux 
to  flux  the  lime  of  the  calcium  phosphate. 

Now,  if  you  are  going  to  flux,  that  lime,  you  want  to  get  the  highest  grade 
of  silica  you  can  afford  to  pay  for,  because  of  the  difference  between  smelting 
this  low  cost,  low-grade  silica  material  as  compared  with  the  cost  of  smelting 
high-grade  silica  material,  always  remembering  that  every  ton  of  material  you 
put  into  the  furnace  takes  power  to  smelt. 

Question.  Have  you  investigated  the  possibility  of  making  aluminous  cement 
at  Anaconda,  or  in  Montana,  as  a  by-product  of  the  electric  smelting  of  phos 
phoric  acid? 
.     Answer.  No,  sir. 

Question.  Do  you  n(.t  know  that  there  is  any  quantity  of  almo-t  pure  quartz 
in  the  State  of  Montana  that  can  be  had  anywhere  in  the  mountain  region — 
almost  all  pure  silica? 

Answer.  No,  sir ;  I  do  not  know  there  there  is  any  quantity  of  very  pure 
quartz  to  be  had  anywhere. 

Question.  Do  you  know  that  there  is  not  quartz  there? 

Answer.  I  do  not  know  that  there  is  not  quartz  there.  I  know  some  of 
the  highest-grade  quartz  is  in  Montana ;  but  I  do  not  know  that  it  can  be 
purchased  anywhere. 

Question.  Do  you  know  that  there  is  any  bauxite  in  Montana? 

Answer.  There  are  deposits  of  alumina  material  in  Montana. 

Question.  That  could  be  used  to  furnish  aluminous  content  for  high-grade 
aluminous  cement? 

Answer.  But  I  do  not  follow  the  method ;  I  do  not  see  why,  if  you  put 
alumina  into  the  furnace,  it  is  going  to  make  phosphoric  acid.  I  do  not 
follow  the  method. 

Question.  Well,  is  it  not  possible  to  use  the  slag  from  the  electric  furnace 
for  manfacturing  aluminous  cement  if  you  furnish  the  materials? 

Answer.  Well,  I  suppose  that  you  could  mix  alumina  w^ith  that  lime  and 
silica  and  make  a  calcium  aluminate  slag ;  but  at  the  moment  it  seems  to  me 
rather  a  far-fetched  suggestion. 

Question.  How  many  tons  of  slag  are  produced  per  ton  of  phosphoric  acid? 

Answer.  Well,  let  us  see:  To  produce  1  ton  of  P2O5  you  would  need  about 
3.7  tons  of  phosphate  rock,  and  possibly  half  a  ton,  say,  of  silica ;  so  that  we 
have  4.2  tons  going  into  the  furnace.  Some  of  that  may  be  carbon  dioxide. 
It  would  produce  something  over  3  tons  of  slag. 

Question.  What  is  aluminous  cement  worth  a  ton?  Take  the  aluminous 
cement  that  is  produced  by  the  Atlas  Cement  Co.,  for  example. 

Answer.  Where — in  Montana? 

Question.  Well,  at  their  plants ;  take  any  one  of  their  plants ;  what  do  they 
sell  it  for  on  the  market? 

Answer.  I  think  aluminous  cement  is  probably  selling  for  about  $3  a  barrel. 

Question.  That  is  not  much  more  than  the  price  of  ordinary  cement,  is  it? 

Answer.  Well,  I  know  that  ordinary  cement  is  being  sold  to  dealers  around 
$2  a  barrel. 

Question.  Well,  does  not  aluminous  cement,  or  quick-setting  cement,  make 
concrete  from  which  you  can  remove  the  form  in  from  24  to  36  hours — does 
not  that  sell  for  very  much  more  than  ordinary  cement? 

Answer.  No.  sir.  If  you  are  going  to  go  into  a  discussion  of  the  cemenr 
business,  and  high-grade  cements,  you  are  runing  into  a  pretty  big  field — in 
which  I  think  I  can  follow  you.  I  know  cement  plants  that  are  making  high 
J:trength,  early  setting  cement,  without  any  high  alumina  materials:  they  are 
producing  it  just  with  the  ordinary  grades  of  material,  without  any  reference 
to  high  alumina  materials  going  into  it.  Whether  or  not  high  alumina  cements 
are  going  to  compete  in  the  future  with  cements  giving  equal  qualities,  but 
produced  without  high  alumina,  is  yet  to  be  worked  out. 

Question.  Well,  that  is  a  problem.  Do  you  find  that  high  aluminous  cements 
are  sold  on  the  markets  at  very  much  higher  prices  than  other  cement?  Is  not 
that  true? 

Answer.  In  some  markets  they  are,  and  in  others  not. 
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Question.  Take  this  market.    Are  they  not  sold  higher  in  this  market? 

Answer.  In  this  market,  probahly  yes.     In  the  Seattle  market,  no. 

Question.  How  much  higher  here? 

Answer.  I  do  not  know. 

Question.  What  would  be  your  best  judgment? 

Answer.  I  would  say  about  $1  a  barrel  more. 

Question.  Is  there  any  cement  used  in  the  State  of  Montana? 

Answer.  I  think  a  small  amount,  but  the  cement  plant  that  has  been  oper- 
ating in  Montana  has  been  shut  down  most  of  the  time. 

Question.  Was  the  Helena  (?)  plant  shut  down? 

Answer.  That  was  shut  down  a  good  deal  of  the  time. 

Question.  Is  it  shut  down  now? 

Answer.  I  do  not  know. 

Question.  What  about  the  one  at  Spokane,  Wash.? 

Answer.  They  are  having  a  terribly  hard  road  to  keep  operating:  they  work 
50  per  cent  of  the  capacity. 

Question.  Do  they  not  use  a  lot  of  cement  in  Idaho,  Washiuuton.  Montana, 
and  Wyoming? 

Answer.  Washington  uses  a  total  of  about  2,300,000  barrels  of  cement  a 
year,  of  which  something  over  1,800.000  is  west  of  the  Cascades.  Idaho  I  do 
not  know  about.  Montana  I  do  not  know,  but  I  would  assume  it  was  something 
less  than  half  a  million  barrels. 

Question.  Less  than  half  a  million? 

Answer.  Yes. 

Question.  What  would  you  say  was  a  reasonable  estimate  for  the  amount 
of  cement  that  is  used  in  Washington,  Montana,  Idaho,  and  Wyoming,  in  the 
general  vicinity  of  the  Flathead  Lake  or  Flathead  River  district — say  within 
a  shipping  radius  of  300  or  400  miles? 

Answer.  Well,  I  would  be  surprised  to  learn  that  it  would  amount  to 
a  quarter  of  a  million  barrels  a  year. 

Question.  How  much? 

Answer.  A  quarter  of  a  million  barrels  a  year.  I  would  be  surprised  to 
learn  that.    Would  that  include  Spokane  in  that  radius? 

Question.  Yes,  sir. 

Answer.  Then  I  will  have  to  change  that. 

Question.  It  includes  a  considerable  part  of  eastern  Washington. 

Answer.  Well,  then,  it  may  be  500,000  or  600,000  barrels  a  year. 

Question.  Well,  what  would  that  weigh— 600,000  barrels? 

Answer.  Cement  weighs  376  pounds  per  barrel. 

Question.  Well,  it  is  ordinarily  taken  as  90  pounds  to  the  bag  or  380  pounds 
to  the  barrel,  is  it  not? 

Answer.  Yes.    I  am  running  376  pounds  to  the  barrel. 

Question.  Well,  the  standard  specification  is  380  pounds.  But  that  is  a 
sftiall  difference.  All  right,  then,  how  many  tons  in  600,0(X)  barrels  of  cement, 
just  roughly? 

Answer.  Well,  I  must  make  a  calculation.  [After  a  pause.]  Six  hundred 
thousand  barrels,  roughly,  would  take — 100  pounds  to  the  barrel — 5  barrels  per 
ton. 

Question.  Yes. 

Answer.  So  that  600,000  barrels  would  be  120.000  tons. 

Question.  All  right.  Now,  how  much  phosphoric  acid  by  the  el*  ctric  process 
would  be  made  with  a  plant  which  used  lOO.(XH)  horseiwwer.  all  of  it  going 
into  phosphoric  acid? 

Answer.  All  of  it  going  into  phosphoric  acid? 

Question.  Assuming  for  the  moment  that  it  all  went  Into  phosphoric  acid? 

Answer.  One  hundred  thousand  horsepower  would  produce  240  tons  a  day  of 

P2   Ob. 

Question.  Well,  just  confine  it  to  P2  Oo,  and  that  will  be  how  much  a  year? 

Answer.  About  87,600  tons. 

Question.  And  if  they  produced  three  tons  of  slag  per  ton  of  phosphoric  acid, 
■which  would  be  available  for  the  manufacture  of  cement,  they  would  bo  turn- 
ing out  approximately  70,000  tons  of  cement? 

Answer.  Now,  wait  a  minute.  If  you  are  going  to  make  aluminous  cement, 
you  upset  the  whole  schedule  of  these  figures,  because  so  far  I  have  not  allowed 
for  any  alumina  In  this  slag. 

Question.  All  right.    Just  add  the  alumina  and  how  much  will  it  make? 

An.swer.  Well,  how  much  alumina  do  you  want  in  the  slair? 

Question.  Well,  I  am  asking  you  to  tell  me. 
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Answer.  Well,  I  am  not  making  any  alumina  slag.     [Laughter.] 

Question.  Then  you  do  not  know  how  much  is  required? 

Answer.  I  do  not  know  until  you  tell  me  how  much  alumina  you  want  in  your 
slag. 

Question.  Do  you  know  what  should  be  used? 

Answer.  For  making  alumina  slag? 

Question.  Alumina  slag? 

Answer.  No ;  I  do  not  know. 

Question.  What  are  the  various  methods  of  producing  nitrogen  with  which 
you  are  familiar? 

Answer.  The  two  principal  synthesis  methods,  one  by  the  hydrogen  obtained— 
the  principal  synthesis  method,  hydrogen  being  obtained  by  the  electrolysis 
of  water,  hydrogen  being  obtained  by  the  water-gas  reaction  method,  so-called ; 
hydrogen  may  also  be  obtained  as  a  by-product  from  other  operations. 

Question.  What  raw  materials  are  used  there? 

Answer.  Caustic  soda. 

Question.  What  other  raw  materials  are  used  beside  caustic  soda? 

Answer.  There  is  salt. 

Question.  That  is  sodium  chloride? 

Answer.  That  is  sodium  chloride. 

Question.  Any  others? 

Answer.  I  do  not  recall  any ;  I  do  not  know  of  any  others. 

Question.  All  right.    What  are  the  other  methods  of  making  nitrogen? 

Answer.  Well,  there  is  a  possibility  of  making  nitrogen — shall  I  name  some  of 
the  methods  of  making  hydrogen? 

Question.  Yes ;  all  the  methods  that  you  know  of  for  making  ammonia  which 
could  be  used  in 

Answer.  Well,  I  mentioned  three  sources  of  hydrogen.  Now^  there  is  another 
source  of  hydrogen  in  our  natural  gas  resources,  high  ethylene,  or  high  me- 
thane— ethylene,  which  can  be  cracked  to  produce  carbon  and  hydrogen  at  the 
same  time.  The  so-called  Durmer  method,  which  is  coming  on  the  market,  is  a 
method  of  producing  it  from  natural  gas. 

Question.  Is  that  a  cheap  method  of  getting  it? 

Answer.  It  depends  on  the  cost  of  getting  hydrogen — it  depends  on  the  cost  of 
getting  gas. 

Question.  Suppose  you  could  get  the  gas  for  almost  nothing? 

Answer.  Well,  you  could  sell  your  carbon  at  the  present  market  price  for 
carbon.  It  is  a  very  cheap  method  of  getting  hydrogen.  Then  the  gasses  from 
the  cracking  of  petroleum,  cracking-fuel  oils,  are  used  in  the  production  of 
hydrogen.  That  gas  is  now  being  used  as  the  source  of  hydrogen  for  some 
other  purposes. 

Now,  those  are  the  sources  of  hydrogen  being  made,  we  will  say,  by  the  direct 
synthesis  method. 

Then  you  have  the  cyanamide  metliod  and  the  direct  arc  method. 

Question.  Will  you  explain  the  cyanamide  method? 

Answer.  Start  with  calcium  carbide;  produce  calcium  carbide  and  add  nitro- 
gen to  that,  and  form  calcium  cyanamide,  and  pass  nitrogen  over  the  carbide ; 
then  that  cyanamide  is  decomposed  by  the  water-vapor  method  to  produce 
ammonia. 

Question.  All  right.     What  was  the  other  method? 

Answer.  The  direct  arc  process,  for  air  constantly  flowing 

Question.  That  is  the  direct  oxidation  of  nitrogen? 

Answer.  That  is  the  direct  oxidation  of  nitrogen. 

Question.  Are  you  familiar  with  the  fact  that  there  is  an  almost  unlimited 
quantity  of  natural  gas  in  the  State  of  Montana? 

Answer.  I  do  not  know  that  there  is  an  unlimited  quantity.  I  know  that 
there  is  a  supply  of  natural  gas,  because  we  have  studied  that  as  a  possible 
source  of  hydrogen. 

Question.  Some  of  the  largest  gas  wells  are  available  there,  are  they  not? 

Answer.  Well,  my  study  has  been  in  this  connection:  Here  is  a  supply  of 
gas,  we  do  not  know  to  how^  large  an  extent.  Can  we  make  ammonia  from  that 
supply  of  gas  to  supply  Anaconda? 

Question.  Well,  you  are  not  sure  whether  it  would  be  a  reliable  source 
or  not? 

Answer.  The  question  resolves  Itself  clearly  down  to  whether  or  not  there 
is  enough  gas  there  to  warrant  the  capital  investment  in  a  plant. 

Question.  Are  the  raw  materials  available  in  Montana  for  the  manufacture 
of  nitrogen  by  the  cyanic  method? 
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Answer.  I  do  not  know  tli.ir  you  liave  cheap  power  and  lime  together.  There 
is  limerock  there,  and  tluiH'  is  this  i)ower  in  the  Fhithead  or  other  places; 
but  I  do  not  know  that  cheap  power  and  limerock  are  together. 

Question.  Do  you  know  whether  there  is  any  limerock  in  the  vicinity  of  the 
Flathead  site  or  not? 

Answer.  No  ;  1  do  not  know. 

Question.  Do  you  know  whether  there  is  any  in  the  vicinity  of  Anaconda 
or  not? 

Answer.  Yes, 

Question.  Of  Garrison? 

Answer.  I  do  not  know  about  Garrison.     I  know  in  Anaconda  there  is. 

Question.  Well,  is  it  not  true  that  there  is  limerock  almost  anywhere  in  the 
State? 

Answer.  I  am  not  qualified  to  say  that  I  know  that.  I  do  not  know  it  is 
anywhere  in  the  State. 

Question.  What  are  the  other  raw  materials  required  for  the  cyanic  procpss? 

Answer.  Power  and  limerock ;  that  is  all. 

Question.  Cheap  power  is  the  big  item,  is  it  not?  If  you  can  get  power 
cheaply  enough,  you  can  operate  by  the  cyanic  process  successfnllv,  can  you 
not? 

Answer.  No,  sir. 

Question.  Is  not  cheap  power  the  chief  element? 

Answer.  You  will  have  to  qualify  that — and  I  can  answer  that  in  a  few 
words.  Cyanamiu  is  not  produced,  or  is  being  produced  in  this  country  only 
at  one  point.  Why?  Because  the  power  is  not  cheap  enough  to  produce  it. 
And  you  start  with  cyanamin,  and  you  have  a  fairly  cheap  source  of  nitrogen : 
but  they  can  not  sell  cyanamin  in  large  quantities,  because  the  market  for 
cyanamin  is  limited.  They  have  to  convert  it  into  ammonia,  and  that  adds  to 
the  cost. 

Mr.  DixoN.  How  long  will  it  take  you  to  finish,  Mr.  Wheeler? 

Mr.  Wheeler.  About  5  or  10  minutes. 

The  Witness.  So  that,  to  answer  your  question,  you  may  have  cheap  power, 
and  you  may  have  lime  rock.  You  could  make  cyanamin  at  a  cost ;  you  could 
make  ammonia  at  a  cost.  But  I  doubt  that  you  could  make  ammonia  as  cheaply ; 
so  long  as  you  have  your  power,  you  might  as  well  go  through  the  electrolytic 
method  and  make  hydrogen,  that  may  be  as  good  to  get  your  ammonia  as  via 
the  cyanamin  method. 

By  Mr.  Wheeler: 

Question.  Whereabouts  is  cyanamin  made  in  this  country  now? 

Answer.  In  this  country? 

Question.  Yes. 

Answer.  Niagara  Falls. 

Question.  And  what  do  they  pay  for  the  power  there? 

Answer.  There  are  some  power  contracts  running  at  less  than  $2<)  a  horse- 
power. 

Question.  Is  it  not  a  fact  that  they  pay  one-half  cent  per  kilowatt-hour? 

Answer.  Well,  I  am  greatly  surprised  to  learn  that.  I  would  say  I  am  quite 
sure  they  do  not  pay  that  rate. 

Question.  Now,  suppose  you  could  get  electric  power  for  $15  per  horsepower 
on  the  flat — on  a  flat  rate,  and  you  could  get  lime  rcK'k  delivered  to  your  plant 
where  you  are  going  to  make  cyanamin  for  $3  a  ton,  what  would  your  ammonia 
cost  you  per  ton? 

Answer.  I  would  have  to  look  that  up. 

Question.  Just  roughly,  just  approximately. 

Answer.  Well,  I  would  rather  spend  a  little  time  and  worl<  it  out  than  to 
give  an  approximate  answer. 

Mr.  Kelly.  We  ask,  for  the  purpose  of  saving  time,  that  that  l>c  taken  ui> 
after  lunch,  if  you  want  to  go  on  with  the  examination. 

Mr.  Wheeler.  That  is  satisfactory  to  me. 

Mr.  Dixon.  Then  we  will  take  a  recess. 

Mr.  Pope.  We  have  a  witness  here  from  Twin  Falls,  Idaho,  who  is  manager 
of  a  number  of  factories  there,  and  his  return  is  quite  important.  We  should 
like  ti)  ask  leave  to  put  on  a  witness  to  lay  a  foundation  for  Irs  testimony  and 
then  the  testimony  of  the  witness  I  mentioned,  when  the  witness  who  is  now  on 
the  stand  has  concluded. 

Mr.  Kelly.  That  is  agreeable  t<>  us. 
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Mr.  Dixon.  Then  about  how  long  do  .vou  think  the  cross-examination  will 
take,  Mr.  Wheeler? 

Mr.  WHEEI.ER.  I  am  not  going  to  take  very  much  longer ;  not  over  80  minutes. 

Mr.  Dixon*.  Then  we  will  adjourn  for  recess  until  2.30  o'clock  this  afternoon. 

You  can  finish  this  cross-examination,  and  then  we  will  submit  Mr.  Swenson 
from  Twin  Falls  to  testify. 

(Thereupon,  at  12.30  o'clock  p.  m.,  a  recess  was  taken  until  2.30  o'clock  p.  m.) 

AFTER  REOESS 

The  hearing  was  resumed  at  2.30  o'clock  p.  m.,  pursuant  to  the  taking  of 
recess,  Hon.  Joseph  M.  Dixon  presiding. 

Present :  As  previously  noted ;  also  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the 
Interior. 

Mr.  Dixon.  Mr.  AVheeler,  are  you  ready  to  proceed  with  your  cross-exami- 
nation? 

Mr.  Wheet>er.  Yes,  sir. 

Thereupon, 

Arthur  E.  Wells,  the  witness  on  the  stand  at  the  taking  of  recess,  resumed 
the  stand  and  testified  further  as  follows : 

Cross-examination  (resumed)  by  Mr.  Wheeler: 

Question.  Mr.  Wells,  did  you  prepare  that  calculation? 

Answ^er.  Yes.  I  came  to  Washington  with  no  exact  notes  on  the  production 
of  cyanamide.  because  I  did  not  suppose  that  that  would  be  considered  possible, 
hut  with  the  notes  that  I  was  able  to  get  together  at  noon  I  have  calculated 
that  at  the  Flathead,  with  $15  power,  with  lime  rock  at  $3  a  ton,  with  coke  at 
$12  a  ton,  coal  at  $8  a  ton.  ammonia  via 

Question.  Will  you  let  me  get  those  figures  down,  please.    Limestone  at  $3? 

Answer.  Yes.  Coke,  $12 ;  coal,  $8 ;  power,  $1.5  a  horsepower-year ;  ammonia 
via  the  cyanamide  method  would  cost  between  5  and  5.1  cents  per  pound.  Let  me 
point  this  out  to  you  :  The  power  cost  in  making  ammonia  via  electrolytic 
hydrogen  with  $15  power,  I  figured  1.35  cents  per  pound  of  ammonia. 

Question.  In  this  process  here? 

Answer.  No;  that  is  for  the  direct  synthesis  method.  Getting  hydroelec- 
trolytic 

Question.  Out  of  Mater?    . 

Answer.  By  tins  method  the  power  cost  is  nearly  1.7  cents,  for  the  ^  ower 
cost  alone  is  greater  in  cyanamide  than  in  the  direct  synthesis  method.  In 
addition  you  have  coal  and  coke  and  limestone  to  buy. 

Question.  How  much  limestone  is  required  to  make  a  ton  of  nitrogen? 

Answer.  Per  ton  of  nitrogen? 

Question.  Not  nitrogen  but  ammonia. 

Answer.  Would  you  permit  me  to  express  it  in  terms  of  nitrogen,  as  I  have 
it  figured  that  way? 

Question.  Well,  is  this  cost  that  you  just  gave  me  a  ton  of  ammonia  or  ton  of 
nitrogen? 

Answer.  T  gave  it  on  the  basis  of  per  ton  of  nitrogen  and  then  converted  that 
to  a  ton  of  ammonia. 

Question.  And  that  gave  5  cents? 

Answer.  Five  cents ;  yes.  Now,  I  have  right  here  the  quantities  of  material 
required  per  ton  of  nitrogen.  To  figure  then  to  per  ton  of  ammonia  it  is 
fourteen-seventeenths  the  amount. 

Question.  Fourteen-seventeenths  of  the  cost  of  a  ton  of  nitrogen  equals  a  ton 
of  ammonia? 

Answer.  Yes.    Do  you  want  these  quantities  per  ton  of  nitrogen? 

Question.  Yes. 

Answer.  Limestone,  8.14  tons ;  coke,  2.51  tons ;  coal,  0.98. 

Mr.  Dixon.  Ninety-eight  cents. 

Answer.  Ninety-eight  one  hundredths  cents-ton.  Electrodes.  179  pounds ; 
power,  2.27  horsepower-year. 

By  Mr.  Wheeler  : 
Question.  That  is  all  the  items?  J 

Answer.  Except  labor  and  maintenance  and  repairs. 
Question.  This  is  the  complete  cost,  this  5  cents,  is  it  not? 
Answer.  That  is  complete  cost,  5  cents. 
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Question.  That  includes  labor,  maintenance,  repairs,  all  items  that  enter  into 
the  cost? 

Answer.  Except  capital  cost. 

Question.  What  would  the  capital  charges  amount  to? 

Answer.  Capital  charges  at  a  cyanamide  plant  to  produce  ammonia  via  the 
cyanamide  method  would  cost  about  $400  per  annual  ton. 

Question.  But  your  plant  investment  would  be  $400  a  ton? 

Answer.  Annual  ton. 

Question.  Of  ammonia  or  nitrogen? 

Answer.  Of  ammonia.  Now,  it  depends  on  how  you  capitalize  that.  On  a  10 
per  cent  basis  it  is  $4  a  ton  capital  charge. 

Question.  What  would  $4  a  ton  be  in  pounds,  per  pound? 

Answer.  Let  me  point  out  the  fact  that  you  would  not  capitalize  it  on  a  10 
per  cent  basis.     It  would  be  more  nearly  a  20  per  cent  basis. 

Question.  All  right. 

Answer.  Of  the  $8  a  ton  there  would  be  four-tenths  of  a  cent  a  pound. 

Question.  That  would  make  the  cost  of  ammonia  then,  with  all  charges 
figured  in,  5.4  cents  per  pound? 

Answer.  Between  5.45  and  5. 

Question.  Now,  suppose  you  could  get  coke  there  for  $7  a  ton,  how  much 
would  that  reduce  this  price? 

Answer.  By  approximately  one-half  cent. 

Question.  That  would  bring  the  cost  of  your  ammonia,  then,  down  to  4.9 
cents  per  pound? 

Answer.  Yes. 

Question.  Have  you  investigated  the  possibilities  of  getting  coke  into  the 
vicinity  of  the  Flathead  River  sites? 

Answer.  No,  sir.     I  know  what  coke  costs  at  Anaconda. 

Question.  How  much  does  it  cost  at  Anaconda? 

Answer.  $13. 

Question.  Do  you  know  what  coke  can  be  shipped  in  for  from  Utah,  per  ton? 

Answer.  I  believe  that  is  Utah  coke. 

Question.  Do  you  know  what  the  freight  rate  is  on  it  to  Anaconda? 

Answer.  No ;  I  do  not  know  how  that  $12  or  $13  is  made  up,  how  much  it 
costs  at  the  source  and  how  much  is  freight. 

Question.  Then  you  don't  know  whether  it  is  true  or  not  that  coke  can  be  had 
at  $7  a  ton  at  Missoula,  for  example? 

Answer.  I  can't  think  of  any  source  of  coke  which  could  supply  Missoula  at 
$7  a  ton. 

Question.  Now,  I  would  like  to  go  back  to  phosphoric  acid  for  just  a  minute, 
made  by  the  electric  furnace  process. 

Mr.  DrxoN.  Mr.  Wheeler,  let  mc  ask  a  question  right  there. 

By  Mr.  Dixon  : 

Question.  What  kind  of  coal  do  you  use  in  this  process? 

Answer.  Run  of  mine  coal. 

Question.  Would  slack  answer  the  purpose? 

Answer.  No ;  it  would  not. 

Question,  Aren't  there  as  many  heat  units  in  slack  as  there  are  in  run  of 
mine? 

Answer.  Oh,  yes. 

Question.  Why  couldn't  you  use  slack  instead  of  run  of  mine? 

Answer.  I  believe,  sir,  slack  could  be  used  under  certain  conditions,  clean 
slack  coal. 

Question.  I  am  not  testifying ;  but  I  happen  to  know  you  can  lay  down  slack 
in  Missoula  for  a  little  better  than  $5  a  ton,  Utah  slack,  in  place  of  your  $8  run 
of  mine. 

Answer.  Well,  that  would  change  the  cost  by  $3  or  $2.84,  which  would  be, 
maybe,  one-tenth,  a  little  over  one-tenth  of  a  cent  a  pound. 

By  Mr.  Wheeler: 

Question.  That  would  bring  tlu'  <<>st  down  to  4.8  cents  jn-r  pound  of  ammonia? 

Answer.  Yes. 

Question.  With  coal  at  $7  a  ton — $5  a  ton.  Now,  I  would  like  to  go  back  to 
the  phosphoric  acid  mauufactured  by  the  electric-furnace  process  for  just  a 
moment.  Phosphoric  acid  made  by  the  electric  furnace  protess  is  pure  phos- 
phoric acid,  chemically  pure,  practically,  Is  It  not? 
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Answer.  It  depends  upon  the  kind  of  rock  with  which  you  are  working.  The 
phosphoric  acid  that  is  now  being  made  by  the  electric-furnace  method  is  being 
made  from  selected  rock  from  the  Tennessee  fields. 

Question.  And  what  impurities  would  you  get  in  your  phosphoric  acid  if  you 
used  run-of-mine  rock  from  the  Montana  fields? 

Answer.  Via  the  electric  furnace  or  the  acid? 

Question.  The  electric-furnace  process. 

Answer.  You  might  get  a  small  amount  of  iron,  a  small  amount  of  aluminum. 

Question.  The  amount,  though,  would  be  very  small? 

Answer.  Probably  small. 

Question.  And  not  detrimental  to  use  for  fertilizer? 

Answer.  No. 

Question.  And  would  be  detrimental  to  use  for  baking  powder  or  other 
products? 

Answer.  In  the  work  that  was  done  at  Anaconda  in  1923  and  1924,  using 
Idaho  rock  to  produce  phosphoric  acid,  there  was  present  in  the  phosphoric  acid 
produced  sufficient  iron  and  aluminum  so  that  they  had  to  figure  that  if  it 
went  into  baking-powder  purposes  it  would  have  to  be  purified. 

Question.  Is  that  an  expensive  process,  to  purify  that? 

Answer.  I  think  it  runs  in  the  order  of  half  a  cent  a  pound. 

Question.  Half  a  cent  a  pound  of  phosphoric  acid? 

Answer.  Yes. 

Question.  And  what  is  the  market  price  of  phosphoric  acid  for  baking-powder 
purposes? 

Answer.  I  don't  know.  Knowing  about  the  cost  in  the  Alabama  production, 
I  would  say  that  they  probably  had  to  get  something  over  5  cents  a  pound  or 
5%  cents  a  pound  for  that  pure. 

Question.  You  say  you  do  know  the  cost  of  manufacturing  phosphoric  acid 
at  Anniston,  Ala.? 

Answer,  Approximately. 

Question.  How  much  is  it  a  ton? 

Answer.  I  don't  feel  that  I  should  disclose  that. 

Question.  Isn't  it  a  fact  that  it  is  approximately  $90  a  ton? 

Answer.  Four  and  a  half  cents  a  pound? 

Question.  Yes. 

Answer.  I  would  say  that  was  probably  a  little  low. 

Question.  It  is  a  little  higher  than  that? 

Answer.  I  think  ft  is. 

Question.  They  use  the  electric  power  there  for  that  process,  do  they  not? 

Answer.  Yes,  sir. 

Question.  How  much  do  they  pay  a  horsepower-year  for  their  electric  power 
delivered  at  the  phosphate  plant? 

Answer.  I  do  not  know.     I  have  an  idea. 

Question.  Well,  approximately? 

Answer.  I  do  not  know  that  I  should  disclose  the  costs  of  a  company.  My 
ideas  were  obtained  confidentially. 

Question.  Well,  I  am  asking  y^u  the  question. 

Answer.  I  will  say  this  much,  that  it  has  been — at  the  time  I  made  the  esti- 
mate of  cost  the  power  was  less  than  $25. 

Question.  Per  horsepower-year? 

Answer.  Yes. 

Question.  Very  much  less? 

Answer.  It  was  several  dollars  less. 

Question.  More  than  $20? 

Answer.  Well,  you  are  just  tying  me  down  to  name  a  figure  now. 

Question.  Well,  was  it  between  $20  and  $25? 

Answer.  Yes. 

Question.  How  many  tons  of  phosphoric  acid  can  they  produce  at  Anniston, 
Ala.,  per  day  or  per  year? 

Answer.  I  don't  remember. 

Question.  Do  you  know  approximately? 

Answer.  I  don't  know  what  they  produce  now ;  no. 

Question.  Isn't  it  in  the  neighborhood  of  50,000  tons  a  year? 

Answ^er.  Possibly.     I  would  be  surprised  if  it  was  that  much. 

Question.  What  did  their  plant  cost? 

Answer.  I  don't  remember. 
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Question.  Isn't  it  true  that  they  have  a  total  capital  charge  against  their 
plant  of  approximately  $500,000? 

Answer.  I  can't  say. 

Question.  Well,  how  did  you  arrive  at  their  cost  if  you  didn't  know  anything 
about   the   cost   of   their   plant? 

Answer.  The  figure  that  I  have  given  has  been  manufacturing  cost.  I  don't 
know  what  their  capital  charges  are. 

Question.  That  is,  you  mean  their  manufacturing  cost  is  higher  than  $90  a 
ton? 

Answer.  I  believe  so. 

Question.  For  making  phosphoric  acid  that  can  be  used  in  fertilizer? 

Answer.  It  is  not  used  in  fertilizer. 

Question.  Aren't  they  using  phosphoric  acid  from  Anniston,  Ala.,  in  the 
fertilizer  plant  at  Birmingham,  which  is  a  subsidiary  of  the  Federal  Phos- 
phorus Co.,  for  making  phosphate  fertilizer  or  ammonium  phosphate? 

Answer.  Some  amount  of  phosphoric  acid  w^hich  is  not  clear  enough  for 
the  baking-powder  trade  is  devoted  to  the  fertilizer  trade.  But  it  is  off-color, 
off-purity  acid,  which  can  not  go  into  baking  powder. 

Question.  That  acid,  then,  costs  less  than  the  other  acid? 

Answer.  I  suppose  the  direct  cost  would  be  about  the  same. 

Question.  Now,  leaving  out  the  capital  charges  and  arriving  at  your  cost  esti- 
mate of  over  $90  per  ton,  how  much  did  you  include  for  power? 

Answer.  Well.  I  have  here  the  cost  estimate  made  in  1924,  with  the  total 
before  depreciation. 

Question.  This  is  leaving  out  plant  investment  or  including  plant  investment? 

Answer.  This  is  leaving  out  the  plant  investment.  The  total  before  any 
capital  charges,  like  depreciation,  is  a  little  over  5  cents  per  unit,  which  i& 
$100  a  ton. 

Question.  Now,  can  you  from  that  tabulation  give  us  the  separate  items? 

Answer.  May  I  consult  my  attorney? 

Question.  Yes,  sir. 

(The  witness  conferred  with  Mr.  Kelly.) 

Mr.  Kelly.  I  don't  know  what  the  situation  is  with  this  witness.  It  appears 
that  he  was  employed  to  make  an  investigation,  and  he  goes  to  a  manufacturer 
and  gets  certain  confidential  information  that  they  do  not  generally  publish, 
for  the  benefit  of  their  competitors,  and  he  is  in  the  position  of  an  attorney 
who  has  been  consulted  by  a  client  or  a  physician  who  has  attended  a  patient. 
He  naturally  is  reticent.  I  don't  represent  the  witness,  but  it  seems  to  me 
that  if  the  witness  feels  that  the  information  which  these  manufacurers  gave- 
him  in  his  investigation  should  be  treated  as  confidential — if  he  feels  that  way 
about  it,  I  think  his  wishes  should  be  respected. 

Secretary  Wilbur.  I  think  so. 

Mr.  Kelly.  I  think  if  he  feels  that  he  doesn't  want  to  disclose  this  informa- 
tion he  should  not  do  so. 

Secretary  Wilbub.  Yes;  if  they  wish  to  summon  the  oflicials  of  ths  organi- 
zation and  make  inquiries,  we  will  be  glad  to  hear  them,  but  there  is  no  reason 
why  this  witness  should  be  asked  to  give  these  figures. 

The  Witness.  I  have  estimated  the  total  cost  of  5  cents  a  pound,  not  including 
capital  charges,  and  I  have  admitted  that  the  power  cost,  estimated,  wa& 
between  $20  and  $25.    I  think  that  I  have  gone  just  about  as  far  as  I  can. 

Secretary  Wilbur.  Your  information  is  getting  where  it  not  valuable  now, 
anyhow.  If  you  are  going  to  get  that  kind  of  detailed  information,  we  will 
get  the  man  that  runs  the  books  and  ask  him  to  give  it  to  us. 

By  Mr.  Wheeleb: 
Question.  Have  you  ever  seen  the  Department  of  Agriculture  Bulletin  1179 
on  the  manufacture  of  phosphoric  acid  by  the  electric  process? 
Answer.  Is  that  by  Waggaman? 

Question.  Yes.     [Handing  a  pamphlet  to  the  witness.] 
Answer.  Yes. 

Question.  Well,  assuming  that  their  costs  of  raw  material  i)er  unit  of  power 
are  correct  in  these  tabulations,  do  you  agree  substantially  with  their  tabula- 
tions, leaving  out  all  capital  charges? 

Answer.  Well,  I  will  have  to  examine — I  have  not  seen  that  foi*  a  long  time- 
Question.  We  begin  here  with  Table  No.  4,  and  then  there  are  several  different 
tables  based  upon  the  different  kinds  of  phosphate  rock. 
Answer  (after  examining  pamphlet).  No;  I  do  not  agree  with  them. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN   UNITED  STATES     3837 

Question.  So  you  don't  agree  with  them? 

Answer.  No. 

Question.  Do  you  agree  with  their  quantities? 

Answer.  Now,  he  figures  phosphate  rocl^  3.32  tons  per  1  ton  phosphoric  acid. 
That  is  ahnost  tlieoretieal  requirement,  and  he  would  have  to  use  more  than 
theoretical.  I  figure  3.7  tons  of  phosphate  rock  per  ton  of  PzOs  produced  32 
per  cent  phosphate  rock. 

Question.  I  thought  you  told  me  this  morning  that  you  figured  approximately 
3  tons. 

Answer.  Three  and  seven-tenths  tons  of  phosphate  rock,  32  per  cent  P2O6 
content  per  ton  of  P2O5. 

Question.  Is  32  per  cent  the  percentage  contained  in  the  rock  used  at  Ana- 
conda ? 

Answer.  About  that ;  yes. 

Question.  Some  of  it  runs  as  high  as  34  and  35,  doesn't  it? 

Answer.  I  think  the  greater  part  of  it  is  around  32  per  cent. 

Question.  Well,  it  is  true,  is  it  not,  that  there  is  some  that  runs  as  high 
as  34? 

Answer.  They  prepare  some — in  the  manufacture  of  phosphoric  acid  itself 
they  use  the  32  per  cent  rock :  then  when  they  take  phosphoric  acid  to  make 
double  superphosphate  they  treat  a  higher  grade  rock  to  make  the  secondary 
product,  to  make  the  double  superphosphate.  But  the  material  which  is  used 
for  making  phosphoric  acid  itself  is  the  32  per  cent. 

Question.  In  the  manufacture  of  ammonium  phosphate  from  phosphoric  acid 
and  ammonia  you  don't  have  to  use  any  of  this  high-grade  rock,  do  you? 

Answer.  No. 

Question.  Well,  what  other  quantities  do  you  disagree  with  there? 

Answer.  He  uses  0.75  tons  of  coke ;  I  use  0.9. 

Question.  Yes ;  what  else  ? 

Answer.  His  labor  cost  is  much  lower  than  my  estimate. 

Question.  Can  you  express  it  in  percentage? 

Answer.  He  says  $4.45  for  labor  per  ton  P2O5.  That  would  be  0.22  cents  per 
pound.    I  use  for  labor  and  supervision  half  a  cent. 

Question.  All  right. 

Answer.  His  electrodes,  he  says,  $2.13  per  ton  P2O5,  which  is  about  10  cents ; 
I  used  0.15  of  a  cent.    He  used  one-tenth  of  a  cent ;  I  use  0.15  of  a  cent. 

He  has  no  item  in  for  general  and  miscellaneous.  He  has  no  item  in  for 
repairs,  repair  materials.    His  coke  cost  is  taken  here  at  $8 ;  I  have  used  $12. 

Question.  How  much  for  sand? 

Answer.  He  uses  for  sand  per  ton  of  P2O5  37  cents ;  for  sand  I  have  used  only 
10  cents. 

Question.  In  other  words,  you  have  used  less  than  he  has? 

Answer.  Yes ;  less  than  he  has. 

Question.  What  percentage  of  the  total  cost  that  you  have  figured,  in  round: 
numbers,  is  the  repairs? 

Answer.  For  repairs  I  have  used  0.25  of  1  cent  per  pound. 

Question.  Of  phosphoric  acid. 

Answer.  P2O5. 

Question.  Can  you  reduce  that  to  tons? 

Answer.  That  on  a  ton  basis  would  be  $5  a  ton. 

Question,  What  per  cent  have  you  used  for  general  exi)ense? 

Answer.  The  same  factor. 

Question.  $5  a  ton? 

Answer.  Yes. 

Question.  How  much  electric  power  per  ton  of  phosphate  acid  have  you  used? 

Answer.  I  have  used  1.15  horsepower-years  per  ton  of  P2O5  produced. 

Q.  That  is  from  the  electric  furnace? 

Answer.  That  is  from  the  electric  furnace. 

Question.  Y'ou  are  talking  now  about  phosphoric  acid  and  not  about  super- 
phosphate? 

Answer.  I  am  talking  about  phosphoric  acid,  P2O5  is  phosphoric  acid.  My 
power  cost  on  that  basis  is  $17  a  ton  P0O5,  or  0.85  cents  per  pound. 

Question.  Are  there  any  other  items  in  your  cost  there  that  we  have  not 
discussed  now? 

Answer.  No;  I  have  covered  rock,  power,  coke,  sand,  electrodes,  labor  and 
supervision,  repairs,  and  general  miscellaneous  but  no  depreciation  and  no 
capital  charges. 
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Question.  How  much  per  ton  did  you  figure  for  your  rock? 

Answer.  I  figured  $6  a  ton. 

Question.  Delivered  to  the  plant? 

Answer.  Yes.    Wliich  is  delivered  cost  at  Anaconda, 

Question.  They  have' to  ship  it  250  or  300  miles,  don't  they? 

Answer.  Yes.    I  don't  know  the  mileage.    It  is  a  long  distance. 

Question.  Do  you  know  the  freight  charge? 

Answer.  $2.75,  I  think ;  $2.75  a  ton. 

Question.  What  does  it  cost  to  mine  it? 

Answer.  $3.25. 

Question.  That  is  the  cost  of  delivering  it  on  board  the  cars  ? 

Answer.  Yes. 

Question.  Does  that  include  any  sorting  charge? 

Answer.  I  think  only  the  ordinary  sorting  that  goes  on  in  mining  operations, 
separation  of  country  rock  from  the  vein  rock  as  they  mine  it. 

Question.  Well,  they  don't  use  run-of-mine  rock,  do  they? 

Answer.  They  use  the  vein  rock. 

Question.  Run-of-mine  rock? 

Answer.  Yes,  sir. 

Question.  Don't  they  select  it  to  get  the  high-grade  rock  ? 

Answer.  They  select  some  quantity  to  make  this  product,  superphosphate, 
after  they  get  the  phosphoric  acid.  But  for  the  phosphoric-acid  production  it 
is  not  selected. 

Question.  Well,  does  the  vein  carry  the  same  amount  of  calcium  phosphate 
throughout  its  entire  area,  so  that  they  can  simply  go  in  and  take  the  whole 
vein  right  out,  or  do  they  have  to  just  gopher  it,  so  to  speak,  in  order  to  get 
the  rich  rock? 

Answer.  I  don't  believe  I  can  answer  that  question.  I  don't  know  enough 
about  the  mining  conditions  to  know  how  much  they  have  to  discard  in  their 
mining. 

Mr.  KEa:.LY.  We  have  a  witness  who  will  be  able  to  disclose  all  of  that,  Mr. 
Wheeler. 

Mr.  Whee'ler.  As  long  as  he  says  he  don't  know,  we  will  drop  that  question. 

By  Mr.  Wheeler: 

Question.  Now,  coming  over  to  Hopewell,  Va.,  you  say  that  it  costs  them, 
according  to  your  best  estimate,  between  3^2  and  4  cents  a  pound  to  make  their 
ammonia  ? 

Answer.  My  best  estimate  is  between  31/2  and  4  cents. 

Question.  Where  is  that  ammonia  made  into  fertilizer? 

Answer.  At  Hopewell. 

Question.  Right  at  Hopewell? 

Answer.  Yes. 

Question.  Do  they  ship  in  phosphoric  acid  to  Hopewell  to  make  this  fertilizer? 

Answer.  I  believe  the  greater  part  of  that  is  going  into  the  production  of 
sodium  nitrate.  They  are  bringing  sodium  carbonate  down  from  Syracuse, 
which  is  the  plant  of  the  Allied  Chemical  Co.,  by  water,  the  James  River,  to 
Hopewell,  and  my  belief  is — my  understanding  is  that  the  greater  part  of  the 
ammonia  produced  there  is  now  being  nitrated  and  combined  with  sodium  car- 
bonate to  make  sodium  nitrate. 

Question.  They  do  use  some  of  it  for  fertilizer? 

Answer.  Sodium  nitrate  is  fertilizer. 

Question.  I  am  speaking  now  of  amyli)hos  or  ammoniinnphos. 

Answer.  They  may  make  ammoniumphos.     I  don't  know  that  they  are. 

Question.  What  does  it  cost  per  ton  for  phosphoric  acid  delivered  at  Hope- 
well, Va.? 

Answer.  I  suppose  the  cost  would  be  about  the  same  as  Baltimore. 

Question.  What  would  that  he? 

Answer,  By  boat  delivery — well,  I  haven't  the  figures.  I  would  have  to 
estimate  that.  I  can't  locate  the  figure.  I  would  have  to  estimate  the  cost 
delivered  in  Baltimore  or  Hopewell.  If  the  rock  was  brought  in  by  a  company 
owning  its  own  property  and  just  putting  the  cost  of  getting  it  into  Baltimore 
and  hauling  it  by  water  arountl  to  those  points,  probably  between  ^i  and  $5  a 
ton.     Maybe  a  dollar  a  ton  morc^  if  they  have  to  buy  the  rock. 

Question.  I  am  asking  what  the  cost  of  pliosi)horie  acid  is  deliver<>d  at 

Answer,  Pho8pho)i(   ,m  i.iv 

Question.  Yes. 

Answer.  Delivered  where? 
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Question.  Delivered  at  Hopewell. 

Answer.  From  where? 

Question.  Anywhere. 

Answer.  I  don't  know  of  any  delivered. 

Question.  Don't  they  make  ammonium  phosphate  there  by  using  phosphoric 
acid  and  ammonia? 

Answer.  I  don't  know  that  they  do. 

Question.  Well,  is  there  any  place  where  you  know  that  they  do? 

Answer.  At  Warners,  N.  J. 

Question.  Well,  take  Warners,  N.  J.  How  much  does  the  ammonia  cost 
delivered  per  ton  at  Warners,  N.  J.? 

Answer.  Warners,  N.  J.,  produces  ammonia  from — this  particular  plant  that 
I  have  in  mind  is  a  plant  that  has  a  cyanimide  plant  built  prior  to  the  war  in 
Canada,  and  which  has  continued  to  operate  that  cyanimide  plant.  The  only 
plant  in  the  United  States  producing  cyanimide  hauls  the  cyanimide  into  this 
country  and  makes  ammonia  at  Warners,  N.  J.  It  brings  in  phosphate  from 
Florida  and  produces  the  phosphoric  acid  by  the  sulphuric  acid  method  to  make 
ammonium  phosphate. 

Question.  What  I  want  now  is  to  get  the  cost  of  the  ammonia  and  the  cost  of 
the  phosphoric  acid  which  they  use  in  making  ammonium  phosphate. 

Answer.  I  can't  tell  you  their  cost  of  ammonia. 

Question.  Can  you  tell  me  the  cost  of  the  phosphoric  acid? 

Answer.  I  could  estimate  their  cost  of  phosphoric  acid ;  yes. 

Question.  What  would  you  estimate  that  to  be? 

Answer.  In  phosphoric  acid  they  use  sulphuric  acid  made  from  brimstone 
costing  them  probably  $8.50  a  ton.  Their  phosphoric  acid  will  cost  them  prob- 
ably about  3.4  per  pound. 

Question.  That  is  $68  per  ton? 

Answer.  Yes. 

Question.  You  say  you  do  not  know  what  the  ammonia  costs? 

Answer.  No ;  I  don't  know. 

Question.  Well,  it  would  at  least  cost  as  much  as  it  would  at  Hopewell,  would 
it  not? 

Answer.  I  imagine  it  costs  more. 

Question.  Made  by  the  cyanamide  process  instead  of  by  the  synthetic  process, 
and  therefore  it  would  cost  considerably  more,  would  it  not? 

Answer.  I  don't  know  what  they  are  paying  for  their  power  on  the  Canadian 
side  of  the  Niagara  to  manufacture  cyanamide. 

Question.  But  I  mean  this  particular  ammonia  would  cost  somewhere  in  the 
neighborhood  of  6  cents  a  pound? 

Answer.  I  figure  the  cost  in  Montana  was  $8  coal  and  $12  coke  and  $15 
power,  at  5  cents  a  pound.  If  they  use  lower  cost  coal,  lower  cost  coke — I  don't 
know  what  their  power  costs  are,  but  on  the  assumption  that  it  may  be  in  that 
order,  $15,  I  would  say  that  they  could  probably  make  it  at  Waniers  for 
something  around  the  same  figure,  5  cents. 

Question.  Five  cents?  Well,  as  a  matter  of  fact,  you  know  that  electric  power 
at  Warners  costs  at  least  $40  a  horsepower  year,  don't  you? 

Answer.  Well,  they  don't  use  the  power  at  Warners. 

Question.  Oh,  they  use  that  at  Niagara  Falls? 

Answer.  Yes. 

Question.  Then,  they  have  to  ship  the  ammonia  from  Niagara  Falls  down 
there? 

Answer.  Yes.     But  I  am  taking  that  into  consideration. 

Question.  You  are  adding  the  freight? 

Answer.  Yes. 

Question.  So  that  you  figure  that  the  ammonia  delivered  to  Warners  is  5 
cents  a  pound? 

Answer.  In  that  order. 

Question.  It  might  be  higher? 

Answer.  It  may  be  half  a  cent  higher. 

Question.  Well,  they  make  ammonium  phosphate  of  those  two  products? 

Answer.  Yes. 

Question.  And  what  per  cent  of  plant  food  is  included  in  that  ammonium 
phosphate? 

Answer.  They  make  some  products  with  13  to  14  per  cent  ammonia,  and 
&ome  with  25  or  more  per  cent  ammonium  phosphate,  if  you  consider  the 
P2O5  as  a  plant  food. 
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Question.  Available  PaOs. 

Answer.  I  suppose  the  total  P2O5  will  total  70  or  80  per  cent. 

Question.  Seventy  or  80  per  cent? 

Answer.  Around  70  per  cent. 

Question.  Aren't  there  any  impurities  in  this  ammonia  that  they  get  there? 

Answer.  No — that  is,  the  impurities  are  negligible. 

Question.  That  is  made  by  the  electric  process  and  there  are  no  imi)urities? 

Answer.  Well,  the  impurities  at  present  are  in  extremely  small  amount.  It 
is  practically  pure  ammonia. 

Question.  What  about  the  phosphoric  acid? 

Answer.  The  phosphoric  acid  plus  the  water  content  will  total  95  or  96  per 
cent. 

Mr.  Pope.  May  I  interrupt  here,  Mr.  Secretary?  I  am  here  representing  a 
very  considerable  interest,  which  I  believe  exceeds  the  value  of  this  whole  power 
site.  The  gentleman  announced  before  we  recessed  that  he  would  take  about 
10  minutes.  It  has  now  been  three-quarters  of  an  hour.  My  witness  will  be 
gone  on  this  evening's  train,  and  we  have  reached  a  point  where  it  is  either 
a  question  of  whether  this  examination  shall  be  continued  indefinitely  or  I  shall 
be  denied  the  opportunity  to  use  this  witness.  I  would  like  to  ask  the  commis- 
sion to  fix  a  limit  for  the  cross-examination,  because  I  think  it  is  obviously 
fruitless.  I  have  some  leeway  but  not  very  much,  but  it  is  just  a  question  now 
of  whether  I  am  to  be  denied  putting  on  my  case  or  this  should  go  on  for  the 
I  est  of  the  afternoon. 

Mr.  Dixon.  I  was  going  to  ask,  Mr.  Wheeler,  how  long  it  will  take  him  to 
finish.     The  gentleman  from  Idaho  has  to  leave  on  the  evening  train. 

Mr.  Wheeler.  I  thought  before  lunch  that  I  could  finish  this  up  very  quickly, 
but  it  seems  we  develop  new  points  as  we  go  along,  so  I  can  not  tell  exactly, 
but  I  will  be  glad  to  suspend  my  examination  and  let  the  other  witness  go  on. 

Mr.  KJ3IXY.  This  witness  has  to  go  to  New  York  to-night,  so  they  are  both 
in  the  same  position. 

Mr.  Wheeler.  I  am  sorry,  Mr.  Chairman,  but  there  are  certain  points  that 
I  want  to  develop,  but  it  takes  a  little  more  time  to  develop  them  than  I  thought 
it  would. 

Mr.  DixoK.  About  how  long  do  you  think  it  will  take? 

Mr.  Kelly.  Will  the  commission  take  testimony  on  Saturday,  day  after 
to-morrow  ? 

Mr.  DixoN.  I  am  sure  we  will  not  reach  the  end  of  this  by  Friday  night.  So 
far  as  I  am  concerned,  I  will  be  perfectly  happy  to  have  this  witness  come 
on  Saturday. 

Mr.  Ely.  How  many  more  witnesses  have  you? 

Mr.  Kelly.  Three  more. 

Mr.  Ely.  How  many  have  you,  Mr.  Pope? 

Mr.  Pope.  I  have  six  witnesses,  though  they  will  not  take  long. 

Mr.  Wheeler.  Mr.  Chairman,  if  I  may  go  on  for  10  or  15  minutes  more, 
perhaps  I  can  finish  up,  and  if  I  can,  all  right. 

Mr.  Dixon.  All  right,  we  will  give  you  till  3.25. 

Mr.  Wheeler.  Then  if  I  don't  finish,  I  want  to  finish  later. 

Mr.  Dixon.  I  wish,  however,  you  would  not  jeopardize  the  man  who  is  here 
from  Idaho  and  is  anxious  to  get  away. 

Mr.  Wheeler.  Any  time  that  you  want  him  to  go  on,  I  will  be  glad  to 
suspend. 

Mr.  Dixon.  I  think  we  had  better  suspend  now  and  let  the  man  from  Idaho 
go  on,  and  maybe  you  can  come  back  Saturday  morning. 

Mr.  Wheeler.  I  have  one  or  two  questions  that  I  would  like  to  ask  him  now 
before  he  goes. 

Mr.  Dixon.  Very  well,  go  ahead. 

By  Mr.  Wheeler: 

Question.  In  connection  with  the  manufacture  of  caustic  soda,  you  stated 
that  the  two  requirements  for  the  manufacture  of  caustic  soda  were  electric 
power  and  common  salt? 

Answer.  Yes. 

Question.  That  is  now  being  made  at  Niagara  Falls  by  the  Mnthieson  Alkali 
Co.,  using  salt  from  Syracuse?    Is  that  correct? 

Answer.  I  don't  know  where  they  get  their  salt. 

Question.  Well,  do  you  know  of  any  other  closer  supply  of  salt  than 
Syracuse,  N.  Y.,  to  Niagara  Falls? 

Answer.  No. 
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Question.  Are  you  familiar  with  the  fact  that  salt  is  produced  near  Salt 
Lake  City,  Utah? 

Answer.  Yes,  sir. 

Question.  That  same  salt  could  be  used  in  connection  with  the  Flathead 
River  project  for  the  manufacture  of  caustic  soda,  could  it  not? 

Answer.  There  is  no  reason  except  cost,  to  prevent  it  being  used. 

Question.  Well,  cost  of  salt  or  cost  of  power? 

Answer.  Cost  of  both. 

Question.  What  does  caustic  soda  sell  for  on  the  market? 

Answer.  I  don't  know  the  present  quotation. 

Question.  One  more  question  in  regard  to  this  phosphoric  acid.  What  does 
ammonia  cost  delivered  to  Birmingham,  Ala.,  approximately,  if  you  don't  know 
exactly? 

Answer.  It  is  hard  to  answer  that  with  direct  figures,  because  I  do  not  know 
how  much  of  the  supply  of  ammonia  for  the  Birmingham  district  comes  from 
coke  ovens  in  the  form  of  ammoniacal  liquor  and  how  much  is  going  in  there 
are  liquid  anhydrous  ammonia. 

Question.  Do  you  think  it  costs  more  or  less  than  5  cents  a  pound? 

Answer.  I  would  think  that  it  costs  a  little  more  than  5  cents  a  pound — yes ; 
somewhat  more  than  5  cents  a  pound  in  the  Biimingham  district. 

Question.  What  does  the  Anaconda  Copper  Co.  get  for  superphosphate  at  the 
plant  in  wholesale  lots? 

Answer.  The  Anaconda  superphosphate,  as  I  understand,  is  sold  on  a  deliv- 
ered basis. 

Mr.  Kelly.  If  the  commission  please,  we  have  several  witnesses  here  who 
will  give  you  all  the  detail  of  the  Anaconda  situation,  and  it  is  not  necessary 
to  waste  time  with  this  witness,  in  view  of  the  distress  that  we  are  in,  because 
all  of  that  information  will  be  placed  before  the  commission. 

Mr.  Wheeler.  I  was  taking  that  up,  Mr.  Kelly,  because  it  was  stated  in  his 
qualifying  that  he  had  studied  the  Anaconda  situation  very  thoroughly  for  a 
good  many  years  and  had  conducted  experiments  for  you,  and  I  thought  he 
would  probably  be  better  qualified  than  anybody  else  to  speak  on  that. 

Mr.  Kelly.  We  have  another  man  here  who  will  tell  you  all  of  that. 

Mr.  Wheeler.  Then  I  am  willing  to  suspend,  with  the  stipulation  that  we  can 
recall  Mr.  Wells  later  if  we  wish  to. 

Mr.  Kelly.  Can  you  be  here  Saturday  or  on  Monday  of  next  week? 

The  Witness.  I  can  be  here  Monday. 

Mr.  Kelly.  Whatever  suits  the  convenience  of  the  commission. 

Mr.  Dixon.  I  would  not  want  to  guarantee  to  extend  longer  than  Saturday. 
I  think  you  may  get  a  chance  to  cross-examine  him  this  afternoon. 

(Witness  excused.) 

Mr.  Pope.  I  want  to  call  Mr.  Hanna,  to  lay  the  foundation. 

Whereupon, 

W.  S.  Hanna  was  called  as  a  witness  by  the  Flathead  irrigation  district, 
and,  having  been  first  duly  sworn,  was  examined  and  testified  as  follows : 

Direct  examination  by  Mr.  Pope: 
Question.  What  are  your  initials,  Mr.  Hanna? 
Answer.  W.  S.  Hanna. 
Question.  Where  do  you  reside? 
Answer.  Billings,  Mont. 
Question.  What  is  your  oflSicial  position? 
Answer.  I  am  supervising  engineer,  Indian  irrigation  service. 
Question.  And  do  you  have  under  your  supervision  the  Flathead  irrigation 
project? 

Answer.  I  do. 

Question.  How  many  other  projects? 

Answer.  Five  others. 

Question.  How  long  have  you  been  in  the  Indian  irrigation  service? 

Answer.  Since  1908. 

Question.  And  I  think  you  said  you  were  an  engineer? 

Answer.  Yes,  sir. 

Question.  And  your  work  is  in  an  engineering  capacity? 

Answer.  Yes,  sir. 

Question.  And  supervisory  also? 

Answer.  Yes,  sir. 
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Question.  In  that  connection  you  are  thoroughly  familiar  with  the  Flathead 
project,  are  you? 

Answer.  Yes,  sir. 

Question.  I  will  ask  you  to  describe  it  very  briefly,  stating  first  of  all  the 
total  irrigable  area  within  the  project. 

Answer.  There  is  124,500  acres  in  the  ultimate  irrigable  area. 

Question.  Does  that  lie  all  in  one  body  or  is  it  divided  into  divisions? 

Answer.  There  are  three  divisions,  divided  geographically. 

Question.  And  one  of  them  is  known  as  the  Mission  Valley  division? 

Answer.  Yes. 

Question.  How  many  acres  are  there  in  that  that  are  irrigable? 

Answer.  One  hundred  thousand. 

Question.  Now,  there  is  the  Camas  division  also,  is  there? 

Answer.  Yes,  sir. 

Question.  And  that  is  entirely  separate  from  the  Mission  Valley  division  as  to 
source  of  water  supply,  is  it? 

Answer.  It  lies  west  of  the  Flathead  River  and  receives  its  whole  supply  from 
the  Little  Bitter  Root  River. 

Question.  Well,  there  is  a  Jocko  division,  is  there? 

Answer.  Yes,  sir. 

Question.  How  many  acres  are  there  in  the  Camas  division? 

Answer.  Eleven  thousand  acres. 

Question.  How  many  in  the  Jocko? 

Answer.  Thirteen  thousand  five  hundred. 

Question.  That  also  is  an  independent  division,  is  it? 

Answer.  Yes. 

Question.  And  its  supply  is  not  contemplated  to  be  affected  by  the  pumping 
schemes?    Is  that  correct? 

Answer.  Yes,  sir. 

Question.  So  that  in  the  Mission  Valley  division,  containing  100,000  acres 
irrigable — that  is,  ultimately  irrigable — you  have  the  lands  located  which  it  is 
contemplated  will  be  supplied  in  part  by  the  pumping  of  water?    Is  that  correct? 

Answer.  Most  of  it ;  yes.  There  is  one  little  unit  that  will  come  under  the 
Jocko  division,  but  it  doesn't  get  its  water  from  the  Mission  power  supply. 

Question.  It  is  rather  small? 

Answer.  It  is  a  very  small  unit. 

Question.  Now,  under  construction  works — that  is,  works  that  are  constructed 
up  to  date — is  how  much  of  the  124,500  acres? 

Answer.  One  hundred  and  twelve  thousand  five  hundred. 

Question.  Will  you  state  now  in  general  how  the  water  supply  for  the  Mission 
Valley  division  is  provided  and  how  it  is  contemplated  it  will  be  provided 
when  the  system  is  completed? 

Answer.  The  distribution  system  and  the  collection  system  for  the  Mission 
Valley  division  is  quite  complicated.  It  receives  some  water  from  the  Jocko 
River  through  feeder  canals.  It  takes  out  fiood  water  only,  when  this  water 
is  not  needed  in  Jocko  Valley.  This  water  is  carried  some  8  or  10  miles 
through  a  200  second-foot  canal  and  emptied  into  Tabor  Reservoir  on  Dry 
Creek. 

Question.  That  is  in  the  Mission  Mountains? 

Answer.  In  the  Mission  Mountains  and  the  Mission  Valley  division. 

Question.  And  those  mountains  range   along  the  east  side  of  this  Mission 
Valley  division? 
Answer.  Yes. 

Question.  All  right;  go  ahead  now. 

Answer.  The  Tabor  Reservoir  has  a  present  capacity  of  12,500  acre-feet. 
and  we  are  now  increasing  that  to  17,500,  with  an  ultimate  capacity  of  22,000 
acre-feet.  The  water  from  the  Tabor  Reservoir  is  carried  down  Dry  Creek  a 
distance  of  5  or  6  miles  through  a  concrete-lined  canal,  and  is  taken  out  into 
the  Pablo  Creek  feeder  canal,  taken  out  of  Dry  Creek.  A  part  of  the  water 
goes  on  down  Dry  Creek  and  is  used  for  irrigation  there.  This  Pablo  feeder 
<.'anal  then  runs  in  a  northerly  direction  for  45  miles. 
Question.  Along  the  base  of  the  Mission  Range? 

Answer.  It  skirts  the  foot  of  the  Mission  Mountain  Range  and  intercepls 
all  the  streams  that  come  out  of  the  mountains,  and  is  thereby  able  to  pick 
up  any  water  that  comes  out  of  the  mountains — any  streams. 

Question.  And  there  are  some  further  reservoirs  in  the  mountains  beside- 
Tabor  Reservoir  that  you  have  mentioned? 
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Answer.  A  short  distance  below  the  head  of  the  Pablo  feeder  caual  the  canal 
crosses  Mission  Creek.  There  is  a  reservoir  site  just  above  the  canal  at  that 
point,  a  6,000  acre-foot  site  that  has  not  been  constructed.  The  canal  then 
leads  on  to  Post  Creek,  and  on  Post  Creek  above  this  feeder  canal  is  the 
MacDonald  Reservoir,  that  has  been  constructed  to  a  capacity  of  8,200  acre- 
feet  with  an  ultimate  capacity  of  10,500  acre-feet. 

Then,  on  Post  Creek,  below  Pablo  feeder  canal,  are  two  diversions.  One 
leads  directly  into  a  lateral  and  supplies  irriiration  water:  the  other  leads  to 
the  Kicking  Horse  and  Nine  Pipe  storage  reservoirs,  which  are  inland  reser- 
voirs below  Pablo  feeder  canal.  From  Post  Creek  the  Pablo  feeder  canal  is 
almost  completed  to  a  400  second-foot  capticity.  It  has  been  200  second-foot, 
and  we  are  now  enlarging  it  to  400  and  probably  will  finish  it  this  fall.  That 
leads  to  the  Pablo  Reservoir,  which  is  in  the  north  end  of  the  project,  near 
the  town  of  Poison.  There  is  a  13,000  acre-foot  capacity  in  the  Pablo  Reser* 
voir  at  the  present  time,  and  we  contemplate  increasing  that  to  25,000  acre- 
feet. 

Question.  Now,  I  will  ask  you  about  how  many  farms  on  the  project  are  now 
being  irrigated? 

Answer.  About  1,400. 

Question.  And  how  much  acreage  is  being  irrigated  at  the  present  time? 

Answer,  I  haven't  the  figures  for  the  1929  season,  but  for  1928  it  was  thirty- 
five  thousand  and  some  hundred ;  I  have  forgotten  the  exact  figures. 

Question.  That  is  scattered  over  the  three  divisions? 

Answer.  Yes. 

Question.  And  in  the  Mission  Valley  division? 

Answer.  There  are  26.700  acres  in  the  Mission  Valley  division. 

Question.  That  was  for  1928? 

Answer.  That  is  1928. 

Question.  Have  you  any  idea  as  to  whether  there  was  more  or  less  than  that 
in  1929? 

Answer,  I  think  there  was  more.    We  haven't  the  figures  on  it  yet. 

Question.  Now,  from  what  you  have  said  to  us  we  have  gathered  that  the  proj- 
ect is  now  still  in  process  of  completion.    That  is  correct ;  is  it  ? 

Answer.  Yes. 

Question.  What  has  been  the  expenditure  on  this  project  of  construction  to 
date? 

Answer.  $5,222,000. 

Question.  And  I  will  ask  you  what  is  the  estimated  cost  to  complete  the 
project? 

Answer.  $3,047,000. 

Question.  Does  that  include  any  items  for  transmission  lines,  for  pumping 
plant? 

Answer.  Yes. 

Question.  How  much? 

Answer.  $650,000. 

Question.  For  what? 
i     Answer.  Transmission  lines. 
•      Question.  And  how  much  for  pumping  plant? 

Answer.  $476,000  for  pumping  plant. 

Mr.  Ely.  Pardon  me;  is  that  still  to  be  installed?  Is  that  what  you  are 
asking? 

Mr.  Pope.  Yes;  there  is  nothing  installed  yet. 

Mr.  Ely.  What  was  the  original  figure  j^ou  gave  as  to  the  amount  remaining 
to  be  spent  to  complete? 

Mr.  Pope.  $3,047,000. 

By  Mr.  Pope: 

Question.  Now,  with  respect  to  the  various  divisions,  the  ultimate  cost  of 
construction,  the  ultimate  cost  of  construction  on  the  Camas  division  for  the 
completion  of  the  project  is  estimated  to  be  how  much  per  acre? 

Answer.  $125  per  acre. 

Question.  And  on  the  Mission  Valley  division? 

Answer.  $75  per  acre. 

Question.  And  on  the  Jocko  division? 

Answer.  $40  per  acre. 

Question.  Up  to  the  present  time  how  much  per  acre  has  been  expended  on 
these  three  divisions? 
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Answer.  Camas  division,  $94.*L7;  Jocko  division,  $18.16;  Mission  Valley  divi- 
sion, $39.67. 

Question.  Now,  with  respect  to  the  storage  development  at  the  present  time, 
what  is  the  present  capacity  of  the  storage  reservoirs? 

Answer.  Forty-nine  thousand  one  hundred  acre-feet. 

Question.  And  what  is  the  proposed  capacity? 

Answer.  Ninety-one  thousand  eight  hundred  and  seventy  acre-feet. 

Question.  And  would  you  say  that  that  91,870  is  the  ultimate  practical  storage 
capacity  of  the  project? 

Answer.  So  far  as  our  investigation  has  gone,  that  is  the  ultimate  economic 
development  for  storage. 

Question.  Now  I  want  you  to  state  with  respect  to  the  storage  and  water 
supply  problem  upon  the  Flathead  project  whether  or  not  the  reservoirs  are  so 
situated  that  a  carry-over  supply  of  water  is  available  from  one  season  to 
another? 

Answer.  Well,  practically  none. 

Question.  Do  I  understand  you  to  say  that  in  the  way  in  which  the  system 
must  be  operated,  and  by  reason  of  the  location  of  the  reservoirs  and  the  supply 
of  water,  you  are  at  the  end  of  a  season  out  of  water,  ordinarily?  Is  that 
correct? 

Answer.  Ordinarily.  I  will  say  that  the  system  as  it  is  constructed  is  quite 
flexible.  That  is  made  possible  by  reason  of  the  fact  that  two  of  these  reser- 
voirs and  one  contemplated  reservoir  are  above  the  main  feeder  canal,  which 
gives  an  opportunity  to  carry  this  water  to  the  best  place  to  hold  it;  and  by 
holding  it  in  the  upper  reaches  in  case  of  a  shortage  at  some  lower  point,  the 
water  can  be  diverted  to  points  where  it  is  most  needed ;  but  there  is  no  large 
hold-over  storage  site  available  on  the  Mission  Valley  division. 

Question.  So  that  each  season  the  procurement  of  water  for  the  system  must 
be  handled  independently  of  the  supply  from  any  previous  season?  Is  that 
correct"? 

Answer.  That  is  what  it  amounts  to. 

Question.  In  connection  with  your  work  on  the  project,  have  you  calculated 
the  water  requirements?  That  is  to  say,  the  duty  of  water  figured  according 
to  acres? 

Answer.  Yes ;  I  have  done  some  work  along  that  line.  I  have  not  made  stud- 
ies personally,  but  there  have  been  a  number  of  water  studies  made. 

Question.  And  those  have  been  made  under  your  direction? 

Answer.  Some  of  them  were  made  before  I  had  charge  of  the  work. 

Question.  Now,  what  is  the  required  duty  of  water  for  successful  irrigation 
on  this  project,  in  your  opinion? 

Answer.  Well,  the  figures  vary  according  to  locality  and  the  soil  conditions. 
In  making  this  study  the  figures  used  were  from  2  to  4.  In  the  greater  part 
of  the  area  they  allowed  a  duty  of  2  acre-feet  per  acre  per  year.  In  some  areas 
they  allowed  3  and  in  some  areas  4.     Some  smaller  areas  allowed  4. 

Question.  What  would  you  say  was  the  average  duty  of  water? 

Answer.  Well,  since  the  greater  area  is  2.  it  is  very  slightly  over  2. 

Question.  And  in  making  a  calculation  as  to  the  water  requirements  for  the 
entire  project,  what  figure  have  you  taken? 

Answer.  Well,  the  figure  that  has  been  used  in  the  most  recent  study  that 
was  made  was  24,000  acre-feet  as  the  average  requirement  for  the  Mission 
Valley  division. 

Question.  For  the  Mission  Valley  division? 

Answer.  Yes. 

Question.  And  delivered  to  the  farm  or  at  the  point  of  diversion? 

Answer.  That  is  really  at  the  source  of  supply.  It  is  either  at  the  reser- 
voirs or  at  points  diverted  frona  this  canal,  where  it  is  diverted  for  farm  use 
from  the  canal.  . 

Question.  Now,  249,325  acre-feet  is  the  requirement  of  the  project  in  its 
entirety?    That  is,  the  Mission  Valley  division  in  its  entirety?     Is  that  correct? 

Answer.  That  is  the  total  average  demand. 

Question.  What  is  the  total  average  supply  available  for  direct  use  and  for 
storage? 

Answer.  Well,  these  studies  were  made  from  records  of  a  number  of  years, 
from  10  or  12  years,  and  they  show  the  average  for  that  period  as  194,800 
acre-feet  as  the  total  amount  that  was  available  for  storage  and  direct  use. 

Question.  That  Is  what  the  gravity  system  will  supply  iti  the  ordinary — In 
the  average  year,  and  in  a  dry  year  It  would  be  considerably  less  than  that? 
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So  that  in  the  average  year,  how  much  deficiency  in  water  supply  is  there  on 
the  Flathead  project,  or  will  there  be  after  all  the  storage  has  been  completed? 

Answer.  On  the  Mission  Valley  division  that  we  are  talking  about,  it  would 
be  54,525  acre-feet  shortage. 

Question.  Fifty-four  thousand  five  hundred  and  twenty-five  acre-feet  shortage 
on  the  Mission  Valley  division — this  100,000-acre  division? 

Answer.  Yes. 

Question.  This  100,000  acres  just  includes  those  acres  that  are  irrigable? 

Answer.  Yes. 

Question.  It  does  not  include  the  rough  land  or  the  land  taken  out  for  roads? 

Answer.  It  is  the  area  that  we  carry  as  ultimately  irrigable  in  that  division. 

Question.  Now,  from  what  source  do  you  contemplate  procuring  that  addi- 
tional 54,525  acre-feet  requirement? 

Answer.  There  is  only  place  that  it  can  be  procured,  and  that  is  Flathead 
Lake  or  Flathead  River, 

Question.  And  in  a  dry  year  you  would  have  to  procure  a  greater  amount 
than  the  54,000  acre-feet? 

Answer.  Very  likely. 

Question.  How  can  the  water  be  taken  on  to  the  project  from  the  Flathead 
River  or  Lake? 

Answer.  It  can  only  be  taken  by  pumping. 

Question.  Where  is  it  propose(l,  under  the  plans  of  your  oflace  and  of  the 
irrigation  ofiice  and  the  Indian  Bureau,  to  pump  this  supply  of  water?  At 
what  points? 

Answer.  There  are  three  principal  points  on  the  Mission  Valley  division. 
One  is  in  the  Moiese  subdivision,  which  will  require  lifting  the  water  120  feet. 

Question.  And  what  capacity  pump  is  contemplated  by  your  plans  to  provide? 

Answer.  Approximately  50  second-feet. 

Question.  And  in  how  many  acre-feet? 

Answer.  We  estimate  10,125  acre-feet  will  have  to  be  pumped. 

Question.  That  is  for  the  Moiese  subdivision? 

Answer.  Yes. 

Question.  Now,  where  else? 

Answer.  Well,  there  is  a  part  of  the  area  that  we  call  the  Poison  subdivision 
that  lies  just  above  the  town  of  Poison  on  the  north  slope  of  the  hill.  We  esti- 
mate 3,100  acre-feet  will  have  to  be  pumped  there. 

Question.  And  what  is  the  lift  there? 

Answer.  That  is  110  feet. 

Question.  And  what  second-foot  capacity  pump  is  required? 

Answer.  Fifty  second-foot  capacity. 

Question,  Now,  where  else  will  the  pumping  be  done? 

Answer.  The  other  area  is  the  Pablo  subdivision,  which  includes  45,000 
acres  of  the  Mission  Valley  subdivision.  Of  the  Pablo  subdivision  there  is  ap- 
proximately 15,000  acres  that  can  be  supplied  only  by  gravity  from  the  feeder 
canal  and  the  balance,  all  the  balance  of  that,  has  to  take  its  water  supply 
through  the  Pablo  Reservoir.  We  contemplate  pumping  in  the  Pablo  feeder 
canal  above  the  reservoir  and  running  it  through  the  reservoir. 

Question.  What  is  the  lift? 

Answer.  The  maximum  lift  there  is  335  feet. 

Question.  And  what  capacity  pump  is  it  proposed  by  the  plans  of  your  office 
to  install  there  for  that  purpose? 

Answer.  The  present  plans  are  for  three  2-stage  50-second-foot  pumping  units. 

Question.  Making  a  total  of  loO-second-foot  pumping  capacity? 

Answer.  Yes. 

Question.  And  the  quantity  that  you  expect  to  pump  in  this  connection  is 
how  many  acre-feet? 

Answer.  Forty-one  thousand  three  hundred.  And  this  is  all  based  on  average 
season  figures. 

Question,  In  dry  years  it  will  be  much  greater? 

Answer.  Yes,  I  might  make  another  statement  there.  It  should  be  made 
clear  that  in  every  instance  this  water  is  being  pumped  in  the  canals  that  can 
be  supplied  by  gravity  when  the  water  is  there,  and  this  is  simply  a  supple- 
mental supply  to  take  up  the  shortage  in  gravity  water. 

Question,  Now,  I  wish  you  would  describe  the  pumping  units  and  their 
estimated  power  requirements  in  connection  with  these  three  pumping  plants. 
Just  state  them  very  briefly,  giving  the  figures. 
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Ans\\(  r.  >\'oll.  we,  of  course,  have  not  fully  completed  plans  on  the  thing, 
but  the  present  plans  are  for  a  50-second-foot  pump  at  Moiese  to  lift  water  120 
feet,  and  the  estimated  requirement  in  power  is  850  horsepower. 

The  Poison  unit  is  a  50-second-foot  pump  to  deliver  water  110  feet,  and  we 
estimate  850  horsepower  requirement  there. 

The  large  pumping  unit  with  the  three  2-stage  50-second-foot  pumping  units 
we  estimate  at  7,950  horsepower. 

Question.  And  making  a  total  horsepower  requirement  for  pumping  this 
quantity  of  water  which  you  have  described  of  how  much? 

Answer.  Nine  thousand  six  hundred  and  fifty  horsepower. 

Question.  And  that  again  is  based  on  the  requirements  of  an  average  year? 

Answer.  Yes. 

Question.  Now,  have  yon  made  any  figures  or  calculations  as  to  the  cost  of 
this  pumping? 

Answer.  Yes. 

Question.  Have  you  based  those  calculations  upon  power  at  1  mill  per 
kilowatt-hour? 

Answer.  I  have. 

Question.  Will  you  state  what  the  cost  will  be? 

Answer.  Well,  I  worked  it  out  in  this  way :  It  will  require  173,700  kilowatt- 
hours  per  day.  At  1  mill  that  figures  out  to  $173.70  per  day  with  all  three 
outfits  in  operation.  That  is  equivalent  to  35.4  cents  per  acre-foot  for  power 
cost ;  and  estimating  the  cost  of  this  water  at  the  reservoir  or  point  of  use  we 
have  tentatively  added  10  cents,  making  45  cents  an  acre-foot  as  our  estimated 
cost  of  this  power. 

Question.  From  your  experience  as  an  irrigation  engineer  is  that  a  feasible 
proposition  ? 

Answer.  Yes. 

Question.  And  how  does  it  compare  with  the  cost  of  providing  storage 
i-eservoirs? 

Answer.  Well,  it  is  practically  as  economical  as  providing  storage  reservoirs 
at  the  high  cost  of  such  reservoirs. 

Question.  I  understand  you  to  say  that  the  91,870  acre-feet  capacity  storage 
when  all  your  proposed  storage  has  developed  is  the  extreme  practical  storage 
development  of  the  project? 

Answer.  As  far  as  we  know  now  it  is. 

Mr.  Pope.  If  the  commission  please,  I  have  more  questions  to  ask  this  witness, 
but  I  would  like  to  ask  them  later  on.  Under  the  circumstances  I  would  like 
to  withdraw  Mr.  Hanna  now  so  that  Mr.  Swenson  can  take  the  stand,  and  then 
he  can  cross-examine  generally  later  on  on  all  matters  if  that  is  agreeable  to 
the  commission. 

Mr.  Dixon,  I  was  called  out  for  a  few  moments.  If  you  did  not  bring  out 
this  fact,  I  would  like  this  witness  to  put  into  the  record  the  original  scheme 
for  that  irrigation  between  whites  and  Indians,  Did  you  ask  about  the  Indian 
acreage  ? 

Mr.  Pope.  I  will  cover  that  later.  I  didn't  do  that  yet,  l)ut  I  propose  to  do 
that  later,  Mr.  Secretary. 

Mr.  Dixon.  Yes.     I  think  that  is  rather  important. 

Whereupon, 

Warren  G.  Swenson  was  called  as  a  witness  on  behalf  of  the  Flathead  irri- 
gation district,  and,  having  been  first  duly  sworn,  was  examin(Ml  and  testified 
as  follows: 

Direct  examination  by  Mr.  Pope  : 

Question.  Mr.  Swenson,  your  full  name  is  what? 

Answer.  Warren  G.  Swenson. 

Question.  Where  do  you  reside? 

Answer.  My  residence  is  Boise,  Idaho.  My  business  address  is  Twin  Falls, 
Idaho. 

Question.  What  is  your  business,  Mr.  Swenson? 

Answer.  My  business  has  been  civil  and  hydraulic  engineering  and  some 
industrial  work. 

Question.  How  long  have  you  been  in  civil  and  hydraulic  engineering? 

Answer.  I  have  been  engaged  In  practice,  including  my  present  work,  since 
1898. 

Question.  Will  you  state  in  general  what  experience  you  have  luid  in  that 
line? 
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Answer.  My  technical  training  was  had  at  the  engineering  school,  the  Agri- 
cultural College  of  Utah,  where  I  concluded  my  work  in  1903,  returning  in  the 
spring  of  1904. for  graduation  and  the  degree  of  bachelor  of  science  in  civil 
engineering.  During  that  school  career  I  also  did  special  work  in  the  agricul- 
tural phases  and  so  on. 

Between  1903  and  1905  I  was  in  the  engineering  service  of  the  United  States 
Reclamation  Service,  my  time  being  devoted  to  the  study  of  reclamation  projects 
in  the  West,  Idaho  and  Utah  principally ;  and  in  commencement  of  construction, 
particularly  the  Strawberry  project  in  Utah ;  also  investigations  and  so  on. 

In  1906  to  1909  I  was  engaged  by  the  Tellurite  Power  Co.,  a  company 
owning  and  operating  a  number  of  hydroelectric  power  plants  in  the  States  of 
Colorado,  Utah,  and  Idaho.  I  was  also  doing  outside  construction  at  various 
other  points,  including  Niagara  Falls  and  Montana  on  the  Madison  River. 

During  the  period  1910  to  1913  I  was  engaged  in  the  practice  of  engineering 
with  offices  in  Boise,  Idaho,  my  time  principally  being  devoted  to  irrigation 
and  reclamation  engineering,  both  in  the  capacity  of  studying  the  feasibility 
of  projects  and  reporting  thereon  for  financial  investors,  serving  the  State  in 
some  instances,  and  also  planning  and  taking  charge  of  the  construction  of 
various  projects  for  private  companies  in  the  States  of  Idaho  and  Utah. 

During  1914  I  was  engaged  in  drainage  work,  with  headquarters  at  the  city  of 
New  Orleans,  La. 

In  1915  to  1918,  inclusive,  I  was  State  engineer  commissioner  of  reclamation 
in  the  State  of  Idaho,  and  as  such  officer  had  the  administration  and  super- 
vision of  the  distribution  of  all  of  the  water  in  the  State  for  various  purposes 
of  irrigation  and  power,  together  with  the  supervision  of  all  irrigation  works 
constructed  under  the  provisions  of  the  Idaho  irrigation  law  and  inspecting  from 
time  to  time  other  irrigation  work,  particularly  dams,  in  the  interest  of  public 
safety,  and  so  forth. 

In  1919  to  1926,  the  same  dates,  I  was  also  carrying  on  a  consulting  private 
practice  in  Idaho  and  adjoining  States  in  connection  with  irrigation,  drainage, 
and  some  industrial  investigations  in  the  industries,  particularly  connected  with 
and  allied  to  agricultural  products. 

From  1926  to  date  I  have  carried  on  a  consulting  engineering  practice  to  a 
limited  extent,  but  the  bulk  of  my  time  has  been  devoted  to  the  beet-sugar 
business  in  the  capacity  of  district  manager  of  the  Amalgamated  Sugar  Co., 
having  charge  of  its  Idaho  properties,  consisting  of  three  millions  and  doing  • 
a  business  of  about  four  and  a  quarter  to  four  and  a  half  million  dollars  per 
year,  in  addition  to  consulting  work  on  other  property  owned  by  the  company. 

Question.  Has  your  experience  led  you  to  make  investigations  of  irrigation 
projects  in  the  West? 

Answer.  Yes,  sir. 

Question.  How  many? 

Answer.  I  wouldn't  be  able  to  tell  you  now  any  definite  number,  but  I  think 
I  can  say  this  generally :  That  as  to  the  projects  west  of  the  Rocky  Mountains, 
with  the  possible  exception  of  a  few  in  southern  California,  there  are  not  any 
of  consequence  that  I  have  not  been  over.  The  great  bulk  of  them  I  have  had 
occasion  at  various  times  to  examine  in  rather  detail. 

Question.  Does  your  work  in  connection  with  the  beet-sugar  industry  bring 
you  into  contact  with  irrigated  farming  and  the  problems  of  irrigation  and 
reclamation? 

Answer.  To  a  very  great  extent.     Approximately  at  least  50  per  cent  of  the 
problems  with  which  I  am  confronted  in  directing  that  industry  are  agricultural 
or  irrigation  problems:   and  since  the  mills  are  located  in  irrigated  sections' 
or  semiarid  country  where  irrigation  is  necessary  irrigation  is  constantly  a 
problem  and  is  being  considered  and  studied. 

Question.  When  did  you  first  become  acquainted  with  the  Flathead  irriga- 
tion project? 

Answer.  ,T>uring  my  term  of  oflSce  in  the  State  of  Idaho  I  had  occasion  to 
serve  the  State  in  connection  with  a  study  on  the  Columbia  River  and  its 
tributaries,  including  the  Flathead  River  at  Flathead  Lake,  for  the  purpose 
of  attempting  to  reach  a  conclusion  on  the. allocation  of  those  waters  between 
the  States  of  Montana,  Idaho,  Oregon,  and  Washington.  In  connection  with 
that  study  I  became  familiar  with  the  Columbia  River  and  had  more  or  less 
to  do  with  it,  including  Flathead  River  and  Flathead  Lake,  during  1922  to  1926. 

Question.  When  next  did  you  have  occasion  to  investigate  the  Flathead  irri- 
gation project? 

Answer.  Early  in  the  year  1926  I  made  a  complete  investigation  of  the  Flat- 
head irrigation  project,  water  supply,  and  so  forth,  in  connection  with  a  plan 
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to  erect  a  sugar-beet  factory  at  the  town  of  Missoula.  This  plant  was  subse- 
quently erected  in  1928  and  is  now  in  operation. 

Question.  The  company  that  you  are  connected  with  has  recently  established 
a  sugar  mill  at  Missoula? 

Answer.  Yes,  sir. 

Question.  Near  this  territory? 

Answer.  Yes,  sir.  It  is  approximately  50  or  60  miles  from,  I  would  say,  the 
geometrical  center  of  the  project;  and  a  part  of  the  beets  are  now  being  pro- 
duced, a  limited  part  of  them,  on  this  project ;  and  it  is  hoped  and  anticipated 
that  that  production  on  the  project  will  increase. 

Question.  How  extensive  a  study  did  you  make  of  the  project  in  that  con- 
nection ? 

Answer.  I  covered  all  of  the  general  features  of  the  project,  including  an 
examination  of  the  soil,  conditions,  the  water  supply,  climate,  the  condition  of 
farm  development,  the  settlement,  transportation,  and  all  of  the  factors  that 
would  affect  a  question  as  to  whether  beets  could  profitably  be  grown  there; 
and  if  so,  to  w^hat  extent. 

Question.  You  heard  the  testimony  of  Mr.  Hanna,  the  supervising  engineer 
who  testified  here,  did  you  not? 

Answer.  Yes,  sir. 

Question.  I  will  ask  you  if  you  have  had  an  opportunity  previously  to  go 
over  the  figures  which  Mr.  Hanna  has  given  in  his  testimony. 

Answer.  Yes,  sir ;  I  have.    I  have  familiarized  myself  with  them. 

Question.  Now,  I  will  ask  you,  basing  your  answer  upon  what  you  know 
from  your  own  investigations  of  the  Flathead  project,  and  what  you  have 
learned  as  to  acreage,  and  so  forth,  from  Mr.  Hanna's  testimony,  to  state 
whether  you  agree  with  the  conclusions  which  he  has  reached  that  in  an  average 
year  it  would  be  necessary,  in  order  to  supply  the  requirements  of  the  Flathead 
project,  to  pump  approximately  58  acre-feet  of  water  from  the  Flathead  River 
or  lake. 

Answer.  I  agree  that  at  least  that  much  must  be  pumped,  but  I  am  not  In 
accord  with  Mr.  Hanna  as  to  the  estimated  full  requirements.  Ultimately 
I  am  quite  sure  it  will  be  necessary,  especially  in  years  of  low  precipitation 
and  stream  fiow,  to  pump  more  water  than  that  to  adequately  irrigate  that  area. 

Question.  I  understand  you  to  say  that  you  think  his  figures  are  too  con- 
servative? 

Answer.  That  is  entirely  so. 

Question.  Why? 

Answer.  It  may  be  a  rather  long  story  to  tell  precisely  why.  I  will  try  to 
make  it  as  brief  as  I  can. 

In  order  to  succeed  from  an  agricultural  standpoint  on  the  Flathead  project 
a  diversified  agriculture  is  essential,  in  my  opinion.  The  crops  being  grown 
when  I  was  there — and  that  has  not  changed  much  to  this  date — are  princi- 
pally wheat,  alfalfa,  and  a  few  other  grains.  Those  crops  do  not  produce  a 
revenue  sufiicient  to  support  the  various  costs  or  pay  the  various  costs  to 
which  the  farmer  is  put,  and  that  brand  of  agriculture  can  not  be  changed,  in 
my  opinion,  except,  first,  by  their  being  provided  an  adequate  water  supply  for 
the  project ;  and,  second,  by  their  being  provided  other  modern  conveniences 
that  are  demanded  by  the  best  type  of  farmers  that  are  required  to  carry  on 
an  intensive  agriculture  such  as  is  necessary  to  success  in  that  country. 

According  to  the  studies  I  made  in  1926,  the  average  per  acre  return  from 
farms  on  the  Flathead  project,  speaking  principally  of  the  Mission  Valley 
portion,  including  the  Jocko  Valley,  is  about  $20  gross,  based  on  average  pre- 
vailing prices  for  commodities  at  that  time. 

I  understand  that  the  water-supply  costs  on  that  project,  when  completed, 
will  be  $65  per  acre  for  the  Mission  Valley  and  $40  for  Jocko  Valley  and  $125 
for  the  Camas  division. 

I  understand,  further,  that  the  rate  of  repayment  is  to  be  made  on  the  basis 
of  2^2  per  cent  of  those  figures,  those  amounts,  payable  each  year  over  a  period 
of  40  years.  In  the  Camas  division  that  would  require  $3.12Vj  a  year,  in  the 
Mission  Valley  division  $1.62,  and  in  the  Jocko  Valley  $1. 

In  addition  to  those  costs,  according  to  my  investigations  made  In  1926  in 
Lake  County,  in  which  this  project  Is  situated,  the  county  taxes  amounted  to 
73.6  mills ;  and,  as  I  understood  it  at  that  time  and  was  informed  by  the  taxing 
officers  and  recall  the  figures,  the  basis  of  that  valuation  was  just  about  one- 
third  of  the  supposed  actual  cash  value. 

Mr.  Dixon.  Thirty  per  cent  of  the  whole  value. 

The  Witness.  Thirty  per  cent. 
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As  nearly  as  I  could  gather,  the  tax  burden  on  those  lands  at  that  time  in 
their  present  undeveloped  condition  was  a  little  over  $1  an  acre  a  year.  I  un- 
derstand that  has  not  changed  materially.  That  would  be,  perhaps,  an  average 
over  the  territory  with  some  variation  growing  out  of  the  existence  of  local 
improvements  in  districts  such  as  school  districts,  and  so  forth. 

In  addition  to  that  burden  the  settler  is  obliged  to  bear  the  operation 
and  maintenance  charge  of  the  irrigation  project,  which,  as  I  understand,  has 
been  levied  at  the  rate  of  about  80  cents  an  acre.  It  is  not  clear  in  my  mind 
whether  that  has  been  suflScient.  It  is  perfectly  clear  in  my  mind,  and  I  am 
very  certain  that  80  cents  an  acre  will  not  adequately  maintain  the  system,  and 
that  perhaps  that  figure  should  and  will  not  be  less  than  $1.50  to  $1.75  an  acre. 

These  various  costs,  together  with  the  cost  of  producing  the  crop,  seed,  plowing, 
and  other  items,  make  it  perfectly  obvious  that  the  project  can  not  succeed  on  a 
gross  return  of  $20  a  year. 

]\Ir.  Dixon.  AVhat  does  that  make  the  total  charge  on  the  Mission  Valley 
division  for  construction,  overhead,  maintenance,  and  taxes  per  year? 

Answer.  I  have  not  figured  that,  but  I  can  figure  it  in  about  a  minute.  It  is 
$4.03  for  the  three  items  of  repayment  to  the  Government,  operation  and  mainte- 
nance charge,  figured  at  $1.50 — I  think  that  would  probably  be  it — and  taxes  of 
$1.  That  would  make  $4.02.  That  will  leave  in  round  numbers  $16  to  cover 
other  costs. 

Mr.  Dixox.  On  the  Camas  division  what  would  be  the  total? 

The  Witness.  It  would  be  $5.62i/^  for  the  same  three  items. 

In  my  opinion,  the  first  essential  to  success  on  the  project  is  an  adequate 
water  supply.  That  can  only  be  provided,  according  to  my  studies — and  I  con- 
firm Mr.  Hanna's  statement  in  that  respect,  after  a  careful  study  myself — 
by  pumping  from  either  Flathead  Lake  or  Flathead  River.  There  is  no  other 
source  of  supply  available  to  the  project  within  any  reasonable  charge  at  all. 

As  a  matter  of  comparison  it  may  be  interesting  to  the  commission  to  know 
what  other  irrigation  sections  are  producing  where  an  adequate  water  supply  is 
available  and  where  the  matters  of  soil,  climate,  and  so  forth,  are  similar,  but 
where  there  is  an  adequate  water  supply  and  a  full  settlement  of  the  area  by 
really  substantial  farmers.  The  Twin  Falls  territory  in  southeastern  Idaho, 
where  one  of  the  sugar  mills  under  my  direction  is  located,  produces  an  average 
growth  from  the  staple  crops  of  approximately  $100  per  acre  gross  per  year. 

That  figure  is  based  upon  the  staple  crops  of  beans,  34  bushels  to  the  acre, 
at  $3.60  per  bushel,  or  6  cents  a  pound,  making  $119  per  acre ;  sugar  beets,  16 
tons  per  acre,  at  $8,  making  $128  an  acre — it  is  to  be  explained  that  the  contract 
price  for  beets  is  $7.50  per  ton,  but  the  farmer  has  the  tops  left,  which  bi'ing 
him  a  net  re^'enue  from  feeding  concerns  of  50  cents  a  ton  on  the  beet  tops,  if  he 
cares  to  sell  them,  which  makes  a  total  of  $8 — alfalfa,  6%  tons,  at  $8,  making 
$52;  clover  seed,  8  bushels,  at  19  cents  a  pound,  60  pounds  to  the  bushel,  making 
$96  an  acre;  potatoes,  200  bags,  at  $1  a  bag,  making  $200;  wheat,  50  bushels, 
at  $1  a  bushel,  making  $50.  The  prices  that  I  have  applied  are  not  this  year's 
prevailing  prices,  but  are  the  fair  average  over  the  several  years  which  I  have 
been  familiar  with  in  that  territory. 

By  Mr.  Pope: 

Question.  Now,  I  will  ask  you  this,  Mr.  Swenson :  In  growing  crops  of  that 
character  on  a  successful  irrigation  project  what  do  you  say  as  to  what  factor 
the  water  supply  is? 

Answer.  Well,  that  is  a  difiicult  question  to  answer.  Without  water  supply 
you  would  not  have  anything  in  that  territory,  because  it  is  not  capable  of 
growing  crops  without  water. 

Question.  As  these  diversified  crops  are  developed  on  the  project  is  the  water 
required  greater  or  less? 

Answer.  It  is  greater;  and  a  dependable  supply  must  be  more  certain  in 
order  to  encourage  the  production  of  a  diversified  agriculture  and  to  encourage 
the  investment  in  farm  equipment  necessary  to  handle  it ;  and  that  is  not  only 
farm  equipment  and  tools  and  machinery  but  also  farm  equipment  in  the  nature 
of  outbuildings,  silos,  dairy  barns,  and  other  things  that  are  essential  to  working 
up  and  handling  completely  the  products  in  the  way  of  by-products,  and  so 
forth. 

Such  a  diversified  agriculture  has  the  further  advantage  that  under  those 
conditions  farm  labor  and  the  farmer  himself  ordinarily  has  employment  12 
months  out  of  the  year ;  whereas  in  the  1  or  2  crop  country^  limited,  we  will  say, 
to  wheat  and  alfalfa,  such  as  generally  prevails  on  the  Flathead  project,  the 
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farmer's  real  period  of  employment  is  limited  to  the  jxrowing  season  and  the 
harvesting  period,  together  with  the  planting  period  and  what  little  he  is  able 
to  do  in  the  way  of  odd  jobs  in  the  winter. 

The  elevation  at  the  Flathead  project  is  just  about  1,000  feet  lower  than  the 
elevation  at  the  Twin  Falls  project,  about  which  I  have  spoken.  Twin  Falls 
is  4.000  to  3,800  feet  and  the  Flathead  is  2,800  to  2,100  feet,  about. 

The  precipitation  in  the  two  territories  is  almost  the  same.  It  is  practically 
12  inches  in  the  Twin  Falls  territory  and  about  14  average  in  the  Flathead 
section,  these  records  being  taken  froin  official  weather  bureau  reports  covering 
quite  long  periods  of  years. 

The  water  supply  used  at  Twin  Falls  ie  entirely  adequate  and  is  available 
even  in  years  of  lowest  stream  flow,  since  the  stream  water,  its  sink  and  rise, 
is  almost  controlled  in  the  interest  of  irrigation. 

Question.  Let  me  ask  you  this,  Mr.  Swenson :  In  the  case  of  the  Flathead 
project,  aside  from  the  one  feature  of  adequate  water  supply — and  by  that  I 
mean  not  only  the  elements  of  climate,  elevation,  and  soil  conditions,  but  market 
conditions  generally — is  there  any  reason  why,  if  the  water  supply  on  the  Flat- 
head project  equaled  that  on  the  other  projects  that  you  have  mentioned,  the 
Flathead  project  would  not  produce  the  crops  that  you  have  mentioned  as 
being  produced  elsewhere? 

Answer.  I  doubt  if  the  Flathead  project  could  ever  reach  the  same  degree 
of  production  as  at  Twin  Falls,  but  it  should  approach  it  very  closely  if  the 
matters  of  water  supply,  fann  convenience,  and  colonization  are  provided  the 
same  as  they  are  at  Twin  Falls. 

Question.  Now,  I  wish  you  would  take  up  next,  or  go  on,  and  state  what,  in 
your  opinion,  in  view  of  what  you  have  said  as  to  the  requirements  of  the 
div^ersified  form  of  agriculture,  particularly  on  the  Flathead,  you  think  the  duty 
of  water  would  be;  what  the  water  requirements  would  be  per  acre. 

Answer.  My  opinion  is  that  2.49  acre-feet  available  at  the  source  of  supply  is 
inadequate;  that  it  is  my  opinion,  based  upon  rather  a  careful  study,  that  at 
least  3  acre-feet  should  be  available  on  an  average  over  the  project  at  the 
farm  head  gates;  and  it  is  my  opinion  that  you  can  not  expect  an  efficiency 
of  much  more  than  about  70  per  cent  in  the  irrigation  system  over  all ;  that  is, 
70  per  cent  of  the  water  which  js  available  at  the  source  of  supply,  diverted 
from  the  source  of  supply,  might  reasonably  be  expected  to  reach  the  various 
farm  head  gates  on  the  project. 

Question.  That  30  per  cent  loss  does  not  include  any  loss  on  the  farms  them- 
selves from  farm  levees,  so  that  the  deficiency,  if  3  acre-feet  is  required  at  the 
farm,  would  be  the  difference  between  41/2  acre-feet  and  2.49,  or,  in  round 
numbers,  1.8  acre-feet.  That  is  to  say,  you  think  that  Mr.  Hanna  has  under- 
estimated the  required  amount  of  water,  the  required  duty  of  water,  by  about 
1.8  acre-feet? 

Answer.  Yes,  sir. 

Question.  You  say  that  it  should  be  about  4.3  acre-feet  at  the  source  of 
supply? 

Answer.  Yes,  sir ;  4.5  at  the  source  of  supply. 

Question.  Assuming  that  the  figure  that  was  given  by  Mr.  Hanna  is  too  low 
by  1  acre-foot — that  is,  say  you  would  increase  his  estimate  of  the  duty  of 
water  by  1  acre-foot — what  effect  would  that  have  upon  the  quantity  of  water 
that  would  have  to  be  supplied  by  pumping?  In  other  words,  how  much  would 
It  increase  the  54  acre-feet  which  he  has  stated  is  contemplated  to  be  pumped 
in  an  average  year? 

Answer.  Whatever  additional  water  may  be  required  over  and  above  the 
quantity  set  out  by  Mr,  Hanna  would  have  to  be  pumped,  because  the  quantity 
he  has  set  out  as  being  available  is  the  total  quantity  of  gravity  water  that 
can  be  utilized  plus  some  pumping. 

Question.  That  is  to  say,  that  if  the  duty  of  water  is  increased  as  you  say  it 
would  have  to  be,  the  amount  of  water  required  to  be  pumped  is  increased  more 
than  proportionately  ? 

Answer.  Yes.     Surely. 

Question.  In  other  words,  if  the  duty  of  water  were  3.49  instead  of  2,49.  as 
he  stated,  the  quantity  of  water  that  would  have  to  l>e  pump<Hl  for  the  Mission 
Valley  division  instead  of  being  54,000  acre-feet  would  be  l."')4.()00  acre-feet? 
Is  that  correct? 

Answer.  Yes,  sir.  That  is  correct. 

Question.  That  additional  acre-foot  is  required  for  the  whole  100.000  acres? 

Answer.  Surely. 
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Qiu'srioii.  N(»w.  what  is  your  oiiiniiui  ;is  to  whetlior  at  least  that  amount  is 
going"  to  lie  rtMinirod  upon  the  ultimate  development  of  this  i^roject? 

Answer.  1  should  not  expect  that  it  would  be  required  immediately,  liut 
certainly,  when  the  project  is  fully  developed,  and  a  brand  of  aiirieuhure  that 
will  succeed  in  that  country  is  employed,  that  quantity  of  water  will  \)v  neces- 
sary, in  my  opinion,  for  successful  irrigation.  I  don't  mean  liy  that  that  it  will 
all  have  to  be  pumped,  for  this  reason:  A  part  of  this  deliciency  can  he  ohrained 
by  pick-up  water  i^n  ihe  prMjcci — I  mean  waste  water  and  perci  lat 'ng  water 
which  finds  its  way  into  the  depressions  and  so  may  be  picked  up  and  used  on 
lower  lands.  That  is  customary  throughout  irrigation  systems,  and  it  is  physi- 
cally possible  on  the  Flathead  project. 

Still  another  source  r.f  supply  that  may  be  drawn  upon  is  the  matter  of  under- 
ground water,  which  I  think  naturally  wotild  have  to  be  pumped,  or  it  would 
be  more  feasible  to  pump  it  than  obtain  it  otherwise.  Practically  every  irri- 
gation project  in  the  West  where  an  adequate  water  supply  has  been  available 
for  a  number  of  years  has  developed  conditions  where  they  require  artilicial 
drainage,  and  I  sli<aild  naturally  expect  that  on  this  project  rather  considerable 
areas  will  require  draining  in  future  years  after  the  full  water  supply  is  arail- 
able  and  used. 

The  old  practice  of  accomplishing  drainage  by  open  drains  and  tiles  is  rather 
giving  way  to  a  new  and  better  method  of  pumping  from  wells  sprinkled  about 
the  project,  the  pumped  water  being  utilized  supplementing  the  irrigation  sup- 
ply ;  and  I  naturally  would  expect  that  a  part  of  that  deficiency,  as  the  project 
developed,  might  be  made  up  from  that  source,  might  be  pumped  from  that 
source,  at  a  cheaper  cost  in  power  and  in  actual  cash  than  it  could  be  pumped 
from  the  river  or  the  lake. 

Question.  I  understand  you  to  say  that  experience  on  other  irrigation  proj- 
ects has  disclosed  that  with  the  development  of  the  project  drainage  is  necessary 
on  certain  areas.     Is  that  it? 

Answer.  Yes. 

Question.  And  it  has  been  found  now  by  experience  that  the  most  feasible 
way  to  do  that  is  how? 

Answer.  Wherever  it  has  been  tried  and  where  the  conditions  are  suitable 
the  most  feasible  way  of  accomplishing  that  drainage  has  been  to  pump  from 
wells  scattered  over  the  project  in  the  seep  areas,  pumping  the  water  out  from 
the  underground  and  making  it  available  to  supplement  the  irrigation  water. 

Question.  In  other  words,  you  pump  from  the  low  areas  back  into  the  ditch, 
do  you? 

Answer.  In  other  words,  the  matter  of  drainage  in  irrigation  practice  is  not 
the  same  as  commonly  spoken  of  in  reclaiming  swamp  lands.  It  is  the  matter 
of  lowering  the  water  table. 

By  Mr.  Dixox  : 

Question.  Does  the  alkali  that  gets  into  the  drainage  water  affect  the  water 
for  agricultural  ptirposes? 

Answer.  Under  ordinary  conditions  the  alkali  content  of  such  pump  water 
has  not  been  detrimental  to  crop  production. 

By  Mr.  Pope: 

Question.  What  has  been  the  experience  in  other  districts  or  other  projects 
where  a  gravity  drainage  system  has  been  put  in?  Have  you  known  of  any 
instances  where  this  has  been  abandoned  in  favor  of  pumping? 

Answer.  The  most  marked  example  of  that  is  in  the  vicinity  of  Fresno,  Calif., 
where  very  extended  areas,  running  up  into  the  hundreds  of  thousands  of  acres, 
were  originally  drained  by  open  drains,  only  to  find  that  it  was  more  feasible 
to  accomplish  the  drainage  in  the  manner  I  have  described — by  pumping.  These 
open  drains  now  have  been  abandoned,  covered  up,  and  the  drainage  is  now  being 
accomplished  with  pumping,  and.  according  to  the  information  I  have,  last 
year  considerably  more  than  1,000,000  acres  of  additional  supplemental  water 
supply  was  <il)t;iined  for  that  territory  through  that  means. 

Question.  Now.  this  involves  a  very  small  lift  and  a  very  high  degree  of 
eflBciency.  this  operation  of  pumping,  does  it  not? 

Answer.  Those  pumps  have  an  efficiency  varying  from  70  to  80  per  cent, 
ordinarily.  In  that  territory  they  are  pumping  rather  higher  lifts  than  per- 
haps might  be  feasible  elsewhere,  because  the  land  is  high  priced  in  value. 
Their  lift  is  from  130  to  160  feet :  in  some  instances  200  feet.  After  the  casing 
is  down  the  same  is  perforated  with  a  lot  of  holes  so  as  to  open  up  ports 
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through  the  pervious  strata  and  permit  water  to  enter.  The  water  rises  in 
the  hole  up  to  the  level  of  the  water  table.  At  certain  stages  of  the  year  that 
may  be  from  4  to  10  feet.  During  the  latter  part  of  the  pumping  season  that 
will  pull  that  water  table  down  to  30  or  40  feet  below  the  surface.  That  is 
the  usual  fluctuation. 

Question.  What  is  your  opinion  as  to  whether  power  will  ultimately  be 
required  on  the  Flathead  project  for  drainage? 

Answer.  I  am  very  certain  that  if  the  area  is  adequately  watered  and 
properly  farmed,  drainage  will  be  necessary.  I  am  not  prepared  now  with  the 
study  I  have  made  to  state  definitely  that  pumps  would  be  the  most  feasible 
way  to  do  it.  It  requires  si  me  study  of  the  under  stratum,  and  I  doubt  if  that 
study  could  be  made  until  the  water  table  actually  develops. 

Question.  Now,  I  will  ask  you  if  you  have  been  over  Mr.  Hanna's  figures,  as 
to  the  pumps,  their  capacity,  and  so  forth? 

Answer.  Yes,  sir;  I  have. 

Question.  And  the  amount  of  pumping  he  stated  was  proposed  to  be  done; 
you  have  done  that? 

Answer.  Yes,  sir. 

Question.  Now,  what  do  you  think  will  be  the  horsepower  required  for  pump- 
ing on  this  project  after  it  is  further  developed? 

Answer.  Well,  I  have  not  figured  definitely  on  that.  I  have  not  analyzed  these 
pumping  plants  and  the  designs  of  them.  Assuming  that  the  power  required  to 
operate  the  pumps  described  by  Mr.  Hanna  is  9,650  horsepower,  I  am  very  posi- 
tive in  my  belief  that  if  that  quantity  is  only  going  to  provide  2.49  acre-feet, 
very  soon  after  this  project  is  further  developed  the  entire  15,000  horsepower 
will  be  utilized  for  pumping,  and  that  probably  will  be  found  insuflacient  during 
especially  dry  years. 

Question.  Is  it  your  opinion  that  when  this  project  is  further  developed  the 
entire  15,000  horsepower  will  be  required  for  pumping? 

Answer.  Yes;  especially  during  dry  years. 

Question.  And,  of  course,  the  estimates  that  you  have  made  as  to  the  duty 
of  water  are  based  upon  an  average  year? 

Answer.  No.  The  estimates  that  I  have  made  with  respect  to  the  duty  of 
water,  when  I  spoke  about  3  acre-feet  delivered  at  the  farm,  is  the  amount  that 
should  be  available  each  year. 

Question.  Each  year? 

Answer.  Each  year. 

Question.  I  will  ask  you  if  you  have  calculated  on  the  basis  of  1  mill  per 
kilowatt-hour  the  cost  of  the  pumping  these  lifts? 

Answer.  Yes;  I  have.  Prom  the  information  given  here  by  Mr.  Hanna.  I 
confirm  his  figures,  that  1  mill  per  kilowatt-hour,  9,650  horsepower  would  amount 
to  $173.69  in  24  hours.  That  quantity  of  water  pumped  by  that  power  in  24 
hours,  assuming  these  pumps  to  operate  to  their  rated  capacity,  would  be  490 
acre-feet,  or  twice  their  cubic  feet  per  second  capacity.  The  cost  of  the  power 
alone  for  pumping  that  would  be  in  round  numbers  35  cents  an  acre-foot. 

Question.  Is  that  feasible  in  irrigation  practice? 

Answer.  Yes.    I  should  say  it  is  entirely  feasible. 

Question.  Have  you  had  any  experience  with  other  pumping  irrigation 
projects? 

Answer.  Yes,  sir. 

Question.  How  would  those  costs  compare  with  the  costs  elsewhere? 

Answer.  The  cost  of  power  in  this  instance  of  1  mill  is  much  lower  than  any 
I  know  of. 

Question.  That  is  compensated  for,  however,  by  the  lift;  is  it  not? 

Answer.  Yes,  sir;  that  is  true.  That  lift  here,  at  least  at  the  Tablo  plant, 
Is  unusually  high,  being  335  feet.  If  it  were  necessary  to  purchase  commercial 
power  at  the  ordinary  prevailing  rates  in,  say,  Idaho,  such  lifts  would  not  be 
feasible.  The  Flathead  average  lift,  as  it  has  been  computed  in  the  three  plants, 
is  176.5  feet. 

The  plant  in  Idaho  operating  under  a  static  head  of  about  Q2V^  feet,  with 
an  effective  head  of  about  70  feet,  is  succeeding,  buying  commercial  power  under 
a  sliding-scale  rate  with  a  minimum  fixed  at  $22.50  per  horsepower  for  the  sea- 
son. The  actual  charge  Is  based  upon  various  other  factors  entering  it,  Includ- 
ing kilowatt-hour  consumption,  the  maximum  demand  for  it,  and  so  forth.  That 
Is  a  little  bit  more  than  thn^e  times  the  cost  of  power  at  the  rate  of  1  mill ;  and 
the  head  there  Is  approximately  three  times  or  a  little  more  than  three  times  the 
weighted  average  head  at  this  point,  so  It  is  a  very  fair  comparison.    That  proj- 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES      2853 

ect  is  succeeding,  but  I  do  not  think  it  would  succeed  with  a  very  much  higher 
burden. 

Question.  That  is  to  say,  this  cost  is  comparable  to  the  costs  that  have  been 
met  successfully  at  other  pumping  projects? 

Answer.  Yes.  This  is  quite  material  when  puwer  is  purchased  on  the  basis 
of  kilowatt-hours.  The  project  I  referred  to  in  Idaho  gets  its  entire  supply  from 
pumping,  whereas  Flathead  will  only  have  to  have  its  supplemental  supply  that 
wny.  Therefore,  less  annual  power  will  be  consumed  for  the  same  result  at 
Flathead. 

Question.  What,  in  your  opinion,  would  be  the  elf  ect  on  this  project  of  a 
failure  to  procure  this  block  of  power  which  is  supposed  to  be  furnished  in 
connection  with  this  license? 

Answer.  Unless  power  is  available  for  pumping  water,  and  available  at  rates 
not,  at  least,  much  greater  than  1  mill  per  kilowatt-hour,  the  project  would 
either  have  to  be  abandoned  or  it  would  have  to  be  materially  reduced  in  area. 
If  the  latter  plan  were  adopted,  there  is  some  question  as  to  whether  or  not 
the  area  could  be  cut  down  in  a  way  so  that  the  remaining  lands  could  succeed. 
In  other  words,  the  per-acre  burden  of  maintenance,  and  so  forth,  and  especially 
the  burden  of  repaying  the  Government  costs,  would  be  added ;  and,  in  my 
opinion,  could  not  be  borne. 

Question.  In  other  words,  the  reduction  in  acreage  would  increase  the  per- 
acre  charge  on  the  lands  remaining  in  the  project? 
Answer.  Yes,  sir. 

Question.  And  the  effect  of  that  would  be  that  farmers  in  portions  that 
were  abandoned  would  lose  their  investment  so  far  as  they  have  invested  it 
with  a  view  of  farming  with  irrigation?     Is  that  correct? 

Answer.  Well,  the  properties  would  be,  of  course,  abandoned  so  far  as  irriga- 
tion is  concerned;  and  the  lands  would  have  to  revert  to  their  original  use 
before  they  had  water,  or,  at  least,  would  have  to  be  utilized  without  water  or 
not  used  at  all.  The  farmer,  perhaps,  under  that  arrangement  would  want  to 
be  compensated  for  that  loss  he  might  sustain  if  he  were  moved  off. 

Question.  Do  I  understand  you  to  say,  then,  that,  in  your  opinion,  the  secur- 
ing of  this  block  ot  power  is  absolutely  essential  for  the  success  of  the 
project? 

Answer.  Yes,  sir;  it  is. 

Question.  And  that  there  would  be  only  two  alternatives :  Either  the  project 
would  have  to  be  abandoned  or  the  area  very  materially  reduced,  with  the 
result  of  an  impossible  per-acre  charge  on  the  remaining  lands?  Is  that 
correct. 

Answer.  Yes.     That  is  very  true. 

Question.  Now,   you  understand,  do  you,  Mr.   Swenson,  that  it  is  proposed 
that  some  of  the  power  that  is  to  be  furnished  the  United  Stntes  for  the  use 
of  the  project  may  be  used  for  running  the  project  electrically? 
Answer.  Yes.     I  understand  that  is  true. 
Question.  And  you  have  in  mind  the  proposed  rates,  do  you? 
Answer.  Yes,  sir. 

Question.  What  would  that  mean  to  that  country  as  an  economic  or  an  agri^ 
cultural  proposition ;  that  is,  what  would  be  the  value  to  the  project  and  to  the 
people  that  lived  there  of  procuring  this  resource? 

Answer.  I  think  that  the  availability  of  electric  power  on  the  farm  is  now 
absolutely  essential  to  success,  especially  in  areas  that  are  not  colonized,  that 
are  not  settled.  Experience  in  Idaho  and  elsewhere  where  I  am  acquainted 
has  led  to  the  conclusion  that  farms  can  not  be  sold,  lands  will  not  be  occupied, 
unless  the  modern  conveniences  provided  through  electric  energy  are  available; 
and  if  they  are  occupied,  they  will  be  occupied  by  the  rather  indifferent,  shift- 
less class  of  settlers  who  won't  succeed  anywhere. 

The  matter  of  use  of  electric  current  on  the  farms  has  long  since  passed 
the  luxury  stage;  and  it  has  gotten  to  be  a  real  necessity,  not  only  for  the 
electric  lights  and  other  household  uses  but  for  refrigeration,  for  plants  to 
provide  culinary  water  under  a  pump  and  air  pressure  system,  and  also  for 
use  upon  the  farm  itself,  for  farm  lighting,  for  dairy  purposes',  chopping  feed, 
silo  purposes,  for  the  shop  work  that  is  done  ordinarily  on  the  successful  farm 
in  the  way  of  sharpening  tools  and  various  other  appliances.  I  think  all  of 
these  things  are  absolutely  essential  to  the  success  of  modern  farming,  and 
I  would  entertain  grave  doubts  as  to  whether  or  not  the  Flathead  project  could 
be  successfully  colonized  unles  at  least  there  is  a  very  promising  prospect  held 
out  to  settlers  that  those  things  and  those  conditions  will  be  available. 
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Question.  Have  you  bad  any  familiarity  witli  projects  where  farm  power  has 
been  made  available  to  farmers? 

Answer.  Yes,  sir;  I  have. 

Question.  Have  you  any  idea  as  to  the  quantities  of  power  which  are  used  on 
farms? 

Answer.  I  have  some  notion  of  the  quantity  that  tlie  rural  customers — the 
rural  consumers  are  all  farm  customers — of  the  Idaho  Power  Co.,  which  serves 
the  terrtitory  between  Blackfoot  on  the  east  and  below  Weiser  on  the  west,  a 
distance  of  probably  six  or  seven  hundred  miles,  are  using.  According  to 
my  understanding,  those  rural  customers — and  there  are  approximately  9,000 
of  them  now — are  using  about  thirteen  to  fourteen  hundred  kilowatt-hours 
a  year  to  a  customer.  That  is  after  a  program  that  was  only  inaugurated  a 
couple  of  years  ago  and  put  into  effect. 

Question.  What  do  you  think  they  will  ultimately  use?  Have  you  any  idea 
on  that? 

Answer.  I  should  think  that  their  consumption  has  not  at  least  reached 
more  than  50  per  cent  of  w^hat  it  might  be  expected  to  reach.  That  would  be 
my  judgment. 

Question.  Under  the  circumstances  proposed — that  is,  of  making  available 
cheaper  farm  power  to  the  farms  on  the  Flathead — what  would  you  say  ought  to 
be  the  per  farm  consumption? 

Answer.  I  don't  see  any  reason  why  it  should  not  equal  the  consumption 
elsewhere  and  be  about  the  same  as  the  figure  I  have  just  given — at  least 
that  much. 

Question.  Now,  I  will  ask  you,  in  order  to  check  your  estimate  as  to  the 
amount  of  water  required  for  the  completed  project,  to  state  what  your  expe- 
rience has  been  on  reclamation  projects  generally,  as  to  whether  the  early 
estimates  of  water  requirements  have  had  to  be  increased  as  the  project  has 
developed  and  further  experience  has  been  available. 

Answer.  Practically  all  of  the  projects  that  have  been  constructed  in  the 
West,  especially  up  until  the  last  few  years,  were  found  to  be  deficient  in 
water  supply;  in  other  words,  the  original  estimates  were  too  low.  I  don't 
know  of  any  projects  in  Idaho,  except  a  few  of  the  old  small  canals  which 
were  constructed  by  the  early  pioneers,  that  did  not  have  to  seek  additional 
water  supply. 

Question.  Is  there,  to  your  knowledge,  a  common  basis  adopted  by  the  courts 
of  the  West  in  decreeing  private  water  rights  to  individual  appropriators  and  in 
fixing  the  duty  of  w^ater  to  be  entered  in  the  decree? 

Answer.  Yes,  sir. 

Question.  What  is  that? 

Answer.  In  Idaho  and  Montana  about  1  inch  to  the  acre  is  the  customary 
award  by  the  court  for  the  average  irrigated  farm. 

Question.  And  what  would  that  amount  to  in  an  ordinary  irrigating  season? 

Answer.  On  the  basis  of  continuous  delivery  of  100  days  it  would  be  5  acre- 
feet,  about. 

Question.  That  would  be  5  acre-feet? 

Answer.  Yes,  sir. 
'    Question.  Have  you  any  other  comments  to  make  upon   that  proposed  de- 
livery of  power  to  the  United  States  for  the  use  of  this  project  which  you  think 
would  be  of  interest  to  the  commission  and  about  which  I  have  not  made  in- 
quiries, Mr.  Swenson? 

Answer.  No;  I  don't  think  that  I  have. 

Mr.  Pope.  You  may  take  the  witness.  , 

Mr.  t)ixoN.  Suppose  we  take  a  recess  of  five  minutes  to  get  our  breath. 

(A  5-minute  recess  was  taken.) 

Mr.  Dixon.  Have  you  any  further  questions? 

By  Mr.  Pope: 

Question.  In  making  your  statement  as  to  the  total  cost  to  the  farmer  per 
acre  on  the  Mission  Valley  division  for  payment  of  cost  of  construction,  cost  of 
operation  and  maintenance  and  taxes,  on  a  basis  of  $65  per  acre  construction 
charge,  I  think  you  assumed  that  one-fortieth  would  have  to  be  paid  each  year? 

Answer.  That  is  correct. 

Question.  If  it  should  appear  within  the  repayment  contract  with  the  United 
States  that  the  amount  of  payment  would  be  less  than  one-fortieth,  and  the 
payment  period  extended  over  a  period  of  approximately  57  to  60  years,  making 
the  per  acre  charge  for  construction  annually  .$1.12  or  $1.15,  would  that  differ- 
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ence  in  figures  change  the  conclusion  that  you  have  arrived  at  in  any  respect 
as  to  the  ability  of  the  farmer  to  meet  the  payments  in  excess  of  the  aggregate 
$65  construction  charge? 

Answer.  No,  sir.  The  small  reduction  in  his  fixed  charges  would  make  no 
difference  in  my  conclusion. 

Mr.  Pope.  That  is  all. 

Mr.  Dixon.  Does  anybody  want  to  cross-examine  Mr.  Swenson? 

Mr.  SCATTERGOOD.  I  would  like  to  ask  Mr.  Swenson  if  he  would  be  good  enough 
to  supplement  his  testimony  by  telling  us  the  dates  at  which  he  estimates  that 
this  supplementary  pumping  would  have  to  begin  and  how  many  days  would 
it  extend  over? 

The  Witness.  That  is  a  very  difficult  thing  to  estimate  on  this  project, 
because  of  the  fact  that  some  of  these  pumps  discharge  in  canals  which  empty 
into  the  reservoir,  and  ordinarily  pumping  would  begin  immediately  as  soon  as 
there  was  reservoir  capacity  av.iilable.  In  fact,  if  a  short  water  year  is  in 
prospect,  even  when  it  is  not  likely  that  the  reservoirs  would  be  filled  by 
gravity  diversions,  pumping  might  even  be  resorted  to  in  the  winter  time  or 
during  the  nonirrigating  season ;  so  that  I  know  of  no  way  now  with  the  in- 
f^llpiation  I  have  to  estimate  the  actual  dates  when  these  pumps  might  have 
to"'be  operated.  That  could  be  settled  with  all  the  pumps,  I  understand,  of 
the  set-up  except  the  one  that  goes  to  the  plant  that  I  think  was  designated 
as  the  Molese  pumping  plant. 

Question.  In  other  words,  you  haven't  studied  the  flow  of  the  waters  there 
sufficiently  to  give  us  any  statement  as  to  the  number  of  days  of  pumping 
required  ? 

Answer.  No ;  I  haven't  studied  the  detailed  demands  of  the  respective  di- 
visions of  the  project  and  the  allocation  of  water  from  the  respective  reservoirs 
to  the  various  areas. 

Question.  Can  you  do  it  upon  the  areas  as  a  whole? 

Answer.  No:  I  don't  think  it  could  be  done  as  a  whole.  I  think  you  have 
got  to  first  work  the  detail  for  each  division,  taking  each  reservoir  and  the 
various  sources  of  supply. 

Question.  Then,  you  could  throw  absolutely  no  light  on  the  total  cost  of  this 
pumping,  taking  an  average  season  into  consideration? 

Answer.  Well,  only  to  the  extent  that  it  would  cost  approximately  45  cents 
an  acre-foot  for  whatever  quantity  was  required. 

Question.  How  early  would  you  begin  to  need  that  water  for  the  acre-foot? 

Answer.  Well,  you  would  have  to  have  it  available  as  soon  as  the  storage 
water  from  gravity  was  exhausted,  at  least. 

Question.  You  don't  know  when  that  would  be? 

Answer.  No.    That  would  vary  with  the  seasons. 

Question.  But  you  haven't  made  any  calculation  for  an  average  season? 

Answer.  Well,  not  based  upon  that  particular  feature;  no. 

Question.  In  other  words,  you  can't  tell  us  at  all  what  would  be  involved 
in  this  item  of  power  for  pumping  in  an  average  season? 

Answer.  Yes ;  an  average  season.  Assuming  that  the  duty  of  water  is  as 
given  by  Mr.  Hannah — 2  49/100  acre-feet  delivered — the  quantity  of  power  would 
be  9.650  horsepower,  a  cost  of  $173.69  per  day,  or  a  cost  of  approximately,  in- 
cluding upkeep  on  pumps,  as  Mr.  Hannah  gave  the  figure,  45  cents  an  acre-foot. 
At  times  the  quantity  of  water  required  on  an  average  season,  which  was 
54,000  and  a  fraction  acre-feet 

Question.  What  I  was  trying  to  get  at  is  whether  you  could  throw  any  light 
on  the  number  of  days  at  $173  a  day. 

Answer.  Well,  to  furnish  the  average  amount  of  water  the  number  of  days 
would  be  173.  divided  into  54.000  feet. 

Question.  Won't  you  do  that  and  tell  us  the  number  of  days? 

Answer.  Yes,  sir. 

By  Mr.  Cochrane: 

Question.  Mr.  Swenson,  490  acre-feet  per  day,  didn't  you  say? 

Answer.  Yes. 

Question.  Divided  into  54.000? 

Answer.  Yes;  that  is  correct.  The  statement  was  incorrect  in  that  I  was 
confusing  the  quantity  of  water  required  with  the  cost  per  day,  practically 
110  days. 
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By  Mr.  Scatteegood  : 

Question.  When  would  you  begin  to  pump  those  110  days? 

Answer.  Just  as  quickly  as  tlun^  wns  available  reservoir  capacity. 

Question.  Have  you  stated  tlu'  r(\-<ervoir  capacity  in  connection  with  the 
waterfall  here? 

Answer.  I  have  to  some  extent. 

Question.  When  would  that  season  begin,  then? 

Answer.  It  might  be  expected  to  begin  very  early  in  May,  when  the  irrigation 
season  begins. 

Question.  Could  you  throw  any  light  on  whether  or  not  it  would  conform 
to  the  time  when  there  would  be  water  in  the  Flathead  Lake,  showing  its  rela- 
tion to  the  subject  that  we  discussed  yesterday  of  the  primary  or  secondary 
power  ? 

Answer.  Well,  I  should  say  so  far  as  the  maximum  capacity  of  the  pump  was 
concerned,  that  that  period  would  exist  after  the  flood  discharge  of  the  Flat- 
head River  had  subsided. 

Question.  What  time  would  that  be? 

Answer.  I  haven't  looked  at  those  hydrographs,  but  a  good  long  time.  M^ 
memory  is  that  that  flood  is  pretty  well  gone  by  around  the  20th  of  Jun^^ 
would  say,  or  perhaps  the  ;lst  of  July. 

Question.  Well,  the  upshot  is  it  is  your  conclusion  that  this  would  be  primary 
or  secondary  power  that  would  have  to  be  used  for  the  pumping  that  you  have 
said  was  necessary  for  the  success  of  the  project? 

Answer.  Well,  I  should  thiiik  it  would  be  a  demand  on  primary  power, 
although  a  part  of  it  during  the  early  part  of  the  season  might  be  supplied 
from  secondary  power.  That  would  depend  entirely  upon  the  operation  of  the 
lake,  the  amount  of  storage  provided,  and  the  other  load  conditions  on  the  power 
plant. 

Question.  You  haven't  gone  into  that  so  you  could  throw  any  light? 

Answer.  No,  sir.     I  am  not  familiar  with  it. 

Mr.  Dixon.  Are  there  any  other  questions  to  ask  Mr.  Swenson? 

By  Mr,  Jeluson  : 

Question.  Mr.  Swenson,  you,  as  a  member  of  the  board  of  engineers,  made 
some  very  extensive  surveys  on  the  upper  Columbia? 

Answer.  I  wouldn't  go  so  far  as  to  say  that  I  personally  made  any  extensive 
surveys.  I  was  a  member  of  the  board  that  had  to  do  with  a  study,  a  general 
study,  on  the  upper  Columbia,  but  my  interest  was  principally  one  of  guarding 
the  rights  of  the  State  of  Idaho,  and  my  work  outside  of  the  State  of  Idaho 
was  therefore  of  a  very  general  character. 

Question.  You  have  concurred  in  the  general  conclusion  of  that  board,  have 
you  not? 

Answer.  My  memory  is  that  I  did.  You  referred  to  the  board  that  submitted 
a  report  to  the  Federal  Water  Power  Commission? 

Question.  Yes,  sir. 

Answer.  Yes,  sir. 

Question.  Do  you  remember  the  first  conclusion  that  you  came  to  after  that 
survey  ? 

Answer.  No;  I  do  not. 

Question.  Would  you  recognize  it  if  you  heard  it? 

Answer.  I  rather  think  probably  I  would. 

Question  (reading)  :  "  Irrigation  should  be  given  free  and  given  to  the  fullest 
irrigation  extension  in  Montana,  Idaho,  and  Washington,  and  no  rights  should 
be  allowed  to  accrue  to  the  lower  Interest  which  would  legalize  limitation  of  or 
interference  with  irrigation  above." 

Does  that  sound  familiar? 

Answer.  It  does  sound  familiar.  I  think  that  is  substantially,  as  I  am  able  to 
remember,  the  wording  of  one  of  the  conclusions. 

Question.  That  was  a  board  of  engineers  composed  of  the  State  engineers 
of  Montana,  Idaho,  Oregon,  and  Washington,  was  it  not? 

Answer.  Well,  It  was  oflScers.  I  think  with  respe^'t  to  Washington  the  officer 
was  not  designatefl  as  State  engineer,  but  State  hydraulic  engineer.  Otherwise 
that  statement  is  correct. 

Question.  And  Colonel  Cavanaugh? 

Answer.  Yes;  representing,  as  I  remember,  the  War  Department. 

Question.  And  some  hydraulic  engineer  representing  the  Geological  Survey? 

Answer.  Yes,  sir.    I  think  Mr.  Henshaw. 
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Question.  You  have  been  familiar  all  along  with  what  progress  has  been  made 
in  surveys  along  the  upper  Columbia-Flathead  country? 

Answer.  Well,  generally  so. 

Question.  As  you  recollect  it,  has  there  been  any  more  important  or  far-reach- 
ing survey  conducted  on  the  upper  reaches  of  the  Columbia  than  that  particu- 
lar survey? 

Answer.  Well,  the  fact  is  I  am  not  familiar  with  it,  although  there  might 
well  have  been  and  I  would  not  have  known  it. 

Question.  You  thought  that  was  a  very  competent  board  and  made  a  very 
thorough  survey  of  that  upper  country,  did  you  not? 

Answer.  Oh,  I  would  regard  it  a  sort  of  a  fair  reconnaisance,  but  only  that. 
It  was  not  a  fine  survey  in  any  sense.  The  facilities  and  time  devoted  to  the 
subject  would  not  permit  a  survey. 

Question.  While  you  were  surveyor  of  the  State  of  Montana  you  made  a  spe- 
cial reiK)rt  to  the  governor?    This  was  a  special  report? 

Answer.  Well,  that  was  not.  I  assume  you  refer  to  a  report  relating  to  th<i 
Columbia  Basin  project  of  the  use  of  lakes  in  north  Idaho  for  storage  of  water. 
That  was  not  made  w'hen  I  was  the  State  oflScer.  That  was  made  subse- 
quently, although  the  bulk  of  the  information  was  gathered  while  I  was  in 
office,  and  it  was  made  after  I  resigned  and  left  the  office. 

Question.  You  made  some  studies  about  the  land  that  was  overflowed  and 
seepage,  was  it  not,  around  Sand  Point  during  high  water  of  Lake  Pend 
Oreille,  did  you  not? 

Answer.  Yes ;  general  studies. 

Question.  You  found  that  there  was  much  damage  done  by  seepage,  did  you 
not,  to  the  land  in  and  around  that  town — Sand  Point? 

Answer.  Sand  Point? 

Question.  Sand  Point;  yes. 

Answer.  During  years  of  extreme  high  water  that  town  did  suffer.  I  think 
it  has  been  pretty  well  overcome  now — considerably  damaged  each  year,  as  I 
gathered  from  hearsay  and  other  information. 

Question.  Also,  in  that  special  report  that  you  rendered  to  the  governor  did 
you  not  say  something  about  the  utilization  of  Coeur  d'Alene  Lake  and  Pend 
Oreille  Lake  and  Priest  Lake  as  recreation  grounds  and  pleasure  resorts  for 
the  people? 

Answer.  I  did.;  yes,  sir. 

Question.  Did  you  not  in  those  reports  say  to  your  governor  that  they  were 
more  valuable  for  recreational  purposes  and  scenic  beauty  than  they  were  for 
power  purposes  or  irrigation? 

Answer.  No ;  I  don't  recall  that  I  did. 

Mr.  Jellison.  That  is  all. 

By  Mr.  Mason  : 
Question.  Did  not  the  State  of  Idaho  pass  a  law  declaring  that  water  to  be 
more  valuable  for  recreation  than  for  either  irrigation  or  jwwer,  and  vest  title 
to  this  place  in  the  Government? 

Answer.  No ;  I  am  not  familiar  with  it. 

Question.  I  have  possibly  not  quoted  it  exactly  correct,  but  that  is  the  sub- 
stance. 

Answer.  No ;  I  think  you  have  given  entirely  the  wrong  substance  of  the 
statute,  as  I  recall  it.    It  has  been  some  years  since  I  read  it,  but  I  am  quite 
^certain  you  have  got  the  wrong  substance  of  it. 

Question.  What  is  your  recollection  of  it?    You  looked  at  the  law. 
Answer.  That  they  passed  a  statute  the  preceding  year  or  two  years  prior  to 
[that  time  relating  to  the  Piute  Lakes,  which  gave  the  governor  authority — and 
am  not  so  sure  but  what  it  was  a  mandatory  order — that  he  appropriate  under 
^the  laws  of  the  State  all  of  the  waters  in  Piute  Lakes  for  the  benefit  of  the 
mblic  for  recreational  and  other  purposes,  and  declaring  that  a  beneficial  use 
lereof  had  already  been  made  for  that  particular  purpose,  and  requiring  that 
|the  particular  provisions  of  the  statute  which  require  beneficial  use  be  waived 
|and  that  a  license  forthwith  be  issued,  without  the  payment  of  fee  to  the 
Itate  of  Idaho  or  to  the  governor,  to  be  held  in  trust  for  the  public ;  but  there 
^Was  no  such  statute  passed  with  respect  to  Pend  Oreille  or  the  lakes  in  the 
lorth. 
Mr.  Jbillison.  I  would  like  to  ask  the  witness  one  more  question. 
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By  Mr.  Jellison  : 

Question.  In  these  irrigation  projects  in  the  West  you  liave  been  familiar,  I 
suppose,  with  many  files  on  water? 

Answer.  Yes,  sir. 

Question.  When  the  water  is  filed  on  and  is  put  to  no  use,  do  any  rights 
accrue  to  that  party  who  files  on  the  water? 

Answer.  Oh,  that  all  depends  on  the  type  of  statute  which  governs.  In 
some  States,  as  I  understand  it — the  State  of  Washington  did  a  few  years 
ago;  I  haven't  inquired  lately — recognized  the  riparian  right,  which  granted  to 
the  abutting  property  on  a  stream  a  right  to  even  sit  idly  by  and  enjoy  the 
privileges  of  having  the  water  run  by  undiminished  in  quantity  and  unpoliuted. 
Other  States — Idaho  particularly — require  that  after  an  appropriation  is  made, 
within  certain  limitations  of  time  work  be  prosecuted  to  put  the  water  to 
beneficial  use.  Under  the  permit  the  time  for  completion  is  five  years,  for  com- 
pletion of  the  works,  although  the  law  does  provide  that  extensions  may  be 
had  under  certain  circumstances  and  upon  certain  applications,  and  further 
provides  an  additional  five  or  maybe  nine  years,  depending  on  the  amount  of 
the  appropriation,  be  allowed  for  putting  the  water  to  beneficial  use  after  the 
works  are  complete. 

By  Mr.  Dixon  : 

Question.  Should  be  pursued  with  reasonable  diligence  to  completion  ? 

Answer.  That  was  the  old  law  prior  to  the  enactment  of  what  is  known  as 
the  permit  law.    We  posted  a  notice  the  same  as  any  kind  of  notice. 

Mr.  Dixon.  You  have  no  limitation  in  Montana? 

Mr.  Kelly.  No.    Reasonable  diligence  in  the  prosecution  of  the  work. 

The  Witness.  The  old  law  that  was  passed  requiring  notice  to  pursue  with 
due  diligence  is  no  longer  effective. 

By  Mr.  Groeud: 

Question.  Mr.  Swenson,  how  long  have  you  been  connected  with  the  Flathead 
project? 

Answer.  Well,  my  first  acquaintance  came  in  1926  with  the  details  of  the 
project,  although  I  knew  something  of  it  in  1921  in  connection  with  this 
Columbia  River  study. 

Question.  And  who  was  on  the  board  of  Montana? 

Answer.  Mr.  Heydler. 

Question.  Do  you  know  him  very  w^ell? 

Answer.  Well,  I  won't  say  very  well.  I  have  been  in  intimate  contact  with 
him  since  1921  except  for  the  last  year.    I  haven't  seen  him  in  a  year. 

Question.  And  he  is  regarded  as  a  competent  engineer,  hydraulic  or  irrigation 
engineer? 

Answer.  So  far  as  my  information  goes ;  yes. 

Question.  Have  you  ever  made  a  study  of  the  Flathead  as  to  the  power 
possibilities,  as  to  the  amount  of  power  that  could  be  developed  by  the  Flat- 
head power  sites? 

Answer.  No;  only  to  the  extent  that  there  was  some  consideration  given  to 
that  in  this  board  that  I  was  a  member  of,  but  I  wasn't  particularly  concerned 
in  that  feature  of  it..  My  study  was  rather  terse  in  that  feature. 

Question.  In  your  report  to  the  Government — I  think  it  was  in  January, 
1928 — did  you  not  state  there  that  the  sites  were  capable  of  developing  534,000 
maximum  horsepower? 

Answer.  I  don't  remember  ever  reporting  to  the  govcinoi-  on  tlio  IMatliead 
question. 

Question.  It  is  in  your  annual  report? 

Answer.  To  the  governor?  It  is  outside  the  State  of  Idaho.  Flathead  isn't  in 
Idaho  at  all. 

Question.  I  mean  to  the  Governor  of  the  State  of  Idaho — the  annual  report. 

Answer.  I  don't  know  of  any  reason  why  I  should  report  to  the  Governor  of 
Idaho,  and  I  don't  think  I  did.    I  think  you  must  be  confused. 

Question.  No;  I  have  the  report,  but  I  haven't  got  it  here. 

Answer.  I  don't  recall  it  at  all. 

Question.  Are  you  familiar  with  the  Prickly  Pear  project  in  Montana? 

Answer.  Only  in  a  general  way.    I  am  familiar  with  the  area  in  there. 

Question.  That  Is  a  farming  project;  isn't  it? 

Answer.  As  I  understand  it ;  yes,  sir. 
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Question.  Do  you  know  the  acreage — that  is,  under  ditch — on  the  Flathead 
project  now? 

Answer.  Approximately  125,000  acres  except — well,  now,  that  is  the  ultimate 
acreage.  When  I  was  there  last  and  looked  this  project  over  in  1927  or  1928 — 
I  have  forgotten  which — there  were  a  few  small  units  that  were  not  completed, 
but  what  extent  of  the  work  may  have  gone  on,  I  am  not  sure. 

Question.  Do  you  know  the  acreage  cultivated? 

Answer.  Not  this  year.    I  could  give  it  to  you  for  1926. 

Question.  Well,  what  was  that? 

Answer.  Thirty-one  thousand  four  hundred  and  thirty-five  acres  were  irri- 
gated in  that  year. 

Question.  That  is  the  whole  project,  but  I  mean  the  mission. 

Answer.  I  could  give  that  for  the  mission.  It  would  take  me  a  long  time.  I 
have  it  segregated  in  several  different  sections. 

Mr.  Pope.  I  would  call  attention  to  the  fact  that  the  answer  was  not  respon- 
sive. The  question  was  how  many  acres  w^ere  cultivated,  and  the  answer  was 
how  many  acres  were  irrigated. 

Mr.  Grobud.  I  will  make  the  question  such  that  the  answer  will  be  responsive. 

By  Mr.  Gboeud  : 

Question.  How  many  acres  were  irrigated  in  1926? 

Answer.  In  the  total  project,  according  to  the  records,  I  have,  which  were 
taken  from  the  United  States  Indian  Bureau  and  generally  checked  by  myself 
upon  the  ground,  31,435  acres  irrigated. 

Question  What  has  been  the  general  increase,  if  any,  in  the  last  10  years? 

Answer.  Why,  gathering  from  Mr.  Hanna's  figures,  as  I  remember  he  gave 
them  a  bit  ago,  there  hasn't  been  much  of  any. 

Question.  It  has  remained  about  the  same,  has  it  not,  for  tlie  last  10  years? 

Answer.  Apparently,  it  has.  I  was  quite  surprised.  I  supposed  there  would 
have  been  some  increase. 

Question.  Now,  when  will  pumping  be  needed  on  the  Flathead  project? 

Answer.  Well,  according  to  hearsay  information  I  have  obtained  from  mem- 
bers of  our  sugar  organization,  perhaps  some  pumping  should  have  been  done 
this  year.  I  find  Mr.  Hanna's  figures  here  on  the  amount  that  was  irrigated 
in  1928  which  was  35,000  acres,  I  think  he  said.  I  don't  know  what  was  irri- 
gated this  year. 

Question.  Are  you  familiar  with  Mr.  C.  D.  Moody's  testimony  before  the  Com- 
mittee on  Appropriations  in  1925? 

Answer.  No,  sir ;  I  am  not. 

Question.  Well,  he  stated  there  that  it  would  be  some  time — perhaps  10  years, 
as  I  recall  it — before  pumping  would  be  needed. 

Answer.  I  am  not  familiar  with  his  testimony. 

Question.  You  say  now  that  the  lifter^f  325  feet  is  a  feasible  proposition? 

Answer.  If  all  of  the  water  had  to  be  lifted  that  high  I  would  say  no. 

Question.  AVhat  is  the  average  crop  cultivated  on  the  Flathead  Reservation? 

Answer.  You  mean  as  to  products? 

Question.    Yes.    What  kind  of  crops  are  raised  on  the  Flathead  project? 

Answer.  Again  I  am  able  to  give  you  the  detailed  record  for  1926. 

In  1926  they  had  16,126  acres  of  alfalfa,  385  acres  of  biirley,  14  acres  of  sugar 
beets,  174%  acres  of  beans,  896  acres  of  clover  hay,  334  acres  of  corn,  2.677 
acres  of  oats,  1,416  acres  of  peas,  217  acres  of  potatoes,  2,823 1/^  acres  of  wheat; 
other  crops,  6.372  acres. 

Mr.  DixoN.  I  think  you  can  get  that  from  the  full  table.  We  are  rushing  time 
so  that  Mr.  Jellison  can  get  off  on  this  train. 

By  Mr.  Grorud: 

Question.  Are  you  acquainted  with  Mr.  H.  H.  Cochrane,  the  chief  engineer 
of  the  Montana  Power  Co.? 

Answer.  No,  sir. 

Mr.  Grorud.  I  will  read  the  report  here  made  by  Mr.  Cochrane  in  the  year 
1926  and  see  if  you  agree  with  it.  It  was  made  to  the  Public  Service  Commis- 
sion of  Montana.     [Reading:] 

"  Upon  the  Prickly  Pear  project,  which  is  the  largest  irrigation  pumping 
project  in  Montana,  it  has  been  proved  by  13  years  of  operation  that  with  an 
average  pumping  life  of  110  feet  the  farmer  can  afford  to  pay  for  his  water 
enough  to  fairly  cover  the  fixed  charges  on  investment  in  pumping  plants  and 
appurtenances  with  nothing  for  power,  or,  as  an  alternative,  he  can  afford  to 
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pay  for  the  power  with  nothing  for  fixed  charges.  Tluit  charge  made  for  the 
water  is  just  about  one-half  the  total  cost  even  on  this  basis.  It  has  never  been 
possible  to  obtain  the  full  cost  from  either  project." 

Do  you  agree  with  that? 

Answer.  I  haven't  any  data  upon  which  to  base  a  conclusion.  I  don't  know 
what  the  factors  are.  I  don't  know  .what  power  costs  there.  I  don't  know 
what  rate  they  are  paying,  neither  do  I  know  anything  in  detail  about  what 
the  land  will  produce.  I  have  been  over  it  only  generally.  I  haven't  any 
familiarity  in  detail. 

Question.  It  states  further: 

*'  On  the  Flathead  project  it  is  proposed  to  pump  some  30,000  acre-feet  of 
w^ater  to  an  elevation  of  325  feet.  This  will  require  practically  three  times 
as  much  power  per  acre-foot  pumped  and  correspondingly  more  for  pumping 
plant  and  pipe  lines  than  have  been  so  required  at  Prickly  Pear,  It  is  idle 
to  suppose  that  such  a  plant  could  be  operated  on  an  economical  basis  even 
if  the  power  required  to  be  supplied  were  free." 

Do  you  agree  with  that  statement? 

Answer.  No;  I  do  not. 

Question.  And  the  summary : 

"  The  Government  has  spent  $5,000,000  on  the  Flathead  project,  and  after 
15  years  the  project  is  an  economic  failure.  Second,  there  is  no  need  for 
pumping  water  at  present  and  not  much  indication  tliat  there  ever  will  be. 
Third,  if  a  large  amount  of  water  would  be  pumped,  the  lift  is  so  high  as  to  be 
entirely  outside  the  range  of  economical  pumping.  Fourth,  the  cost  of  power 
from  the  proposed  plants  at  the  Newell  Tunnel  site  would  be  so  high  that  it 
could  not  be  economically  used  for  pumping,  even  if  the  pumping  project  were 
otherwise  sound.  Fifth,  there  is  no  market  for  general  power  service  in  this 
locality  which  would  provide  any  immediate  revenue  to  help  out  the  power 
project." 

Do  you  agree  with  that? 

Answer.  Oh,  there  are  so  many  things  in  there  that  I  haven't  studied  that 
it  would  be  hard  for  me  to  make  a  statement  whether  I  agree  with  it  or  not. 
I  don't  know  anything  about  the  cost  of  the  Newell  Tunnel  site.  I  havei^'t 
looked  into  that  at  all. 

Question.  Aside  from  that,  how  about  the  market  for  power? 

Answer.  I  haven't  looked  into  the  market  for  power  except  to  the  extent 
of  my  general  testimony  here  about  ultimate  farm  projects,  assuming  the 
project  is  developed  and  the  water  supply  completed. 

Question.  How  about  the  expenditure  of  over  $5,000,000  on  the  project  and 
its  being  an  economical  failure? 

Answer.  I  would  say  under  existing  conditions,  if  the  project  is  not  finished 
and  water  supply  furnished  and  some  effort  made  to  encourage  successful 
colonization,  that  it  will  be  a  failure,      ^i 

Question.  That  there  is  no  need  for  pumping  water  at  the  present  time  and 
not  much  indication  that  there  ever  will  be? 

Answer.  I  think  I  answered  that  question  a  bit  ago  by  saying  that  my 
information  is  that  probably  some  pumping  would  have  been  desirable  this 
year. 

Question.  As  to  the  lift,  you  have  answered  that? 

Answer.  I  think  so. 

Question.  What  is  the  average  of  lift  that  could  be  pumped  economically? 

Answer.  Well,  I  think  at  one  mill,  comparing  this  territory  with  experiences  in 
Idaho — that  one  mill  per  kilowatt-hour,  with  no  maximum  peak  demand  pro- 
vision in  the  contract,  they  could  easily  reach  200  or  225  feet. 

Mr.  Dixon.  Is  that  all? 

By  Mr.  Mason  : 

Question.  Mr.  Swenson,  reference  is  had  to  this  report  you  made  to  the 
governor  of  the  Columbia  Basin. 

As  I  recall  it — I  read  it  last  night  but  I  might  have  something  wrong — you 
discouraged  very  much  the  use  of  Coeur  d'Alene  and  Pend  Oreille  Lakes  and 
the  rest  of  them  for  storage  purposes.  You  stated  a  few  moments  ago  that  you 
had  not  paid  much  attention  to  the  power  possibilities  of  Flathead.  Is  that 
correct? 

Answer.  That  is  correct. 

Question.  That  is  the  way  I  understood  it.  Didn't  you  make  report  in  there 
that  Flathead  Lake  was  far  better  adapted  for  storage  purposes  than  Lake 
Pend  Oreille? 
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Answer.  No.  An  extended  study  is  necessary  when  you  are  studying  the 
power  question  to  arrive  at  that  conclusion.  None  whatever,  because  Flathead 
Lake  is  located  on  the  upper  reaches  on  the  stream,  and  any  impounded  water 
in  the  lake  would  be  available  for  power  at  half  a  dozen  different  sites,  whereas 
it  would  only  be  available  for  one  or  two  in  Pend  Oreille. 

Question.  If  I  get  your  angle  right  in  answering  the  question,  there  was  the 
fact  that  you  defend  the  State  of  Idaho  from  being  damaged  by  flood  waters, 
and  you  paid  no  attention  whatever  to  that  Flathead  Lake  on  that  angle. 

Answer.  I  frankly  confess  I  was  defending  my  own  State.  Yes ;  you  bet. 
[Laughter.] 

Question.  But  no  attention  to  oflBcers  of  the  court  after  that?     [Laughter.] 

By  Mr.  Pope: 

Question.  Inquiry  was  made  of  you  about  the  Prickly  Pear  project.  You  have 
no  information  as  to  that  project  at  all  as  to  whether  or  not  that  requires  all 
of  its  water  to  be  supplied  by  pumping? 

Answer.  It  is  my  understanding  that  it  does  require  all  of  it  pumped,  although 
I  am  not  sure.  I  have  been  over  it  once  or  twice  in  connection  with  looking 
over  that  as  a  potential  beet  area,  but  I  paid  more  attention  to  the  ground  and 
soil  than  I  did  to  the  water  supply. 

Question.  Would  that  be  a  different  economical  proposition  than  this? 

Answer.  Yes:  quite  different. 

QWBstion.  Assuming  that  a  flat  charge  was  made  on  the  Prickly  Pear  water  of 
$1.7o  an  acre-foot  a  season  how  would  that  compare  with  the  cost  of  supplying 
water  by  pumping  on  the  Flathead  at  the  rates  we  have  been  discussing? 

Answer,  Well,  in  one  case  it  is  45  cents  an  acre-foot ;  in  the  other  case  it  is 
$1.75  an  acre-foot,  of  course. 

Question.  In  other  words,  this  is  a  much  more  feasible  pumping  proposition 
than  that? 

Answer.  Surely, 

Question.  I  think  you  said  before  that  at  this  rate  for  power  pumping  could 
be  made  for  this  weighted  average  lift  here  to  178  feet  about  as  economically  as 
elsewhere;  you  could  lift  60  feet  at  economical  rates? 

Answer.  Yes.  As  a  matter  of  fact,  a  fair  comparison  of  the  cost  of  pumping 
water  on  the  Flathead  under  the  plans  and  rates  proposed  is  had  by  capitalizing 
the  annual  power  pumping  cost,  since  this  is  purely  the  supplemental  supply, 
comparing  that  with  the  cost  of  providing  storage  reservoir  water.  Forty-five 
cents  at  6  per  cent  would  give  $7.50,  if  my  arithmetic  is  correct.  Most  storage 
reservoirs  in  the  West  cost  more  than  $7.50  an  acre-foot  capacity. 

Question.  I  think  Mr.  Hannah  stated  the  storage  had  been  completed  on  the 
Flathead  and  cost  over  $18? 

Answer.  My  memory  is  that  the  Arrow  Rock  storage  in  the  Boise  River  cost 
$21  or  $22 ;  in  fact,  I  only  know  of  one  or  two  cases  where  the  cost  was  under 
$7.50  per  acre-foot,  and  they  are  unusually  desirable  sites  and  large  sites.  One 
was  the  American  Falls  Reservoir,  with  which  I  had  to  do  in  construction  and 
otherwise,  with  1,700.000  acre-foot  capacity,  where  the  cost  is  said  to  be  around 
slightly  under  $5  per  acre-foot;  and  the  other  was  the  Jacksons  Lake  in 
Wyoming,  but  serving  Idaho's  lands,  where  the  cost  was,  as  I  remember  it — 
the  original  cost — around  $2.10  a  square  foot ;  but  those  were  unusual  cases. 

Question.  So  that  your  opinion  is  that  it  is  cheaper  to  pump  the  water  under 
these  conditions  for  this  supplementary  supply  for  the  Flathead  project  out  of 
the  Flathead  Lake  or  River  if  power  is  furnished  at  these  prices  than  it  would 
be  to  develop  additional  storage,  even  if  the  additional  storage  sites  could  be 
procured? 

Answer.  Yes,  sir. 

Mr.  Masox.  That  is  all. 

By  Mr.  Grorxjd: 

Question.  You  assume,  of  course,  Mr.  Cochrane  has  made  fair  comparison 
between  the  two  projects? 

Answer.  I  don't  know. 

Question.  You  took  into  consideration  all  the  elements — the  crops  and  the 
uses  that  the  land  was  used  for — in  his  comparison  in  his  report? 

Mr.  Pope.  I  submit  that  the  question  is  unintelligible  and  unfair,  because  the 
Witness  is  being  asked  a  question  about  a  report  he  doesn't  understand. 

The  Witness.  I  certainly  don't  understand  it. 
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By  Mr.  Grorud  : 

Question.  Are  you  willing  to  assume  Mr.  Cocliraiie  took  into  consideration 
the  crop  considerations,  tlie  climate,  and  every  element  in  connection  with  the 
two  projects — that  he  compared  those  favorably? 

Answer.  I  don't  understand  Mr.  Cochrane  had  anything  to  do  with  this  ques- 
tion, if  that  is  what  you  refer  to. 

Mr.  Pope.  I  submit  that  Mr.  Cochrane  is  right  here,  and  if  counsel  w^ants  to 
ask  him  anything  about  this  he  can  put  him  on  the  stand. 

Mr.  Grorud.  Oh,  no.  I  am  just  asking  ^Ir.  Swenson  if  he  agrees  with 
Cochrane' s  report. 

The  Witness.  Since  Mr.  Cochrane  has  been  i>ointed  out  I  have  got  to  correct 
an  error  I  made  a  bit  ago.  I  said  I  never  had  met  the  gentleman.  I  did  jneet 
him  this  noon  but  I  didn't  associate  him  and  the  face.  Since  he  has  been 
pointed  out  I  know  I  did  meet  him  for  the  first  time  this  noon,  or  last  night. 
I  have  forgotten  which. 

Mr.  Jones.  I  wanted  to  ask  just  one  question,  the  question  of  whether  pri- 
mary or  secondary  power  that  could  be  used  for  pumping  would  depend  upon 
the  storage  capacity  and  the  land  for  irrigation  water  and  the  time  of  occur- 
rence of  high  water.     Would  it  not? 

The  Witness.  Yes,  sir. 

Question.  Have  you  studied  all  these  questions  sufficiently  to  be  able  to 
testify  exactly  or  with  any  degree  of  exactness  how  much  secondary  pow;|a*  or 
how  much  primary  power  would  be  required?  ^ 

Answer.  No,  sir.     I  haven't. 

Mr.  Jones.  That  is  all  I  want  to  ask. 

By  Mr.  Henshaw  : 

Question.  There  have  been  studies  made  that  show  there  would  be  surface 
water  in  Flathead  Lake  generally  until  the  1st  of  September,  and,  in  the  driest 
year,  until  some  time  in  the  latter  part  of  July.  Now,  in  connection  with  that, 
how  late  will  the  irrigation  season  run?  What  is  the  latest  date  that  it  will 
probably  be  necessary  to  supply  water  in  the  Mission  area? 

Answer.  Some  water  would  be  required  as  late  as  September  15. 

Question.  Well,  is  it  your  opinion,  in  view  of  the  storage  capacity  that  is 
available  and  the  fact  that  there  will  be  a  surplus  ahvays,  practically,  until  the 
1st  of  August,  that  the  pumping  could,  under  those  conditions,  be  done  mostly 
with  secondary  power? 

Answer.  No ;  I  don't  think  it  could  be  done  with  secondary  water ;  no,  sir. 

Question.  It  would  require  some  pumping  after  the  flow  got  down  to  the 
point  where  it  would 

Answer.  Yes,  sir. 

The  maximum  demand  of  the  irrigation  water  would  be  during  the  months 
of  July  and  August,  and  I  assume  that  the  flood  stage  of  the  stream  would  be 
long  since  abated. 

Question.  But.  I  say.  there  is  a  surplus  of  w^ater  in  practically  every  year 
past  the  1st  of  August? 

Answer.  Y'^es. 

Question.  On  the  basis  of  the  demand  that  has  been  figured  by  practically 
everyone — namely,  about  6,700  acre-feet? 

Answer.  There  would  be  a  considerable  pumping  demand  after  the  1st  of 
August — a  very  considerable. 

By  Mr.  Scattergood: 

Question.  About  what  percentage  do  you  think  there  would  br  nft«M-  the  1st 
of  August? 

Answer.  I  wouldn't  attempt  to  lix  it  in  percentage.  I  say  it  would  be  a  very 
considerable  proportion — 50  per  cent  or  probably  more. 

Mr.  Dixon.  We  will  now  resume  our  course  of  postgraduate  instruction  in 
hydrochemistry. 

Mr.  Keixy.  So  that  Mr.  Wheeler  may  complete  his  examination,  there  is  just 
one  question  I  w(mld  like  to  ask  Mr.  Wells  before  Mr.  Wheeler  resumes. 

Arthur  E.  Wells  resumed  the  stnnd  for  further  direct  ex.iminniion. 

By  Mr.  Kelly: 

Question.  Mr.  Wells,  in  stating  your  qualifi<*ations  and  experience,  in  the  be- 
ginning of  your  testimony,  you  said  nothing  with  reference  to  your  work  in 
connection  with  research  in  the  cement  industry.  Since,  on  cross  (»x;nni!ial ion, 
you  have  been  questioned  considerably  about  the  possibiliiie^  <•!   (cnuiiting  I 


I 
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Shall,  for  the  information  of  the  commission  and  the  record,  ask  you  to  iust 
tell  briefly  what  experience  you  have  had  in  the  matter  of  research  work  in 
connection  with  the  production  of  cement. 

Answer.  In  the  spring  of  1926  I  was  engaged  by  people  in  New  York  to  go 
to  Washington,  the  State  of  Washington,  to  make  a  survey  to  determine 
whether  or  not  a  cement  plant  located  in  or  near  the  city  of  Seattle  was 
justified,  whether  it  was  warranted,  whether  it  would  be  a  good  commercial 
venture.  I  went  there.  I  spent  considerable  time  studying  the  economical  sit- 
uation to  determine  if  any  raw  material  such  as  lime,  rock,  and  clay  could 
be  assembled  in  Seattle  at  a  certain  cost,  and  a  cement  plant  could  produce 
cement  there  and  compete  with  existing  sources  of  supply.  I  have  spent  con- 
siderable time  trying  to  find  where  I  could  get  the  raw  materials  of  suitable 
grade  assembled  in  Seattle  at  the  cost  set  up  as  necessary. 

Notwithstanding  the  fact  that  there  are  innumerable,  many  deposits  of 
limestone  in  the  State  of  Washington,  I  determined  that  there  was  no  lime- 
stone in  the  State  of  Washington  of  sufliciently  high  quality  or  which  could 
be  assembled  in  Seattle  at  a  cost  to  justify  this  venture.  The  same  was  true 
of  the  islands  of  Puget  Sound.  The  same  was  true  of  British  Columbia  on 
tidewater. 

I  then  went  to  Alaska  and  chartered  a  boat,  cruised  around  the  islands  of 
southeastern  Alaska,  and  finally  located  two  deposits.  The  upshot  of  the 
whole  thing  is  that  we  now  have  a  cement  plant  in  Seattle  hauling  lime  rock 
800  miles  from  Alaska  to  produce  cement.  In  connection  with  that  work  we 
have  had  to  consider  the  possibilities  of  early  strength  cement,  whether  or  not 
we  should  try  to  produce  early  strength  cement  to  compete  with  other  sources 
of  early  strength  cements.  We  found  that  the  demand  for  early  strength  cement 
in  that  part  of  the  country  was  exceedingly  small  in  comparison  with  the  total 
demand  for  cement ;  that  it  did  not  amount  to  10  per  cent  of  the  total  produc- 
tion of  the  ordinary  cement ;  that  the  ordinary  consumer  could  not  afford  to 
pay  the  extra  cost  for  the  early  strength  cement.  Furthermore,  we  found  that 
we  could  produce  early  strength  cement  from  our  own  ordinary  raw  material 
by  introducing  fine  grinding  and  a  little  extra  care  in  kiln  burning,  and  the 
strength  of  cement  which  is  competing  successfully  at  the  present  time  with 
high-alumina  cement  that  is  being  produced  at  a  near-by  plant. 

We  estimate  that  the  total  demand  for  cement  in  that  Washington  and  Idaho 
mountain  area  is  something  in  the  order  of  3,000,000  to  three  and  a  half  million 
barrels  a  year  maximum,  of  which  two  and  a  half  million  barrels  are  in  the 
State  of  Washington  itself,  the  other  half  million  barrels  being  in  Idaho  and 
Montana.  The  possible  demand  for  early  strength  cement  might  possibly  be  in 
order  of  50,000  barrels  or  60,000  barrels  a  year  in  that  total  territory. 

Recross-examination  by  Mr.  WHirEaLER: 

Question.  Mr.  Wells,  in  arriving  at  your  conclusion  you  used  the  figure  of 
$1  or  more  per  barrel.    Isn't  that  more  than  the  cost  of  the  ordinary  cement? 

Answer.  It  is  in  the  mafket  as  commanding  a  premium  of  nearly  $1  a  barrel. 

Question.  I  mean  in  these  States  you  mentioned  did  you  use  that  a  basis? 

Answer.  Yes. 

Question.  If  high  early  cement  was  sold  at  practically  the  same  price  as  ordi- 
nary cement,  the  average  user  would  prefer  to  use  it,  wouldn't  he? 

Answer.  There  would  be  a  great  deal  of  use  foT  it ;  yes,  sir. 

Question.  Because  it  saves  the  contractor  who  is  putting  up  the  concrete 
structure  money  if  he  can  take  forms  out  earlier? 

Answer.  Correct. 

Question.  Do  you  know  what  pet  cent  of  potash  is  included  in  the  mixed 
fertilizers? 

Answer.  My  impression  is  that  the  Anaconda  Copper  Co.  is  not  selling  mixed 
fertilizer,  but  they  sell  phosphate  material,  they  will  sell  ammonia  material — 
that  is,  ammonium  sulphate — and  will  sell  potash  material,  but  they  do  not  sell 
at  retail  a  mixed  fertilizer. 

Question.  You  mean  they  now  sell  potash  and  they  now  sell  ammonia? 

Answer.  They  will  now  buy  and  "resell  potash  material,  but  they  do  not  go 
into  the  retail  business. 

Question.  The  same  is  true  of  ammonia?    They  buy  it. 

Answer.  I  know  they  have  done  that.  Whether  they  are  doing  it  to-day  I 
can't  say. 

Question.  How  recent  has  been  your  investigation  of  the  fertilizer  question? 
1924? 

Answer.  No.    In  1926. 
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Question.  That  is  the  last? 

Answer.  Yes ;  survey  of  the  whole  fertilizeT  situation. 

Question.  The  fertilizer  business  is  in  quite  a  state  of  change  and  flux, 
isn't  it? 

Answer.  It  has  been  for  the  last  10  years.  So  far  as  the  market  is  joncerned 
there  has  been — I  mean  the  demand  now  is  in  those  localities  where  it  has  been, 
with  the  exception  that  there  is  a  slowly  gtowing  demand  along — well,  just  a  lit- 
tle west  of  the  Mississippi  River,  along  Iowa,  parts  of  Kansas,  and  a  little  in 
Wisconsin  which  demand  10  years  ago  did  not  exist ;  but  even  to-day  it  is  small. 
That  will  be  about  the  only  change  except  a  normal  increasing  demand. 

Question.  You  are  talking  about  the  market.  I  am  talking  about  the  art  of 
making  fertilizer.    That  is  changing  rapidly,  isn't  it? 

Answer.  You  mean  phosphate? 

Question.  All  kinds  of  fertilizer. 

Answer.  So  far  as  phosphate  Is  concerned,  it  is  not.  So  far  as  ammonia  is 
concerned,  it  is  changing  to  the  extent  that  great  improvements  are  being  made 
in  the  water-gas  method  for  making  ammonia.  As  far  as  potash  is  concerned, 
it  is  about  at  a  standstill. 

Question.  I  am  speaking  now  of  mixed  fertilizer.  The  art  of  making  mixed 
fertilizers  and  the  process  of  making  mixed  fertilizers  are  being  developed  from 
time  to  time,  and  are  changing  very  rapidly,  aren't  they? 

Answer.  The  change  so  far  as  mixing  the  ordinary  grades  of  fertilizer — it  is 
practically  the  same  as  has  been  done  in  the  last  10  years.  The  tendency  is  for 
slightly  increasing  the  grade  of  the  fertilizer. 

Question.  Making  a  higher  analysis? 

Answer.  Making  a  higher  analysis ;  yes. 

Question.  Do  you  know  how  much  potash  costs  per  pound  at  Hopewell,  Va.? 

Answer.  No,  sir. 

Question.  Do  you  know  how  much  it  costs  at  Anaconda? 

Answer.  No,  sir. 

Question.  Do  you  know  how  much  it  costs  at  Warners,  N.  J.? 

Answer.  Warners,  N.  J.?    No;  I  don't. 

Question.  Now  there  is  one  thing  in  this  Department  of  Agriculture  bulletin  I 
want  to  go  back  to  which  I  did  not  cover  the  first  time.  On  page  15  there  is  a 
tabulation  made  up  by  the  Government  of  the  cost  of  making  available  phos- 
phoric acid  by  treating  high-grade  washed  phosphate  rock  with  sulphuric  acid. 
That  is  Table  No.  3. 

Will  you  look  at  that  table,  please,  for  a  minute?  Do  your  deductions  or  your 
estimates  of  cost  of  making  available  phosphoric  acid  by  the  sulphuric-acid 
process  agree  with  this  table? 

Answer.  Well,  this  is  for  the  production  of  ordinary  acid  phosphate,  acidu- 
lated rock.    It  has  nothing  to  do  with  the  making  of  phosphoric  acid. 

Question.  Well.  I  realize  that;  but  available  phosphoric  acid  in  the  form  of 
superphosphate? 

Answer.  In  the  form  of  superphosphate,  do  these  costs  given  here  agree  with 
my  findings? 

Question.  Yes. 

Answer.  Yes;  I  think  they  do. 

Question.  The  cost  of  making  phosphoric  acid  by  the  acid  process  involves  a 
further  process,  does  it  not? 

Answer.  In  this  process  you  take  phosphoric  rock  and  acid  and  bring  tbem 
together  and  mix  them  up  and  allow  it  to  age  for  a  period  of  time,  and  that  is 
the  material  that  goes  to  the  market.     It  contains  16  or  17  per  cent  available 

PaO«. 

Question.  And  to  make  phosphoric  acid  is  it  more  complicated  and  a  more 
expensive  process? 

Answer.  To  make  phosphoric  acid  is  a  more  complicated  process ;  yes,  sir. 

Que.stion.  It  takes  a  considerably  longer  time? 

Answer.  It  takes  more  rock  a  ton  of  P^On— no:  it  doesn't.  That  is  wrong. 
There  are  more  operations  involved.    That  is  the  differentiation. 

Question.  There  are  quite  a  number  of  more  operations,  aren't  there? 

Answer.  There  are  more  operations  involved. 

Question.  It  has  to  be  evaporated,  then  treated  again,  and  operated  again? 

Answer.  The  rock  has  to  be  mixed  with  the  acid  niul  the  dilute  phosi)lioric 
acid  Is  freely  removed  from  tlie  residual  inert  material  niid  tli<>n  ('v:ii>or:itPd  to 
the  concentration  required. 
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Question.  In  this  table,  the  same  as  the  other  tables  that  you  looked  at, 
there  is  nothing  included  for  plant  charge,  for  depreciation,  interest  on  invest- 
ment, and  so  on — no  overhead  cost,  in  other  words,  except  the  cost  of  phosphate 
rock,  sulphuric  acid,  labor,  and  repair? 

Answer.  Sulphuric  acid  is  $8  a  ton. 

Question.  Yes,  sir.    There  are  no  other  costs  involved  in  this  table. 

Answer.  This  table  shows  sulphuric  acid  about  $8  a  ton. 

Question.  Yes;  I  understand  that.  How  many  tons  of  sulphuric  acid  are 
required  to  make  1  ton  of  P2OB  phosphoric  acid? 

Answer.  About  a  ton. 

Question.  One  ton? 

Answer.  Of  66'  bromic  acid. 

Question.  Now,  in  regard  to  the  making  of  caustic  soda :  How  much  caustic 
soda  is  produced  in  the  United  States  a  year? 

Answer.  I  do  not  know. 

Mr.  Ely.  I  will  sit  until  20  minutes  after  6.  Will  all  parties  be  able  to 
finish  the  cross-examination  by  then?  If  not,  there  is  no  use  of  tiring  this 
witness  out. 

Mr.  Wheeler.  Will  you  be  finished  when  I  get  through,  Mr.  Kelly? 

Mr.  Kelly.  Yes ;  unless  you  develop  it  along  new  lines. 

Mr.  Ely.  Will  there  be  any  other  crcoss-examination  beyond  Mr.  Wheeler's? 

Mr.  Wheelee.  As  far  as  I  know,  I  can  finish  by  6.20. 

By  Mr.  Wheeler  : 

Question.  How  much  salt  is  required  to  make  a  ton  of  caustic  soda,  approxi- 
mately? 

Mr.  Kelly.  I  might  relieve  your  anxiety  on  this  line  of  examination,  Mr. 
Wheeler,  by  saying  that  we  have  two  other  witnesses  here,  either  of  whom,  I 
think,  can  give  you  all  of  this  information  perhaps  readily,  because  they  have 
been  actually  operating  this  phosphate  plant  and  have  made  very  thorough 
investigation  as  perhaps  Mr.  Wells  has  in  his  business.  With  reference  to  this 
information,  as  it  relates  to  the  Anaconda  plant,  you  can  get  all  of  it  without 
taking  the  night  to  get  it  from  Mr.  Wells. 

Mr.  Wheeler.  That  is  very  good,  Mr.  Kelly;  but  this  witness  has  already 
testified  to  some  of  these  things,  and  I  want  to  go  through  with  my  examination. 

Answer.  Theoretically,  it  takes  a  ton  and  a  half  of  salt  to  a  ton  of  caustic 
soda.     What  the  actual  percentage  is  I  don't  know. 

Question.  That  is  ordinary  common  salt,  sodium  chloride? 

Answer.  Yes. 

Question.  How  much  electric  power  does  it  take  to  make  a  ton  of  caustic 
soda? 

Answer.  I  would  not  qualify  as  knowing  the  costs  of  caustic  soda. 

Question.  It  takes  a  considerable  amount  of  carbon? 

Answer.  Yes ;  I  believe  it  does,  but  how  much  I  don't  know.     I  have  no  idea. 

Question.  Have  you  any  idea  M'hether  it  is  a  horsepower  a  year  or  more? 

Answer.  No.    I  wouldn't  want  to  even  make  a  guess. 

Question.  Now,  you  testified  about  a  proposed  Oregon  power  development 
that  you  considered.     How  many  square  feet  is  the  flow  of  the  river  there? 

Answer.  The  proposition  as  put  up  to  me  was  this :  We  have  60,000  horse- 
power which  can  be  delivered  to  an  ammonia  plant — a  plant  to  produce 
ammonia — at  a  cost  of  about  $5  per  horsepower-year.  We  propose  to  build  a 
plant  which  will  take  that  power  at  about  $5  a  horsepower-year. 

At  this  plant  we  make  ammonia  and  make  ammonia  products.  This  plant 
will  be  within  $1.50  freight  rate  of  tidewater.  The  proposition  was  with  me 
to  go  ahead  and  figure  out  where  you  are  going  to  end. 

Question.     I  thought  you  testified  it  was  $10  a  horsepower. 

Answer.    I  think  It  was  less  than  $10. 

Question.  Was  this  a  bona  fide  offer  that  was  backed  up  by  anything,  or  was 
it  just  a  paper  proposition? 

Answer.  No;  it  was  by  a  responsible  engineering  firm  and  a  financial  house 
in  New  York. 

Question.  Was  that  for  continuous  prime  power? 

Answer.  Yes. 

Question.  Do  you  know  anything  about  the  characteristics  of  the  river? 

Answer,  No ;  I  know  nothing  about  that. 
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Question.  This  is  all  you  know  about  it?  So  far  as  you  know  it  might  have 
been  a  purely  hypothetical  question  V 

Answer.  Well,  except  that  I  don't  believe  that  the  company  would  spend  the 
money  for  investigation  and  report  on  a  hypothetical  question. 

Mr.  Kelly.  It  would  be  the  >tu\\v  whether  it  was  a  liypothetical  question 
or  not. 

By  Mr.  Wheeler: 

Question.  What  company  was  that? 

Answer.  Piatt,  Brinkerhoff  «Si  Douglas. 

Question.  I  mean  the  one  that  was  hiring  you? 

Answer.  Whitewell. 

Question.  Did  you  investigate  the  cost  of  phosphate  rock  at  this  Oregon 
plant? 

Answer.  Yes,  sir. 

Question.  How  much  a  ton? 

Answer.  We  concluded  it  would  cost  at  least  $8  a  ton  delivered  at  the  plant. 

Question.  Did  you  investigate  the  cost  of  coke  at  the  same  place? 

Answer.  We  concluded  that  coke  would  cost  there  about  $12. 

Question.  The  cost  of  sand? 

Answer.  I  think  we  figured  only  $1  for  sand,  per  ton  of  sand. 

Question.  $1  per  ton.     How  far  did  you  have  to  transmit  the  power? 

Answer.  I  was  told  that  the  power  would  be  delivered  at  the  plant  at  $5. 

Question.  Was  the  plant  to  be  on  the  railroad? 

Answer.  The  ammonia  wasn't  to  be  on  the  railroad,  but  the  plant — but  the 
ammonia  was  to  be  delivered  through  a  pipe  line  at  a  low  elevation  on  the 
river  for  the  conversion  of  the  ammonia  into  products. 

Question.  What  final  cost  did  you  arrive  at  for  the  ammonia? 

Answer.  About  3  cents. 

Question.  You  did  not  figure  the  cost  of  the  phosphoric  acid? 

Answer.  We  made  an  estimate,  and  the  upshot  of  our  estimate  was  that  we 
concluded  we  would  do  better  to  ship — if  we  wanted  to  make  ammonia  phosphate 
we  would  do  better  probably  to  ship  our  ammonia  to  Anaconda  and  there  have 
it  acidulated  with  the  Anaconda  production  of  phosphoric  acid  and  then  ship 
the  ammonium  phosphate  back  to  the  coast,  rather  than  to  try  to  make  phos- 
phoric acid  with  the  electric  furnace  method  there.  The  negotiations  were  tenta- 
tively with  the  Anaconda  Co.  in  that  respect. 

Question.  What  phosphate  rock  were  you  planning  on  using? 

Answer.  From  Idaho. 

Question.  You  couldn't  get  any  north? 

Answer.  No. 

Question.  Are  you  veiT  certain  about  the  cost  of  power  at  this  project  in 
Norway  ? 

Answer.  I  know  what  the  cost  was  given  to  me  at  the  time  I  studied  it  as 
to  the  Old  World  nitrogen  situation  in  1922  and  1923.  Those  plants  were 
built  many  years  ago  and  were  largely  amortized  prior  to  the  war  and  during  the 
war.    The  cost  was  given  to  us  then  in  the  order  of  $7  a  horsepower-year. 

Question.  As  far  as  you  know  it  might  be  as  high  as  $15  a  horsepower-year, 
might  it  not? 

Answer.  Oh,  no.    I  ascertained — to-day  or  do  you  mean  then?  ' 

Question.  Now. 

Answer.  I  don't  know  any  reason  for  it  going  up. 

Question.  But  you  don't  know,  do  you,  whether  it  has  or  not? 

Answer.  I  think  it  is  extremely  unlikely  that  it  has  gone  up.  The  only  thing 
that  would  raise  it  would  be  a  recapitalization — put  on  more  capital  charges. 

Question.  Do  they  make  phosphoric  acid  there? 

Answer.  I  think  they  do  not. 

Question.  Do  they  make  phosphorus? 

Answer.  There  may  be  some  production  of  pliosphorus. 

Question.  By  the  electric  process  for  phosphate  rock? 

Answer.  Probably  if  they  make  phosphorus  they  make  it  by  the  electric- 
furnace  method. 

Question.  But  they  use  this  phosphorus  in  making  the  fertilizer? 

Answer.  Yes. 

Question.  Or  do  they  ship  it  to  anybody  that  does? 

Answer.  I  know  of  no  such  movement  of  phosphorus  for  the  production  of 
fertilizer. 


SURVEY  or  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3867 

Question.  So  far  as  you  know  you  are  not  certain  eitiier  way,  as  to  whether 
they  do  or  not? 

Answer.  Well,  I  would  say  that  I  firmly  believe  it  is  not  done.  Of  course,  I 
don't  see  how  it  could  be  done  economically. 

Question.  Do  they  make  any  phosphoric  acid  in  Germany  by  the  electric- 
furnace  method? 

Answer.  Not  that  I  know. 

Question.  Do  they  make  any  ammonia  in  Germany  or  hydrogen  or  nitrogen 
by  the  electric  process? 

Answer.  If  they  make  any  ammonia  in  Germany  by  the  electric  process  it 
must  be  an  extremely  small  quantity.  It  can't  be  over  40,000  or  50,000  tons  a 
year. 

Question.  How  do  they  make  their  phosphoric  acid  that  they  use  in  making 
ammonium  phosphate? 

Answer.  They  make  phosphoric  acid  by  the  acid  method. 

Question.  Do  they  make  any  phosphoric  acid  in  France  with  the  electric 
furnace? 

\nswer.  I  don't  know  of  any  being  made  there. 

Question.  You  haven't  heard  that  the  Federal  Phosphorus  Co.  is  making  phos- 
phoric acid  in  France  by  the  electric-furnace  method  for  use  in  fertilizing? 

Answer.  I  have  been  told  by  Mr.  Swan  that  they  were  planning  to  do  it. 

Question.  Do  they  make  any  ammonia  outside  of  the  United  States  and  Can- 
ada anywhere  by  the  electric  process? 

Answer.  They  do  in  Italy  make  some. 

Question.  Do  they  use  that  for  fertilizers? 

Answer.  I  don't  know  where  that  ammonia  goes. 

Question.  Can  secondary  power  be  used  for  making  phosphoric  acid  by  the 
electric  process? 

Answer.  Well,  that  is  a  hard  question  to  answer,  because  if  you  have  sec- 
ondary power  only  half  of  the  year  your  capital-investment  charges  will  run  up 
so  tremendously  that  in  addition  to  your  other  direct  costs  the  total  cost  will  be 
very  high. 

Question.  You  mean  by  capital  charges  the  capital  charges  on  your  electric- 
furnace  plant  or  on  your  hydroelectric  plant? 

Answer.  Well,  on  your  electric-furnace  plant. 

Question.  Can  secondary  power  be  used  for  making  nitrogen  or  hydrogen? 

Answer.  If  by  secondary  power  you  mean  power  that  is  available  probably 
75  per  cent  of  the  time,  I  think  there  may  be  available  at  the  costs  of  $5  or  $10 
a  horsepower-year — you  can  make  ammonia  on  a  basis  comparable  with  the 
cost  of  making  it  by  coal  at  $2  and  coke  at  $4. 

Question.  How  much  plant  food  is  available  per  ton  in  the  ammonium  phos- 
phate made  at  Anaconda? 

Answer.  By  plant  food  you  mean  nitrogen  and  phosphorus? 

Question.  No ;  I  am  talking  now  in  terms  of  P2O5  and  ammonia. 

Answ^er,  I  believe  somewhere  65  to  70  per  cent. 

Question.  The  electric-furnace  process  as  compared  with  the  acid  process  for 
making  phosphoric  acid  is  a  very  simple  process,  isn't  it? 

Answer.  Why,  it  is  no  more  simple  than  the  acid  process. 

Question.  One  operation 

x\nswer.  But  the  operations  in  the  acid  process  are  simple. 

Question.  But  there  are  a  lot  of  them. 

Answer.  There  are  three.  In  the  Dore  decantation  bleaching  and  washing 
system  all  you  have  to  do  is  to  bring  the  rock  in  contact  with  your  sulphuric- 
acid  solution  and  pump  the  solutions  through  a  series  of  tanks  and  a  counter- 
decantation  bleaching  operation.  You  remove  by  overflow  from  the  tanks  the 
phosphoric-acid  solution.  That  is  a  very  simple  operation.  And  then  take  that 
phosphoric-acid  solution  and  evaporate. 

Question.  After  you  have  evaporated  what  have  you  got? 

Answer.  Well,  then  you  have  got  a  concentrated  phosphoric-acid  solution. 

Question.  Can  it  be  carried  through  any  other  processes  before  you  put  it  out? 

Answer.  Not  for  the  manufacture  of  fertilizing  material. 

Question.  Well,  now,  the  electric-furnace  process  is  simply  a  case  of  charging 
the  mixture  of  coke  and  sand  and  phosphate  rock  into  an  electric  furnace,  run- 
ning the  furnace,  and  precipitating  the  phosphoric  acid,  isn't  it? 

Answer.  Yes,  sir ;  but  you  are  running  an  electric  furnace,  and  that  is  not  a 
simple  operation.  In  collecting  the  phosphoric  acid  you  have  to  operate  the 
Cottrell  precipitation  apparatus,  and  I  can  assure  you  that  is  not  a  simple 
operation. 
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Question.  How  long  does  it  take  after  you  put  your  charge  in  the  furnace 
before  you  get  your  phosphoric  acid?    A  very  short  time? 

Answer.  A  short  time;  yes.  You  have  to  put  the  slag  in  your  furnace,  have 
the  proportion  of  materials  go  into  the  furnace,  remove  the  slag  from  the 
furnace,  and  handle  that. 

Question.  It  is  a  matter  of  2  or  3  hours  as  compared  with  72  hours  for 
making  with  the  acid  process,  isn't  it? 

Answer.  You  can't  compare  costs  by  hours. 

Question.  In  cost? 

Answer.  I  say  you  can't.     Time  is  not  a  measure  of  simplicity  or  cost. 

Question.  I  am  not  asking  you  now  about  time.  Isn't  it  a  matter  of  2  or 
3  hours  in  one  case  and  a  matter  of  72  hours  in  the  other? 

Answer.  Yes.  It  is  a  shorter  period  to  get  P2O5  from  the  electric-furnace 
method,  but  that  is  no  measure  of  simplicity  or 

Question.  That  is  a  measure  of  time,  though? 

Answer.  A  measure  of  time. 

Question.  How  much  phosphoric  acid  is  contained  in  the  fertilizers  sold  in 
the  United  States  a  year — P2O6 — available  in  round  figures? 

Answer.  I  think — I  have  to  go  at  it  this  way:  There  is  probably  5,000,000 
tons  of  50°  bromic  acid  going  into  the  fertilizer,  which  is  treating  5,000,000 
tons  of  phosphate  rock,  producing,  in  round  numbers,  10,000,000  tons  of  phos- 
phate material  containing  16  per  cent  available  P2O5. 

Question.  That  would  be  1,600,000  pounds  of  available  P2O5,  according  to  your 
rough  estimate? 

Answer.  Rough  estimate;  yes,  sir. 

Question.  How  much  ammonia  goes  into  the  fertilizer  in  the  United  States 
in  a  year? 

Answer.  You  mean  including — ammonia  or 

Question.  How  many  tons  of  ammonia? 

Answer.  Ammonia  itself? 

Question.  Yes. 

Answer.  I  would  estimate  roughly  probably  three  or  four  hundred  thousand 
tons. 

Question.  How  much  potash? 

Answer.  I  don't  recall  potash.    I  don't  recall  the  figures. 

Question.  Well,  would  it  be  in  about  this  ratio:  For  phosphoric  acid  some- 
where in  the  neighborhood  of  eight-elevenths  and  potash  somewhere  in  the 
neighborhood  of  two-elevenths,  and  for  ammonia  somewhere  in  the  neighborhood 
of  one  and  a  half  elevenths? 

Answer.  I  am  surprised  that  the  ratio  of  potash  you  give  is  as  high  as  you 
give.     I  would  expect  more  ammonia  relative  to  the  potash. 

Question.  That  is,  you  think  the  potash  would  be  lesser? 

Answer.  Yes,  sir. 

Question.  Are  you  in  any  way  connected  with  the  Electric  Bond  &  Share  Co.? 

Answer.  No,  sir. 

Question.  Have  you  ever  been  connected  with  that? 

Answer.  No,  sir. 

Question.  Have  you  ever  been  employed  by  them? 

Answer.  No ;  not  directly  that  I  know. 

Question.  Have  you  ever  been  employed  by  any  of  their  aflSliated  companies? 

Answer.  I  have  been  employed  by  a  company  which  I  think  the  Electric 
Bond  &  Share  Co.  at  one  time  owned  or  had  an  interest  in — a  company  that 
was  built  in  Niagara  in  1923  to  produce  ammonia  by  the  electric  method,  and 
which  company  could  not  produce  it  economically  and  had  to  go  out  of  business. 

Question.  Are  you  on  the  pay  roll  of  any  company  at  the  present  time?  Do 
you  get  a  retainer  in  addition  to  what  you  receive  from  Harvard  University? 

Answer.  I  am  an  employee  of 

Question.  J  P.  Morgan  &  Co.? 

Answer.  Not  at  present. 

Question.  Or  other  companies? 

Answer.  The  Pacific  Coast  Co. 

Question.  What  company  is  that? 

Answer.  The  holding  company  that  owns  the  Pacific  Coast  Coal  Mines  in 
the  State  of  Washington.  Pacific  Coast  Cement  Co.;  Pacific  Coast  Railroad 
Co. ;  Pacific  Coast  Steamship  Cos. ;  Pacific  Coast  Engineering  Co. 

Question.  Those  are  all  the  correct  names  of  those  companies? 

Answer.  Yes,  sir. 
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Question   Any  other  company? 

Answer.  The  Indian  Refining  Co.,  Lawrenceville,  111. 
Question.  Any  others? 
Answer.  No. 

Question.  Are  J.  P.  Morgan  &  Co.  connected  with  the  oflaces  of  the  Bond  & 
Share  Co.? 
Answer.  Possibly. 
Mr.  Wheeleb.  That  is  all. 

By  Mr.  Kelly: 

Question.  You  made  a  suggestion  that  you  made  some  mistake  in  your  rapid 
calculation  this  morning  that  ought  to  be  corrected. 

Answer.  This  afternoon.  When  you  asked  me  what  the  capital  investment 
might  be  in  a  plant  to  produce  ammonia  for  the  cyanamide,  I  picked  out  of 
the — I  stated  a  rough  estimate,  $400  an  annual  ton.  Now,  that  was — from  sec- 
ond thought  I  think  that  is  a  little  high.  I  say  it  would  be  probably  nearer 
$350 ;  and  then  when  we  began  to  figure  the  capital  charges  on  that  I  made  a 
mistatement.  Eight  dollars  capital  charge  would  be  wholly  unreasonable.  The 
capital  charge  of  $40  a  ton  would  be  more  like  it. 

Question.  How  about  your  final  result? 

Answer.  That  would  mean  if  you  had  a  plant  where  your  operating  cost  was 
5  cents,  your  total  cost,  including  capital  charges  would  be  nearer  7  cents. 

Question.  What  per  cent  are  you  figuring  your  capital  charge  on? 

Answer.  That  is  a  little  over  10  per  cent. 

Question.  Isn't  it  true  that  an  ammonia  plant  constructed  in  England  cost 
only  $40  a  ton  of  ammonia? 

Answer.  I  never  heard  of  such  a  low  cost. 

Question.  Do  you  want  it  to  stand  on  the  record  that  $350  a  ton  is  the  lowest 
cost  that  an  electric  plant  can  be  constructed? 

Answer.  Cyanamide? 

Question.  Yes. 

Answer.  Cyanamide  to  ammonia,  no ;  I  won't  say  that  is  the  lowest  cost  it 
can  be  constructed.  That  is  an  estimate  that  I  would  make.  That  is  the 
probable  cost. 

Question.  How  about  the  cost  of  plants  for  making  synthetic  ammonia  by  the 
electrolysis  of  water? 

Answer.  I  think  that  would  cost  about  $300. 

Question.  Per  ton  of  ammonia? 

Answer.  Per  ton  of  ammonia. 

Question.  But  would  that,  then,  be  a  by-product  of  ammonia? 

Answer.  No.  You  asked  me  a  plant  to  produce  ammonia  by  the  electrolysis 
of  water. 

Question.  All  right.    What  about  a  plant  for  the  production  of  caustic  soda? 

Answer.  I  don't  know. 

Question,  In  the  making  of  soda,  though,  you  do  know  that  ammonia  or  hydro- 
gen is  a  by-product? 

Answer.  Hydrogen  is  a  by-product. 

Question.  So  that  the  cost  of  hydrogen  in  that  case  or  the  cost  of  ammonia 
would  be  very  low? 

Answer.  Yes. 

Mr.  Kelly.  That  is  all. 

By  Mr.  ElY: 
Question.  Mr.  Wells,  have  you  made  any  investigation  as  to  the  cost  of  phos- 
phate rock  delivered  at  Anaconda? 
Answer.  At  Anaconda ;  yes,  sir. 
Question.  What  is  it? 
Answer.  About  $6  a  ton. 

By  Mr.  Wheeler  : 

Question.  That  is,  delivered  from 

Answer.  Idaho. 

Question.  At  Soda  Springs,  Idaho,  300  miles  away? 

Answer.  It  is  delivered  on  the  $3.25  mining  cost  and  $2.75  freight. 

Mr.  Ely.  Are  there  any  other  questions?  Will  9.30  to-morrow  morning  serve 
everybody  ? 

(Whereupon,  at  6.10  o'clock  p.  m.  the  hearing  adjourned  until  9.30  o'clock 
a.  m.,  Friday,  November  1,  1929.) 
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Washington,  D.  C,  Xovcnihcr  1.  1929. 

The  hearing  of  the  Federal  Power  Commission  upon  the  applications  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler  to  develop  i>o\ver  on  Flat- 
head Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  office  of  the  Secre- 
tary of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present :  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior ;  Hon.  Joseph  W. 
Dixon,  First  Assistant  Secretary  of  the  Interior;  and  F.  E.  Bonner,  executive 
secretary  of  the  Federal  Power  Commission ;  also  present :  Northcott  Ely,  Esq., 
executive  assistant  to  the  Secretary  of  the  Interior. 

Also  members  of  the  staff  of  the  Federal  Power  Commission,  as  heretofore 
noted. 

Also  present:  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs;  John  R.  K.  Reeves,  Esq.,  attorney  for  the  Indian  Department;  and 
B.  E.  Jones,  Esq.,  United  States  Geological  Survey. 

Appearances :  As  heretofore  noted. 

Secretary  Wilbur.  Are  you  ready,  Mr.  Kelly? 

Mr.  Kelly.  Yes,  sir. 

H.  C.  Gardiner,  a  witness  called  by  and  on  behalf  of  the  applicant,  the  Rocky 
Mountain  Power  Co.,  having  been  first  duly  sworn  according  to  law,  was  exam- 
ined and  testified  as  follows : 

Direct  examination  by  Mr.  Kelly: 

Question.  State  your  name,  please. 

Answer.  H.  C.  Gardiner. 

Question.  Where  do  you  live? 

Answer.  Anaconda,  Mont. 

Question.  How  long  have  you  lived  at  Anaconda? 

Answer.  Approximately  25  years. 

Question.  You  are  employed  by  the  Anaconda  Copper  Mining  Co.? 

Answer.  Yes,  sir. 

Question.  And  in  what  capacity? 

Answer.  I  have  charge  of  the  general  direction  of  the  fertilizer  operations. 

Question.  What  was  your  first  connection  with  the  Anaconda  Co. — what  line 
of  work? 

Answer.  I  w^as  first  employed  by  the  Anaconda  Co.  in  connection  with  the 
investigation  of  smelting  fume  problems  in  the  vicinity  of  the  smelting  works 
in  Anaconda,  Mont. 

Question.  At  what  time  was  that? 

Answer.  In  1905. 

Question.  And  you  have  been  continuously  working  on  the  problem  of  fumes 
and  emanations  from  the  stacks  and  the  utilization  of  by-products  and  saving 
such  metals  as  might  be  saved  in  that  connection? 

Answer.  Yes,  sir ;  that  general  problem  has  been  the  subject  for  investigation 
and  activity  during  that  period  of  time. 

Question.  And  you  have  been  working  on  it  during  that  period  of  time,  more 
or  less? 

Answer.  Yes,  sir. 

Question.  Now,  what  college  did  you  attend  or  complete  work  at? 

Answer.  I  graduated  at  Minnesota  State  College,  with  the  degree  of  bachelor 
of  science  in  agriculture. 

Question.  Now,  then,  in  connection  with  the  disposition  of  by-products  at 
Anaconda,  have  you  given  special  attention  to  the  fertilizer  prolilcmV 

Answer.  Yes,  sir. 

Question.  Well,  just  what  other  problems  of  waste  products  did  \<)n  work  on 
during  that  time? 

Answer.  Well,  our  Investigations  have  included  any  activities  which  might 
tend  to  utilize  any  substance  that  was  a  waste  product  as  a  result  of  smelter 
emanations,  and  those  activities  have  led  to  investigations  in  connection  with 
the  utilization  of  waste  wood  at  the  lumber  plants  of  the  Anaconda  Copper 
Mining  Co.,  the  possibility  of  pulp  manufacture,  and  the  whole  fertilizer  field, 
including  the  use  of  ammonia,  the  possibility  of  phosphoric-acid  manufacture. 
the  possibilities  of  nitrogen  or  ammonia  manufacture;  and  any  activity  related 
directly  or  Indirectly  to  the  problem. 

Question.  Well,  getting  for  the  moment  more  particularly  to  the  question  of 
fertilizer  investigations,  just  tell  the  commission,  in  a  general  way,  how  ex- 
tensive, territorially  and  otherwise,  you  linvc  ixMsnunlly  lookocl  into  tlio  manu- 
facture of  fertilizer  and  its  pos.sible  m{nl<»N. 
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Answer.  In  connection  with  the  organization  of  the  Anaconda  smelter  com- 
mission, which  was  created  by  agreement  with  the  Department  of  Justice  and 
Representatives  of  the  Anaconda  Copper  Mining  Co.,  the  creation  of  this  com- 
mission came  at  the  time  the  Government  of  the  United  States  was  suing  the 
Anaconda  Copper  Mining  Co.  for  an  injunction  for  injury  from  sulphur  fumes 
to  the  national  forests  of  Montana. 

Activities  were  started  at  Anaconda  as  a  result  of  the  creation  of  this  com- 
mission, whereby  it  was  agreed  that  at  the  plants  of  the  Anaconda  Co.  investi- 
gations would  be  made  into  the  possibility  of  utilization -of  sulphur  fumes  and 
utilization  of  the  fumes  proper  at  the  Anaconda  plant. 

In  connection  with  this  work,  it  was  my  duty,  on  behalf  of  the  Anaconda 
Co.,  to  cooperate  with  and  investigate  with  nv^d  assist  tlie  representatives  of 
the  Anaconda  smelter  commission  at  Anaconda. 

Exhaustive  tests  were  made,  first,  into  the  principal  waste  product,  namely 
SO2. 

Question.  Who  were  on  the  commission.  Doctor? 

Answer.  At  that  time  the  Chief  of  the  Bureau  of  Mines,  Dr.  Joseph  Holmes, 
and  Dr.  L.  D.  Ricketts,  who  was  the  appointee  of  the  Anaconda  Co..  and  Mr. 
John  Hays  Hammond. 

The  general  investigations  indicated  that  it  might  be  practicable  to  produce 
phosphate  fertilizer.  Consideration  was  given  to  the  markets.  Consideration 
was  given  to  the  location  of  the  plant  at  Anaconda,  and  it  was  decided  that 
unless  a  very  high-grade  material  could  be  produced  at  Anaconda,  which  class 
of  material  at  that  time  was  not  being  produced  commercially  anywhere  in  the 
world — that  this  did  not  offer  a  hopeful  solution  to  the  problem. 

Technical  men  were  put  on  the  work ;  several  years  active  investigation,  in 
which  numbers  of  technical  men  were  employed  and  a  very  considerable  amount 
of  money  was  spent.  As  a  result  of  these  investigations,  it  was  concluded  that 
the  handicap  of  plant  isolation  could  probably  be  overcome  by  producing  a  very 
high-grade  fertilizer. 

A  small  pilot  plant  was  erected.  Later  a  larger  pilot  plant ;  and  the  process 
of  manufacturing  high-grade  superphosphate  was  worked  out,  and  it  was  made 
commercially  at  Anaconda. 

In  this  connection,  in  view  of  the  large  sums  of  money  necessary  to  be 
expended  in  going  into  the  business  commercially,  and,  in  view  of  the  necessity 
for  acquiring  phosphate  lands,  a  very  general  investigation  was  made. 

First.  Into  the  probable  costs  and  locations  of  phosphate  beds  in  the  West. 
According  to  the  opinions  of  geologists  and  investigators,  there  are  five  or  six 
billion  tons  of  phosphate  rock  in  Montana,  Idaho,  Utah,  and  Wyoming — larger 
deposits  than  are  presumed  to  exist  anywhere  else  in  the  United  States  or  in 
the  world ;  comparing  with  deposits  of  a  few  hundred  million  tons  in  the 
Tennessee  and  Florida  fields. 

Investigations  were  made  into  the  probable  cost  of  mining  these  deposits  and 
as  to  where  the  principal  deposits  were  located,  and  those  that  could  be  most 
economically  mined. 

Investigations  were  made  into  the  cost  of  fertilizer  manufacture  throughout 
the  dift'erent  fertilizer-producing  sections  of  the  United  States,  and  particularly 
the  territory  into  which  it  looked  as  if  it  would  be  possible,  from  a  freight 
standpoint,  to  take  a  high-grade  fertilizer. 

In  addition  to  that,  a  very  careful  investigation  was  made  into  the  cost  or 
the  probable  future  costs,  based  on  changes  in  methods  of  production,  in 
economies  in  production,  and  in  changing  market  requirements. 

These  investigations  extended  to  the  Orient.  I  spent  four  or  five  months 
in  Japan,  where  I  got  fertilizer  costs  from  every  large  fertilizer-producing 
plant  in  Japan.  I  spent  some  time  on  two  occasions  in  the  Hawaiian  Islands. 
I  consulted  traflic  people,  railroad  officials,  as  to  the  probable  cost  at  which 
fertilizer  could  be  moved  to  sections  of  the  country  where  it  was  likely  that  we 
could  move  the  fertilizer. 

We  investigated  the  question  of  export,  as  to  whether  it  would  be  possible 
to  reach  the  New  Zealand  and  Australian  markets  and  markets  in  the  Dutch 
East  Indies,  the  Philippines,  and  Japan,  particularly,  because  Japan  was  the 
large  fertilizer-using  country,  where  it  seemed  it  might  be  possible  for  us  to 
go  with  fertilizers. 

Question.  Now,  then,  after  these  investigations — or  had  you  at  that  time 
constructed  the  fertilizer  plant  at  Anaconda? 

Answer.  Well,  we  had  constructed  the  pilot  plant  and  were  getting  some 
market  experience  in  marketing  the  product,  and  also  getting  some  commer- 
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cial  manufacturing  experience  in  the  production  of  the  high-grade  commercia) 
product. 

You  will  appreciate  the  fact,  Mr.  Kelly,  that  in  starting  this  work,  as  has 
been  the  experience  in  almost  all  of  the  Anaconda  activities  in  which  new 
products  have  been  made,  or  new  products  have  been  put  on  the  market,  we 
had  a  good  many  physical  difficulties  and  market  difficulties  to  overcome, 
aside  from  the  technical  problem  of  manufacturing  a  product  of  a  certain  per- 
centage at  Anaconda. 

Question.  Well,  before  you  leave  the  question  of  raw  material.  Doctor,  you 
say  that  a  study  was  made  of  the  sources  of  phosphate  rock  adjacent  to  or 
within  the  possible  reach  of  the  plant  at  Anaconda,  or  in  that  territory.  Where 
did  the  Anaconda  Co.  finally  decide  to  acquire  and  produce  their  phosphate? 

Answer.  Well,  just  before  I  come  to  that,  Mr.  Kelly,  there  was  one  thing 
I  did  not  quite  conclude. 

Our  investigation  of  possible  sources  of  competitive  supply  went  as  far  as 
to  send  representatives  to  the  Nortli  African  fields,  which  fields  were  looked 
upon  as  a  possible  competitive  source,  presenting  about  the  most  serious  world 
competition  we  would  have  to  meet  with  in  any  export  business  that  we  might 
develop. 

We  investigated  the  costs  in  the  Ocean  and  Narrow  Islands,  in  Angor  Island, 
a  large  source  of  phosphate  rock  used  by  Japan  and  owned  by  the  Japanese 
Navy  Department.  We  investigated  very  carefully  costs  of  rock  production  in 
Tennessee  and  Florida  fields,  and  the  probable  competitive  conditions  that  we 
would  meet  in  undertaking  to  go  as  far  east  as  we  could  with  high-grade 
superphosphate,  and  in  order  to  go  to  any  place  where  we  could  go  with  water- 
borne  material. 

It  was  very  obvious  that  any  entry  into  the  fertilizer  business  that  the 
Anaconda  Co.  could  make  for  the  purpose  of  utilization  of  these  sulphuric-acid 
fumes  was  going  to  be  confronted  with  the  keenest  kind  of  competition,  and 
that  we  could  not  hope  to  survive,  or  even  reach  any  markets  competitively, 
unless  our  costs  of  production  were  as  low  as  possible,  and  on  as  large  a  volume 
as  possible,  and  on  as  large  as  possible  a  tonnage. 

As  a  result  of  an  appreciation  of  this  fact  which,  of  course,  developed  with 
these  investigations,  we  gave  up  the  idea  of  utilizing  the  rock  fields  in  Montana, 
which  fields  were  limited  in  extent,  but  which  were  thought  for  a  time  com- 
mercial ;  and  we  had  acquired  two  of  the  most  promising  deposits  and  spent 
a  lot  of  money  on  them ;  and  we  concluded  to  very  carefully  sui*\'ey  the  situa- 
tion and  get  our  rock  where  we  could  produce  high-grade  phosphate  on  a  stable 
basis,  with  a  large  tonnage  and  at  the  lowest  possible  figure.  Those  investiga- 
tions resulted  in  the  acquisition  by  the  Anaconda  Co.  of  the  largest  and  best, 
as  then  known  and  still  knowTi,  deposit  of  phosphate  rock  in  Idaho.  We  went 
north  400  miles  from  Anaconda,  and  built  a  railroad  9  miles  long,  at  a  cost  of 
$397,000,  built  a  town,  equipped  a  mine — equipped  and  developed  a  mine,  which 
was  a  very  costly  operation. 

We  did  this  because,  as  a  result  of  a  rather  wide  mining  experience,  it  was 
the  judgment  of  the  geological  department  and  the  mining  department  of  the 
Anaconda  Mining  Co.  that  the  greatest  economy  could  be  effected  by  producing 
phosphate  rock  where  these  beds  were  large,  where,  as  nearly  as  could  be  de- 
termined geologically,  they  were  not  badly  faulted,  and  where  they  were  very 
thick. 

You  will  appreciate  the  fact  that  phosphate  mining  in  Montana  is  utterly 
different  from  phosphate  mining  in  these  competitive  Florida  and  Tennessee 
fields,  where,  in  some  places,  drag-line  excavators  that  are  directly  in  the 
plant  reach  out  and  pull  the  material  into  the  plant  for  operation.  We  have 
to  do  vein  mining;  we  have  to  run  tunnels  and  run  shafts,  and  that  is  the 
condition  in  connection  with  any  mining  that  seems  at  all  commercial  in  any 
of  this  western  territory. 

The  costs  of  phosphate  rock  that  we  have  achieved  in  production  down  there 
are  very  closely  in  line  with  estimated  costs. 

But  our  cfxsts  are  still  high,  and  they  are  high  because  of  the  fact  that  our 
tonnage  Is  small.  Our  costs  could  be  much  cheaper  if  we  mined  more  rock,  and 
if  we  were  engaged  in  a  business  that  afforded  an  opportunity  for  large-scale 
production. 

Question.  Well,  why  do  you  not  mine  a  lot  of  rock  and  produce  more  cheaply? 

Answer.  Because  of  the  fact  that  phosphate  production  In  the  United  States, 
as  is  very  commonly  known,  is  In  a  rather  serious  position.  There  is  infinitely 
more  capacity  to  produce  rock,  and  more  capacity  to  produce  fertilizer  than 
there  Is  market. 
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HI      In  addition  to  this  the  competitive  con<lition  world-wide  has  been  getting  very 
^^  much  more  serious.     It  looked  when  I  was  in  Japan — and  I  made  a  tentative 
negotiation  with  Mitsui  &  Co.,  the  largest  fertilizer  distributing  agents  in  Japan, 
who  distribute  more  than  40  per  cent  and  purchase  more  than  40  per  cent  of 
the  fertilizer  requirements  of  the  Japanese  plants — it  looked  as  though  we  might 
conceivably  reach  Japan  if  we  had  a  very  large  rock  production  in  Idaho,  with 
very  low  rates,  and  they  were  to  haul  it  on  their  own  ships.     We  were  dis- 
appointed in  that  particular.    North  African  rock  of  good  quality  is  now  being 
delivered  in  Japan  for  $6.75  a  long  ton.     That  is  nearly  twice  as  much  as  the 
transportation  costs  from  our  plant  to  Japan  would  be. 
Question.  You  say  "  nearly  twice  as  imich  "  V 
Answer.  Nearly  twice  as  much  as  the  transportation  alone  would  be  from 

»our  plant  in  Idaho. 
Competitive  conditions  have  become  so  acute  in  the  tock  field  as  a  result  of 
world  competition  that  rock  is  being  produced  in  California  by  the  Pacific 
Guano  &  Fertilizer  Co.  and  delivered  in  California  much  cheaper  than  we  can 
supply  it  from  our  mines  in  Idaho  of  higher  grade.  The  question  of  rock  pro- 
duction was  found  to  be  wholly  impossible. 
And  despite  the  fact  that  we  have  vigorously  undertaken  to  secure  business 
in  Australia,  in  New  Zealand,  in  the  Philippines,  and  Japan,  w^e  have  only  been 
able  to  secure  a  little  business,  intermittently,  in  the  Philippines,  and  occasion- 
ally a  little  business  when  some  special  market  condition  arises  in  the  Hawaiian 
Islands ;  and  we  have  not  been  able  to  reach  any  place  anywhere,  even  with  a 
$4  export  freight  rate,  which  we  secured  for  export  from  Anaconda. 

And  we  are  manufacturing  the  highest  grade  mraterial  that  is  produced  of 
its  kind  anywhere  in  the  world,  and  a  material  which  carries  approximately 
two  and  one-half  times  as  much  phosphoric  acid  in  each  ton  than  is  in  the  other 
commercial  fertilizer  produced  throughout  the  United  States. 

Question.  Then,  taking  the  production  from  the  Florida  and  the  Tennessee 
fields,  as  compared  with  the  Anaconda  production — that  is,  as  to  quality,  you 
would  say  .there  is  about  two  and  one-half  times  as  much  phosphoric  acid  in 
your  product  as  there  is  in  the  Tennessee  and  Florida  production? 

Answer.  Well,  there  are  two  small  plants  that  are  now  producing  a  material 
f  not  quite  as  high  a  content  as  the  Idaho  field,  but  approximately  the  sauzc 
^content.     The  vast  quantity — in  fact,  I  should  say  97  or  98  per  cent  or  more — 
f  the  fertilizer  production  in  the  United  States  has  produced  16  per  cent  phos- 
fhoric  acid,  whereas  our  material  is  46  or  47  per  cent. 
The  material  that  is  being  produced  at  Tampa  is  approximately  44  per  cent, 
nd  the  material  that  is  being  produced  near  Charleston  is  about  44  per  cent. 
Question.  Are  there  any  markets  reasonably  close  to  Anaconda,  Mont.,  in  the 
nited  States,  west  of  the  Mississippi  River,  for  example? 

Answer.  W^ell,  I  will  answer  that  question ;  but  at  this  time  I  thought  it 
[ght  be  best  to  offer  this  map  [indicating  map  in  witness's  hand]. 
Mr.  Kelly.  Well,  that  is  what  I  was  leading  to ;  yes.    I  ask  to  have  this  map, 
:o  which  is  attached  a  schedule  of  fertilizer  tonnage  used,  by  States,  received 
evidence  and  have  it  marked  for  identification. 

Mr.  Bonner.  I  believe  that  is  Exhibit  No.  3  of  the  Rocky  Mountain  Power  Co. 
Mr.  Kelly.  Yes;  Exhibit  No.  3. 

(The  map  referred  to  was  received  in  evidence  and  marked  "Exhibit  No.  3 
'or  the  Rocky  Mountain  Power  Co.") 

By  Mr.  Kelly  : 

Question.  And  if  you  will  refer  to  this  map.  Rocky  Mountain  Power  Co. 
xhibit  No.  3,  and  just  tell  the  commission  what  it  represents. 

Answer.  The  map  is  a  graphic  map,  showing  the  total  consumption  of 
ertilizer  in  the  United  States  for  the  year  1926;  and  I  might  say  that  the 
ear  1926  was  used  because  of  the  fact  that  this  map  was  prepared  in  connec- 
on  with  an  exhil^t  I  used  at  a  hearing  in  connection  with  Anaconda  freight 
ates   at   Tampa,    Fla.,   a   year    ago;    and    I    did   not   change   it,   because   the 

anges  were  so  slight  that  it  would  not  be  noticeable  on  the  map  at  this  time. 

This  large  green  block  in  the  extreme  northwest  indicates  graphically  the 
otal  fertilizer  used  in  the  United  States. 

The  use  of  the  other  States  is  shown  in  quantities,  practically  too  small  to 

dicate,  such  as  a  hundred  tons  in  Montana,  and  other  markets  of  like 
uantity.     No  attempt  has  been  made  to  graph  that  on  the  map. 

But  all  of  the  States  that  produce  fertilizer  enough  to  graph,  excepting  the 
tates  covered  by  the  green  place  in  the  corner,  are  shown. 
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Question.  You  mean  "  use  "  instead  of  "  produce  "  fertilizer? 

Answer.  Yes ;  the  States  that  use  it. 

I  would  especially  call  the  attention  of  the  commission  to  the  position  that 
the  Anaconda  Co.  occupies  in  relation  to  the  general  use  of  fertilizer  in  the 
United  States,  and  direct  their  attention  to  the  fact  that,  including  the  States 
of  Kentucky,  Ohio,  Indiana,  Illinois,  Michigan,  Wisconsin,  Minnesota,  Iowa, 
Kansas,  Nebraska,  South  Dakota,  North  Dakota,  Wyoming,  Idaho,  Montana, 
Utah,  Nevada,  Arizona,  New  Mexico,  California,  Oregon,  and  Washington, 
there  is  one  State  that  uses  a  total  quantity  of  fertilizer  considerably  in  excess 
of  all  of  those  States,  and  those  are  the  States  most  adjacent  to  the  plant  at 
Anaconda. 

Question.  Have  you  located  Anaconda  on  the  map? 

Answer.  There  is  a  little  circle  there  where  Helena  is  marked ;  Anaconda  is 
practically  there. 

By  Mr.  Wheeler:  » 

Question.  May  I  ask  for  those  names  again,  so  that  I  can  check  them? 

Answer.  Start  with  Ohio  and  go  on  west ;  they  all  go  in. 

Question.  They  all  go  in? 

Answer.  Yes;  including  Oklahoma  and  Texas. 

There  is  adjacent  to  the  plant  at  Anaconda  a  belt,  running  easterly,  of  approxi- 
mately 1,500  miles  of  nonfertilizer-using  area.  In  other  words,  we  have  got  to 
haul  fertilizer  1,525  miles  before  we  begin  to  get  into  fertilizer-using  territory, 
and  then  we  get  on  the  margin  of  the  fertilizer-using  territory  of  the  United 
States ;  and  at  that  place  run  into  competing  plants  whose  costs  per  unit — plants 
scattered  all  over  this  territory — whose  costs  per  unit  for  the  production  of 
phosphoric  acid  are  as  low  or  as  approximately  as  low  a^  the  cost  at'Anaconda; 
plants  that  are  scattered  so  generally  over  this  territory  that  the  freight  advan- 
tage which  we  get  as  the  result  of  shipping  a  material  that  is  46  or  47  per  cent, 
is  largely  dissipated,  and  we  are  not  able,  and  have  not  attempted,  in  a  com- 
mercial way,  to  market  the  fertilizer  from  Anaconda  east  of  Buffalo.  We  have  a 
$10  freight  rate  south  of  the  Ohio  River,  and  we  are  being  rapidly  fcrowded  out 
of  the  Ohio  River  territory  by  competition  which  we  are  unable  to  meet,  as  a 
result,  not  of  any  inability  to  make  cheap  fertilizer  but  because  of  the  isolation 
of  our  plant  from  fertilizer-using  areas. 

By  Mr.  Kelly: 

Question.  Now,  have  you  had  any  difficulty  with  reference  to  getting  the  trade 
to  accept  this  higher  grade  fertilizer  at  a  price  comparable  to  its  value,  as 
compared  with  a  lower  grade  fertilizer? 

Answer.  We  have  assiduously  endeavored,  and  at  very  great  cost,  to  serve  this 
class  of  material  direct  to  farmers.  It  will  be  appreciated  that  very  high-grade 
materials  are  a  tremendous  departure  from  experience. 

We  established  70  fertilizer  distributing  stations  in  the  State  of  Indiana, 
where  we  believe  we  probably  were  put  on  an  even  basis  as  far  as  competition 
went  with  some  of  the  eastern  plants.  We  sold  our  materials  at  a  price  where 
the  price  per  unit — the  unit  is  the  per  cent  per  unit  of  phosphoric  acid — was 
appreciably  below  the  price  for  phosphate  locally  produced.* 

We  have  been  in  this  business  for  a  number  of  years,  for  some  eight  or  nine 
years,  in  a  commercial  way.  And  we  have  not  been  able  in  that  time  to 
appreciably  increase  our  sales.  It  must  be  recognized  that  farmers  are  not 
ready,  nor  are  they  experienced  in  buying  high-grade  materials.  When  a  farmer 
gets  a  ton  of  fertilizer,  he  wants  a  big  ton  for  his  money.  He  has  been  using 
a  fertilizer  which  has  16  per  cent  of  material,  and  which  cost  him  from  .$16 
to  $20  a  ton.  It  does  not  make  any  difference  if  you  come  along  with  a  lower 
price  per  unit,  and  with  a  better  and  cheaper  fertilizer,  you  will  find  that  it  is 
only  a  small  percentage  of  the  more  intelligent  farmers  that  you  can  sell  your 
material  to.  When  the  farmer  buys  a  ton  of  fertilizer,  he  has  be<ni  buying  a 
ton  of  fertilizer,  and  he  wants  a  big  ton  for  his  money.  *hat  is  one  class  of 
difficulties. 

In  addition  to  that,  we  ran  into  no  end  of  other  difficulties.  Many  sections  of 
the  country  did  not  want  superphosphate  by  itself.  Superphosphate  can  be 
used  on  winter  wheat  in  the  sections  of  the  country  I  am  talking  about,  and 
can  be  used  on  corn  directly.  But  ammonia  Is  wanted,  and  potash  Is  wanted, 
but  they  are  wanted  in  relatively  small  quantities. 

Then  we  ran  into  this  other  thing:  In  order  to  get  the  freight  rates  which 
we  have  to  this  territory  we  have  to  ship  80,000  pounds ;  that  is  our  minimum 
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By  Mr.  Dixon: 

Question.  You  said  "pounds";  you  meant  "tons,"  did  you  not,  Doctor? 

Answer.  No  ;  40  tons ;  80,000  pounds.    That  was  a  handicap. 

In  addition  to  that,  when  we  load  cars  with  80,000  pounds  of  fertilizer  we 
are  forced  to  spend  $5.50  to  $6  for  bags  that  will  carry  the  material.  The 
eastern  minimum  is  15  tons.  Cheap  bags  were  used.  We  have  nearly  doubled 
the  packing  costs  to  ship  these  materials;  otherwise,  the  bags  are  in  a  heap 
when  they  reach  this  eastern  territory. 

We  had  the  handicap  that  the  Japanese  people  have  found  in  their  country. 
There  are  two  great  centers  in  Japan  that  I  investigated  where  the  fertilizer 
used  in  southern  Japan  has  been  20  per  cent  material  ever  since  they  have 
used  it,  and  the  other  section  had  the  kind  where  it  has  been  16  per  cent.  You 
can  not  get  a  cent  more  for  20  per  cent  material  in  the  16  per  cent  section  than 
you  can  for  the  16  per  cent  material. 

Farmers  are  slow  to  change  their  practices  and  slow  in  changing  their  meth- 
ods, and  one  of  the  greatest  difficulties  we  have  found  is  to  get  them  to  use 
high-grade  materials. 

In  addition  to  that,  the  equipment  which  is  used  in  agriculture,  the  drill 
equipment,  is  not  adapted  to  the  distribution  of  the  proper  quantity  of  high- 
grade  material. 

Another  thing  is  that  we  have  had  a  very  costly  and  painful  marketing  expe- 
rience. We  heard  a  great  deal  about  the  significance  of  cheap  fertilizer,  and 
we  were  anxious  to  supply  fertilizer  as  cheap  as  we  could.  We  found  that 
there  seemed  to  be  a  sentiment  for  home  mixing  of  the  fertilizers;  for  pur- 
chase of  the  ammonia  and  purchase  of  the  potash,  and  for  the  home  mixing  of 
these  materials,  which  thing  can  be  done  for  about  $2. 

At  70  stations  in  Indiana  the  Anaconda  Co.  purchased  sulphate  of  ammonia 
and  purchased  potash  in  Germany,  because  there  was  no  place  in  the  United 
States  where  you  could  buy  a  ton  or  a  carload. 

We  offered  these  materials  at  the  bare  cost  of  handling,  purchased  in  large 
carload  quantities  at  these  stations.  We  offered  economies  that  amounted  to 
as  much  as  $16  a  ton  in  the  type  of  mixed  fertilizer  that  was  ordinarily  being 
used  in  agriculture  in  the  section,  and  after  spending  a  couple  of  hundred  thou- 
sand dollars  a  year  for  two  years  undertaking  to  furnish  these  materials  in 
that  way  we  abandoned  it,  because  it  would  not  work  commercially,  because 
the  farmers  were  not  used  to  these  high-grade  products,  and  would  only  use 
them  in  a  limited  way. 

There  was  another  handicap  which  we  had.  We  went  into  business  about  the 
time  that  several  big  fertilizer  companies  were  going  broke  and  being  reorgan- 
ized financially.  I  attended  a  meeting  in  Chicago,  at  which  our  general  freight 
rates  were  attacked,  attended  by  the  executives  of  some  30  or  40  of  the  railroads 
involved.  I  heard  the  manager  of  the  International  Agricultural  Chemical 
Corporation  say  that  the  International  Agricultural  Chemical  Corporation  had 
written  off  $23,000,000  in  losses  from  unpaid  bills.  We  have  always  sold  our 
fertilizer  for  cash  ;  and  we  have  found  that  there  was  a  very  considerable  handi- 
cap in  disposing  of  our  materials  in  the  territory  that  we  operated  in. 

In  addition  to  that,  competition  in  the  territory  that  we  can  not  reach  has 
got  down  to  the  point  where  we  are  losing  business  rapidly  in  the  area  that  we 
think  is  the  territory  that  we  can  hope  and  expect  to  reach. 

By  Mr.  Kelly  : 

Question.  Doctor,  have  you  made  some  effort  or  had  some  experience  in  the 
use  of  ammonia  in  connection  with  fertilizer  production  at  Anaconda? 

Answer.  I  want  to  complete  this  statement  first. 

Question.  All  right ;  go  ahead. 

Answer.  We  have  not  looked  alone  to  the  farmer.  The  situation  in  connection 
with  the  production  of  high-grade  fertilizer,  we  believe,  as  a  result  of  our 
marketing  experience,  is  this :  That  high-grade  concentrated  fertilizers  must  be 
shipped  to  mixing  centers  for  distribution.  We  are  very  well  satisfied  that  they 
can  not  be  sold  directly ;  and  I  think  the  experiences  which  we  have  had  amply 
justify  our  statement.  The  experience  of  the  fertilizer  trade  who  are  producing 
mixed  fertilizer  is  this :  That  it  is  only  with  the  greatest  difficulty,  despite  the 
propaganda  that  is  being  carried  on  by  the  experiment  stations  and  the  exten- 
sion departments  of  the  colleges  throughout  the  agricultural  West — it  is  with 
extreme  difficulty  that  we  can  interest  farmers  in  higher  grade  mixtures,  in- 
stead of  mixtures  that  do  not  carry  half  of  the  plant  food  that  our  material 
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carries — or  some  of  the  material  that  we  are  making  at  Anacouda — and  farmers 
take  to  these  materials  slowly  and  reluctantly. 

In  this  connection,  with  the  sales  organization  of  the  Anaconda  Co.,  I  have 
had  several  conferences  with  groups  of  fertilizer  manufacturers,  or  fertilizer 
manufacturers  individually,  endeavoring  to  convince  them  that  the  future  of  the 
fertilizer  industry  probably  lay,  and  the  salvation  of  the  fertilizer  industry  lay, 
in  the  use  of  the  higher  grade  materials. 

The  position  that  these  manufacturers  found  themselves  in  was  this:  That, 
even  if  it  appeared  that  it  might  be  cheaper  to  take  our  materials  and  use 
them,  they  had  two  things  to  overcome :  The  difficulty  uf  getting  the  farmer 
and  the  trade  to  use  these  high-grade  materials — not  the  high  grade  that  we 
make,  but  these  higher  grade  materials ;  and  the  fact  that  if  they  purchased 
their  superphosphate  from  us  at  40  or  47  per  cent,  they  will  proportionately 
have  to  diminish  the  output  of  their  plants  and  as  a  result  of  the  diminish- 
ment  of  the  output  of  their  plants — which  plants  have  only  b^en  operated  for 
a  fraction  of  the  time,  which  is  very  much  diminished  for  many  years,  in  the 
area  where  w^e  could  reach  them — increase  their  own  costs  on  the  material, 
sweetened,  you  might  say,  with  our  materials,  to  raise  the  grade  with  our 
materials. 

And  they  were  very  reluctant,  at  a  time  when  business  was  bad  and  when 
fertilizer  prices  were  in  the  position  that  they  were — in  both  cases  causing 
losses  throughout  the  fertilizer  industry — they  were  very  reluctant  to  scrnp 
plants  or  reduce  the  output  of  their  plants  and  increase  the  overhead  cost. 

The  result  is  that  in  the  years  that  we  have  been  in  this  business  we  are 
able  to  get  only  one  fertilizer  company  in  that  territory  to  put  out  a  line  of 
the  so-called  higher-grade  fertilizers.  The  vast  majority  of  the  trade,  the 
largest  producers,  did  not  do  it,  and  did  not  do  it  because  they  did  not  think 
the  country  was  ready  for  that  kind  of  business.  There  was  much  conversa- 
tion about  it — that  "  it  is  in  the  future,  but  it  is  not  the  situation  that  w^e  are 
confronted  with  at  the  present  time."  The  best  evidence  of  that  is  that  we 
are  not  selling  any  more  material  than  we  did  five  years  ago.  despite  the  fact 
that  we  are  putting  out  a  very  excellent  grade  of  material  and  despite  the 
fact  that  if  there  was  a  demand  we  could  reduce  our  costs  even  below  what 
they  are. 

We  have  got  the  plant  capricity  ;  we  have  got  the  acid  to  make  thirty  times 
as  much  phosphoric  acid  and  i>hosphate  fertilizer  as  we  are  making. 

By  Mr.  Dixon  : 

Question.  What  do  you  do  with  the  rest  of  your  phosphoric  acid  ? 

Answer.  There  is  nothing  we  can  do  with  it ;  it  goes  out  as  SO-  gas.  There  is 
no  outlet  for  it. 

Question.  And  is  there  no  market  for  sulphuric  acid? 

Answer.  Not  from  Anaconda.  There  is  a  very  wide  mnrket  throughout  the 
United  States:  but  it  is  a  question  of  the  freight  rate.  You  could  not  hope 
to  get  a  freight  rate  to  Chicago  of  less  than  $9,  and  sulphuric  acid  is  pro- 
duced in  Chicago  for  $9.  And,  of  course,  we  would  have  $3.50  cost  in  aldi- 
tion,  that  being  our  cost  on  that.  In  addition  to  that,  the  heart  of  the  Tennes- 
see field  and  the  Florida  field  are  producing  acid  by  mandate;  they  are  re- 
quired to  make  it  to  free  gas 

Question.  Is  that  by  State  regulation? 

Answer.  No:  it  is  under  a  Federal  court  decision.  And  they  are  very  large 
producers.     They  are  situated  right  in  the  heart  of  the  fertilizer  field. 

In  addition  to  that  the  production  of  Gulf  sulphur  and  its  distribution  and 
sale  up  to  Chicago  results  in  the  production  of  a  cheaper  acid  that  can  be 
produced  where  lower  acids  are  had,  and  where  to  run  their  copper  pieces  they 
must  run  their  acid,  even  from  the  Tennessee  fields.  The  competition  froiii 
Tennessee  is  met  by  Gulf  sulphur.  You  will  appreciate  this,  that  in  shipping 
1  ton  of  .sulphur  from  the  Gulf  up  to  Chicago  they  can  make  out  of  that  1  ton 
of  sulphur  4  tons  of  sulphuric  acid.    That  is  where  economy  in  freight  comes  in. 

Question.  You  say  1  ton  of  sulphur  makes  4  tons  of  sulphuric  acid? 

Answer.  Four  tons  of  sulphuric  acid ;  yes,  sir.  That  is  why  we  can  not  ship 
sulphuric  acid  anywhere.  If  we  could  have  shipped  sulphuric  acid  commercially, 
we  would  not  have  thought  of  the  fertilizer  business,  because  it  would  have 
been  much  more  attractive. 

But  we  are  simply  away  beyond  the  remotest  possibility  of  marketing  that 
sulphuric  acid  from  Anaconda. 
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Question.  Could  you  make  thirty  times  as  much  phosphate  fertilizer  as  you 
now  do  at  Anaconda? 

Answer.  Yes ;  but  not  with  the  present  capacity  of  the  plant.  We  have  oper- 
ated our  plant  at  only  65  per  cent  of  capacity,  and  are  now  operating  only  8 
or  9  months  of  the  year  because  of  lack  of  demand. 

Question.  Well,  the  whole  fertilizer  industry  throughout  the  State  is  a  very 
sick  industry,  is  it  not? 

Answer.  It  certainly  is ;  that  is  why  ours  is  sick.  Because  the  cost  of  pro- 
ducing the  material  is  40  cents  a  unit;  the  cost  at  Anaconda  is  60  cents,  and 
they  are  down  there  in  the  south  where,  as  you  can  see  from  this  map  [indi- 
cating] the  State  of  North  Carolina  uses  1,200,000  tons  a  year,  and  every  State 
west  of  Kentucky,  including  Ohio  and  Illinois  together,  does  not  use  within 
100,000  tons  of  that.  That  is  the  reason  that  we  are  sick,  as  well  as  the 
fertilizer  industry  of  the  South.  They  have  barytes  there  which  has  been  used 
to  make  sulphuric  acid.  They  have  Gulf  sulphur.  They  have  the  acid  from  the 
Tennessee  Copper  Co.  They  have  water-borne  rock  from  fields  where  drag 
excavation  pick  up  10  tons  at  a  scoopful,  and  that  pick  up  rock.  We  are  doing 
vein  mining  in  Idaho. 

Question.  What  is  the  thickness  of  that  phosphate  in  Idaho? 

Answer.  From  5  to  25  or  30  feet. 

Question.  What  about  the  phosphate  deposits  around  Garrison? 

Answer.  They  are  lower  in  grade.  They  have  a  higher  mining  cost — in  fact, 
so  much  higher  mining  cost  that,  despite  the  fact  that  we  believe  that  we 
should  have  a  50  or  75  cent  rate  from  Garrison,  we  do  not  consider  it  economical 
to  handle  the  phosphate  there,  of  a  little  lower  grade ;  and  grade  is  a  matter 
that  has  to  be  weighed  in  connection  with  the  matter  of  treatment,  freight 
charge,  and  handling  charge;  and  those  costs  have  been  gone  into  very  ex- 
haustively at  Anaconda ;  and  it  was  when  they  had  been  carefully  weighed, 
one  against  the  other,  and  the  sizes  of  the  beds,  and  the  costs  of  mining  were 
investigated,  that  it  was  decided  to  use  the  rock  in  Idaho. 

Question.  Somebody  told  me  a  few  days  ago  that  practically  all  the  fertilizer 
companies  in  North  Carolina  were  "  broke." 

Answer.  Well,  I  think  practically  all  of  them  are,  except  concerns  like  some 
of  the  larger  ones  like  Armour  &  Co.  and  Swift  &  Co.,  and  people  of  that  kind, 
who  have  the  necessary  backing  to  continue  when  the  rest  of  the  industry  go 
*'  broke." 

I  might  say  this,  that  if  the  fertilizer  business  of  the  Anaconda  Co.  was  not 
attached  to  the  Anaconda  Co.  it  would  have  been  broken  and  out  of  business 
five  or  six  years  ago. 

By  Mr.  Kelly  : 

Question.  Well,  Doctor,  in  the  production  of  the  material  for  the  making  of 
fertilizer  did  the  Anaconda  Co.,  under  your  direction  or  otherwise,  investigate 
the  possibility  of  electrolytic  production  of  phosphoric  acid  and  ammonia? 

Answer.  An  electric  furnace  was  built  at  Anaconda  and  was  operated  for 
several  months. 

Question.  Without  going  into  the  details  of  that,  just  tell  the  commission 
what  the  result  of  that  was. 

Answer.  The  result  confirmed  the  manufacturing  experience  in  the  rest  of 
the  world,  and  that  was  that  the  electric-furnace  method  is  not  applicable  to 
the  fertilizer  industry,  as  far  as  our  knowledge  is  concerned;  and  as  far  as  our 
investigations  are  concerned,  we  know  of  no  place  where  the  electric-furnace 
method  is  producing,  or  even  promising  to  be  possible  to  produce,  fertilizer  by 
the  electric-furnace  method. 

By  Mr.  Dixon  : 

Question.  What  do  you  pay  -per  horsepower  at  Anaconda  for  your  electric 
current? 

Answer.  Well,  Mr.  Lacey,  the  general  metallurgical  manager  for  the  Ana- 
conda Co.,  is  going  to  testify  about  the  details  of  that  particular  subject,  Mr. 
Secretary,  and  he  will  have  figures  to  the  second  decimal  point  on  the  cost  of 
power ;  and  while  I  know  generally,  it  might  be  better  lor  him  to  explain  that. 

I  might  say  this,  Mr.  Kelly,  that,  as  far  as  electric  furnace  operation  is  con- 
cerned, the  Anaconda  Co.'s  experience  confirms  the  experience  of  other  investiga- 
tors who  have  looked  into  the  possibility  of  manufacture. 
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By  Mr.  Kelly: 

Question.  You  have  made' a  world-wide  investigation  of  this,  a  considerable 
part  of  it  being  done  by  yourself,  and  in  other  countries  by  representatives  or 
other  sources  of  information.  Can  you  tell  the  commission  what  percentage 
of  fertilizer  material,  either  of  phosphoric  acid  or  of  ammonia,  goes  into  the 
fertilizer  business  that  comes  from  electrical  production  of  any  kind? 

Answer.  Well,  you  mean  on  phosphoric  acid? 

Question.  Yes,  sir. 

Answer.  As  far  as  our  investigations  have  gone,  and  as  far  as  the  literature 
and  reports  are  concerned,  we  know  of  one  plant — not  making  fertilizer,  but 
making  phosphoric  acid  for  technical  use,  and  for  the  baking-powder  industry, 
that  is  making  phosphoric  acid  electrically.  They  had  waste  acid,  dirty,  that 
they  get  through  their  operations,  acid  that  is  contaminated  by  materials  which 
prevent  their  product  from  being  used  for  the  purpose  for  which  their  plant  was 
erected;  and  they  take  that  material  and  convert  it  into  phosphate  fertilizer. 
That  plant  is  located  at  Anniston,  Ala. 

By  Mr.  Dixon  : 

Question.  How  large  a  tonnage  does  the  baking-powder  industry  consume  in 
phosphoric  acid? 

Answer.  There  is  a  plant  in  the  vicinity  of  Chicago,  Mr.  Secretary,  using 
daily  phosphoric  acid  to  the  equivalent  of  a  production  of  over  100  tons  of  rock 
in  baking-powder  production.  As  to  the  plant  at  Anniston,  Ala .  T  think  I  could 
tell  you  what  the  production  is  there. 

Question.  What  else  goes  into  baking  powder  besides  phosphoric  acid? 

Answer.  That  is  outside  of  my  range,  Mr.  Secretary.  I  think  that  figure  as 
to  the  total  down  there  is  a  small  tonnage ;  it  is  an  inconsequential  tonnage,^ 
from  a  fertilizer  standpoint. 

By  Mr.  Kelly: 

Question.  Now,  you  made  some  investigations  in  connection  with  the  possi- 
bility of  the  use  of  waste-wood  products? 

Answer.  You  asked  me  about  ammonia,  and  I  did  not  answer  it,  because  I 
went  on  to  this  other  question. 

Question.  All  right ;  give  us  ammonia  and  wood  pulp  at  this  time. 

Answer.  Investigations  were  made,  in  which  I  was  associated,  into  the  ques- 
tion of  whether  ammonia  could  be  produced  at  Anaconda  electrically  for  the 
purpose  of  combining  with  phohphoric  acid,  making  ammoniated  phosphate. 
These  investigations,  briefly,  disclosed  several  general  facts : 

In  the  first  place,  it  appeared  that  the  ammonia  production  of  the  world  was 
increasing  very  rapidly ;  that  it  was  very  likely  that  in  a  comparatively  short 
time,  as  the  result  of  improved  processes,  ammonia  production  would  get  to  the 
point  where  the  prices  would  drop  down  considerably. 

We  investigated  the  question  of  ammonia  produced  at  Niagara  Falls.  The 
president  of  the  Niagara  Manufacturing  Co.  came  to  Anaconda  in  an  endeavor 
to  sell  us  ammonia  for  the  production  of  ammonioted  phosphate  at  Anaconda. 

We  investigated  the  possibilities  of  making  ammonia  at  Poison.  Those  inves- 
tigations were  made  some  two  years  ago.  We  investigated  the  possibilities  of 
making  ammonia  at  Anaconda  from  power  transmitted  from  Poison.  We  at 
that  time  had  an  estimate  prepared,  showing  what  power  would  have  to  be 
delivered  for  at  Anaconda  to  make  ammonia  at  the  then  market  price. 

We  decided  not  to  undertake  the  manufacture  of  ammonia  for  several  rea- 
sons. In  the  first  place,  we  recognized  the  fact  that  there  was  not  a  market  for 
the  material  if  it  was  produced  at  Anaconda.  In  the  second  place,  as  the 
result  of  an  invesigation,  which  investigation  extended  to  summarizing  the 
world  condition ;  the  tonnages  produced  in  different  portions  of  the  world ;  the 
costs;  the  cost  of  installation  of  plants;  the  probable  future  cost  of  manufac- 
ture, because  of  the  fact  that  the  whole  ammonia  production  question  was,  you 
might  say,  in  a  state  of  flux,  and  as  to  what  ammonia  was  going  to  cost 
to-morrow  was  an  uncertain  question 

Ammonia  was  dropping,  as  a  matter  of  cost  production,  first,  from  10  cents, 
then  to  8  cents,  and  then  to  6  cents. 

At  that  time  it  was  5  cents;  in  fact,  we  were  able  to  buy  ammonia  at  that 
time  in  the  Chicago  district  for  a  little  over  3  cents. 

Mr.  Dixon.  What  was  the  reason  for  that  drop  in  the  price? 


\ 
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Answer.  Largely  because  of  the  tremendous  improvement  in  the  production 
of  ammonia  by  the  coal-coke-water-gas  route,  and  by  the  tremendous  increase 
in  the  production  in  Germany,  and  by  the  increase  in  Japan  and  the  increase  in 
the  United  States. 

Mr.  Dixon.  How  do  the  Japanese  make  ammonia? 

Answer.  They  are  going  to  make  it  by  two  methods.  They  are  going  to  make 
it  by  the  electrical  method,  where  they  have  very  cheap  power,  and  they  are 
going  to  make  it  by  the  coal-coke-water-gas  route,  and  they  are  also  getting 
ready  to  make  it  in  Korea. 

We  concluded  that  we  would  not  be  justified  in  making  any  installation  in  a 
plant  in  Montana — first,  because  of  the  fact  that  we  questioned  very  seriously 
the  market ;  in  the  second  place,  we  questioned  whether,  if  we  were  to  design 
and  build  a  plant,  whether  ammonia  would  not  be  38  to  40  per  cent  cheaper  by 
the  time  the  plant  could  be  erected.  When  I  say  "  cheaper,"  produced  at  that 
cost.  And  our  apprehensions  and  our  investigations  which  were  made  in  1927 
were  amply  justified  by  the  facts  as  they  have  developed.  Ammonia  is  being 
produced  in  a  very  large  way  in  one  of  the  plants  that  Mr.  Wells  spoke  about 
yesterday  at  the  cost  that  our  reports  indicated  it  would  be  made  at  this  time, 
and  a  plant  at  Anaconda  or  a  plant  at  Poison  or  a  plant  anywhere  in  the  West 
would  just  be  in  a  hopeless  position  because  of  their  remoteness  from  market, 
because  of  the  fact  that  the  cost  of  producing  by  cheaper  methods,  where  coal 
and  coke  are  cheap,  do  not  exist  in  our  territory.  Even  with  the  advantage 
which  we  might  have  obtained  as  a  result  of  putting  this  ammonia  in  and 
shipping  with  it  phosphoric  acid,  there  was  no  chance  for  us.  And  the  develop- 
ments of  the  last  few  years  have  amply  justified  our  position.  We  would  have 
just  lost  more  money  than  we  are  now  losing  if  we  had  embarked  in  that 
adventure. 

By  Mr.  Kelly: 

Question.  What  does  coke  cost  at  Anaconda? 

Answer.  Coke  costs  $12  at  Anaconda,  purchased  on  large  contracts  from  the 
cheapest  and  best  source  available. 

Question.  Where  is  that? 

Answer.  It  is  around  Provo,  Utah  ;  at  the  Columbia  Steel  Co.'s  plant  at  Provo, 
Utah. 

Question.  Now,  do  you  know  of  any  available  supply  of  coke  that  could  be 
put  in  at  Poison  or  in  the  vicinity  of  Poison  as  cheap  or  cheaper  than  it  can  be 
bought  and  delivered  at  Anaconda? 

Answer.  I  think  it  is  safe  to  assume  that  the  Anaconda  Co.  are  buying  it  as 
cheaply  as  it  can  be  bought  anywhere,  in  view  of  the  tremendous  tonnages  used. 
And  there  is  no  other  source  of  supply  that  I  know  anything  about  wh^re  from 
a  freight  standpoint  or  from  a  standpoint  of  coking  coals  there  should  be  a 
source  of  supply. 

Question.  So  far  as  you  know,  if  coke  had  to  be  delivered  in  the  vicinity  of 
the  Flathead  project  it  would  probably  come  from  Utah? 

Answer.  It  would  cost,  in  my  opinion,  about  $13  to  $13.50  a  ton  if  tonnages 
commensurate  with  the  tonnages  that  are  purchased  at  Anaconda  were  pur- 
chased. 

Question.  And  if  smaller  tonnages  were  purchased,  would  it  be  more  or  less? 

Answer.  Well,  the  reasonable  assumption  would  be  that  it  would  be  more. 
The  freight  rates  would  be  the  same,  but  certainly  the  coke  cost  would  be  more. 
At  the  same  time  it  would  necessitate  more  plant  facilities  in  the  Utah  plant, 
because  that  plant  is  making  all  the  coke  it  can. 

Question.  Now,  if  you  have  something  to  say  on  the  investigations  which 
you  made  and  the  conclusions  which  you  came  to  with  reference  to  the  utiliza- 
tion of  wood-w^aste  products — in  the  first  place,  has  the  Anaconda  Co.  a  con- 
siderable timber  supply  in  Montana? 

Answer.  It  is  my  understanding  that  the  Anaconda  Co.  has  on  its  own  lands 
approximately  a  million  acres  of  standing  timber.  They  are  producing  about 
90,000.000  feet  of  timber  a  year  for  use  underground  in  Butte.  As  the  result 
of  these  operations  at  one  plant  in  Montana  there  are  burned  daily  153  cords 
of  wood  waste.  We  had  directed  investigations  to  the  possibility  of  utilization 
of  this  wood  waste  for  several  reasons.  In  the  first  place,  to  stop  waste;  in 
the  second  place,  to  see  if  we  could  find  a  market  for  liquid  SO2.  In  wood- 
waste  utilization  the  McKee  process  utilizes  liquid  SO2  for  the  extraction 
of  refuse  products  and  turpentines  from  wood,  which  is  done  in  the  South 
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with  petroleum  products,  which  products  are  rather  costly  and  which  products 
also  carry  out  in  the  wood  chips  a  considerable  quantity,  and  cause  a  very 
considerable  waste  as  a  result.  We  thought  possibly  we  could  utilize  large 
tonnages  of  SOa.  We  had  a  very  careful  investigation  made,  very  large 
quantities  of  wood  analyzed  to  determine  the  content  of  these  woods  from 
the  standpoint  of  their  resinous  contents  and  turpentine  and  other  chemical 
things  that  were  in  them.  We  found  they  compared  very  favorably  with  the 
southern  woods. 

We  also  thought  that  possibly  by  one  of  the  processes  that  was  investi- 
gated we  could  make  wood  pulp  out  of  this  waste  wood.  Waste  wood  is 
being  used  for  pulp  manufacture.  That  was  investigated.  We  thought  that 
possibly  if  we  went  into  the  craft  paper  manufacturing  business,  which  kind 
of  paper  is  the  kind  of  paper  that  could  be  made  from  our  waste  woods,  that  we 
could  provide  bags  for  our  fertilizer  business.  Such  bags  are  being  used  in  the 
industry. 

We  thought  that  we  might  produce  flotation  oils  for  our  large  use,  both 
at  the  Anaconda  Co.'s  plant  and  the  plant  in  Utah,  and  the  plants  in  the 
Kellogg-Bunker  Hill  section  for  flotation  oils. 

By  one  of  the  methods  investigated  we  thought  we  could  get  charcoal  for 
production,  for  use  at  Great  Falls. 

We  investigated  the  possibilities  of  the  manufacture  of  alcohol,  of  acetate 
of  lime,  and  a  whole  list  of  chemical  things  that  could  be  made  from  these 
wood  wastes. 

We  found  that  we  had  one  other  thing  in  mind,  namely,  that  if  we  went  into 
the  pulp  business  we  could  probably  very  considerably  increase  the  industry 
in  that  section  of  the  country.  In  addition  to  utilizing  this  waste  and  on 
top  of  that  we  are  always  interested  in  the  question  of  power  use. 

The  general  result  of  these  investigations,  without  taking  too  much  time 
or  going  into  detail,  was  that,  as  far  as  acetate  of  lime  was  concerned,  there 
was  not  a  fraction  of  the  market  in  Japan  or  in  the  Orient  and  this  western 
portion  of  the  United  States  that  we  could  reach. 

As  far  as  pulp  was  concerned,  we  concluded  that  in  view  of  the  market  in 
the  sections  that  we  could  reach  and  in  view  of  the  condition  of  the  paper 
industry  that  that  was  not  feasible  at  this  time. 

We  concluded  as  the  result  of  these  investigations  that  from  a  standpoint 
of  getting  our  paper  bags  from  Anaconda  if  we  started  on  an  economical  unit 
we  would  make  many  times  as  many  paper  bags  as  we  could  possibly  use 
at  Anaconda. 

We  would  produce  flotation  oils  way  in  excess  of  the  possible  requirements 
with  an  economic  plant. 

And  on  top  of  that,  and  in  consideration  of  the  markets  to  which  we  would 
have  to  go,  we  were  continually  confronted  with  the  handicap  of  our  isola- 
tion and  the  freight  rates  we  would  have  to  pay,  and  as  far  as  our  investigations 
went,  despite  the  fact  that  many  of  the  things  looked  promising,  none  of  them 
looked  commercially  feasible.  ' 

Mr.  Dixox.  How  much  turpentine  did  you  get  out  of  150  cords  of  waste? 

Answer.  You  might  be  surprised  to  know,  Mr.  Secretary,  that  there  were — I 
have  all  these  figures  with  me — that  there  were  many  samples — in  fact,  a  large 
part  of  some  of  the  grades  of  timber  that  we  handle  at  Anaconda  had  (►ver  HO 
per  cent  resinous  material  that  could  be  extracted  from  them. 

Mr.  DixoN.  Just  in  passing,  I  saw  a  little  test  from  North  Carol  inn  a  lew 
weeks  ago,  where  they  produced  from  a  ton  of  pine  knots  and  old  suimys  and 
hearts  of  trees  that  laid  on  the  ground  about  100  gallons  ol"  turpentine  and 
tar  from  1  c*ord  of  wood. 

Answer.  We  have  plenty  of  wood  that  will  do  the  same  thing. 

Mr.  Dixon.  Not  that  rich,  of  course. 

Answer.  We  have  materials  that  compare  in  richness  with  the  southern  mate- 
rials, not  that  whole  150  cords,  but  we  have  a  lot  of  material  that  is  surprisingly 
rich  in  those  products.  The  trouble  with  the  thing  is  that  at  the  present  time. 
as  far  as  creosote,  which  is  one  of  the  things  that  would  be  produced  by  destruc- 
tive distillation,  the  market  is  badly  overdone  in  the  West. 

Mr.  Dixon.  This  was  creosote,  turpentine,  and  a  high  grade  of  tar,  100 
gallons  of  it  to  the  cord. 

Answer.  You  can  produce  cattle  feed ;  you  can  produce  turpentine ;  you  can 
produce  very  many  chemicals  in  large  quantities  from  many  of  these  Montana 
wood  wastes;  you  can  produce  charcoal;  you  can  produce  a  hundred  things 
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by  the  three  general  methods  which  we  investigated,  but  we  didn't  find  any  of 
them  that  we  believed  were  commercially  possible. 

I  might  say  this,  that  it  is  our  practice  periodically  to  take  up  these  investiga- 
tions. Those  investigations  were  made  in  1920.  Although  collateral  investiga- 
tions had  been  made  at  that  time,  we  are  starting  again  a  general  set  of  investi- 
gations to  see  whether,  as  the  result  of  technical  development  and  market  con- 
ditions, there  are  any  possibilities  again.  We  have  not  given  it  up.  We  simply 
put  it  oif.     We  are  beginning  to  do  that  again. 

By  Mr.  Scattergood  : 

Question.  What  w^as  the  occasion  of  this  great  wood  waste? 

Answer.  It  is  the  customary  and  usual  waste  of  slabs  and  sawdust  and  mill 
wast«. 

Question.  From  lumber  operations? 

Answer.  From  lumber  operations.  That  is  the  waste  where  one  of  ouc  mills 
is  located  at  Bonner.  Approximately  150  cords  a  day  go  to  the  big  burners. 
It  is  just  one  of  those  tragic  economic  wastes,  such  as  the  sulphur  waste. 

Question.  Are  you  in  the  lumber  business  just  for  your  own  uses? 

Answer,  Well,  primarily,  but  in  the  production  of — in  the  cutting  of  timber, 
in  making  economic  cutting  there  is  always  a  quantity  of  timber  which  should 
be  best  marketed  for  commercial  purposes,  and  the  other  proportion  goes  into 
mine  operations,  and  the  Anaconda  Co.  sells  through  some  associated  organiza- 
tion lumber  to  the  lumber  industry,  but  that  is  lumber  which  is  too  valuable  or 
not  adapted  to  mine  uses. 

Question.  But  it  is  primarily  for  mine  props,  and  so  on? 

Answer.  My  impressions  of  the  figures  are  this :  That  they  are  cutting  about 
130,000,000  or  140,000,000  feet  a  day  and  90,000,000  or  100,000,000  feet  go  under- 
ground in  Butte, 

Mr.  Kelly.  That's  all.  Doctor,  unless  you  have  something  more. 

The  Witness.  Well,  I  merely  wanted  to  say  this  about  our  venture  into  the 
fertilizer  business,  that  we  at  no  time  in  any  year  have  made  any  profit ;  we 
have  struggled  along,  recognizing  this  thing :  That  for  every  ton  of  rock  that  is 
potentially  available  in  Montana,  Idaho,  Utah,  and  Wyoming,  it  is  going  to  take 
a  ton  of  sulphuric  acid  to  treat  it.  We  have  a  potential  capacity  for  producing 
sulphuric  acid  at  Anaconda  which  might  be  stated  roughly  at  3,000  tons  daily. 

It  is  unfortunate  that  the  mining  of  the  ores  is  coming  in  advance  of  the 
utilization  of  these  fields.  We  have  struggled  along  with  the  fertilizer  industry, 
hoping  to  make  our  contribution  toward  the  utilization  of  these  fertilizer  de- 
posits by  the  use  of  this  waste  asset.  We  went  to  the  railroad  companies — and 
we  did  not  go  to  traffic  managers ;  we  w^ent  to  the  presidents  and  the  vice  presi- 
dents and  the  vice  presidents  in  charge  of  traffic,  and  w^e  said — we  explained  this 
situation  about  this  vast  quantity  of  rock  and  this  waste  of  sulphur,  and  we  told 
the  railroad  companies  that  we  considered  it  our  duty,  even  if  we  made  no 
money  out  of  it,  or  just  got  back  barely  what  we  had  put  into  it,  to  undertake 
to  supply  this  fertilizer  requirement  for  the  United  States  and  save  this  waste 
that  was  going  on.  The  railroad  companies  have  given  us  for  our  fertilizer 
movements  the  lowest  rates  that  prevail  in  any  direction  to  any  part  of  the 
United  States  for  any  commodity,  and  they  have  done  it  on  the  assurance  from 
us  that  for  every  carload  of  fertilizer  that  we  might  ship  from  Anaconda,  the 
railroads  ultimately  would  haul  three  or  four  carloads  of  farm  products,  and 
that  in  turn  they  would  assist  in  stabilizing  that  diminishing  crop  situation 
which  has  found  its  way  across  Ohio  and  is  well  into  Indiana ;  and  we  called 
their  attention  to  the  fact  that  we  asked  for  these  rates  on  the  theory  that  if 
we  could  supply  these  cheap  fertilizers  in  large  quantities,  the  farmers  not  only 
could  grow  increased  crops ;  that  the  farmers  cculd  buy  more  things  with  the 
money  they  would  get  from  these  increased  crops,  and  that  there  was  nothing 
that  the  railroads  or  the  Anaconda  Co.  were  more  vitally  interested  in  than  a 
sustained  agriculture  and  an  improved  situation  of  the  farmer  as  he  found 
himself  in  the  United  States. 

The  reason  that  we  felt  that  way  so  strongly  was  that  the  Anaconda  Co.  is  tho 
manufacturer,  through  its  subsidiary,  of  over  10,000  separate  and  different 
articles  made  from  copper  and  zinc  and  brass  and  lead  and  other  things,  and 
we  are  just  as  much  interested  in  sustained  purchasing  capacity,  even  if  it 
might  be  termed  a  selfish  interest,  as  anyone  else  in  the  United  States,  and  we 
have  struggled  along  with  this  business,  anxious  to  make,  if  we  can,  a  contribu- 
tion to  a  large  source  of  high-grade  fertilizer  for  use  in  agriculture  in  that  por- 
tion of  the  United  States  that  we  can  reach. 
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Mr.  Ely.  How  much  does  it  cost  y<>n  per  ton  to  lay  your  phosphate  rock  down 
in  Anaconda  V 

Answer.  To  lay  it  down  in  Anaconda?  It  costs  us  $6,  and  if  we  had  a  busi- 
ness that  amounted  to  anything,  if  we  could  go  to — \\e  have  estimated  the 
tonnage  of  different  productions — if  we  could  run  our  plants  at  capacity  or  any- 
thing approaching  capacity,  we  could  lay  it  down  at  Anaconda  for  $1.25  a  ton 
less.    We  can  effect  mining  economies,  but  we  can  not  change  the  freight  rate. 

Question.  Could  you  lay  it  down  cheaper  at  Anaconda  if  you  used  sources  in 
the  State  of  Montana? 

Answer.  No ;  we  could  not.  We  have  investigated  those  sources.  The  fields 
are  broken,  they  have  shale  in  them,  they  are  small  in  extent,  large  areas,  but 
scattered  supplies.  We  ourselves  own,  because  we  thought  it  would  be  pos- 
sible— ^we  acquired  two  rather  extensive  deposits,  and  after  the  fullest  kind  of 
investigation  it  was  determined  that  the  mining  costs  would  be  so  great  that  it 
would  be  impracticable. 

By  Mr.  Kelly  : 

Question.  What  do  you  mean  by  "  broken  "? 

Answer.  Faulted  and  mixed  with  shale  and  mixed  with  other  layers  of  rock. 
We  went  to  the  large  sources  of  supply,  where  the  veins  were  large  and  where 
mining  economies  could  be  effected.  Mining  in  Montana  takes  labor  that  costs 
above  $4.75  a  day.  You  have  got  to  timber  these  mines.  These  are  not  mines 
that  are  reached  with  drag  lines;  they  are  vein  mines,  and  the  Anaconda  Co. 
has  had  a  considerable  experience  in  vein  mining,  and  the  mining  department 
and  the  geological  department  decided  that  they  could  get  cheaper  rock  in  Idaho 
than  they  could  anywhere  in  Montana,  Wyoming,  or  anywhere  else  out  in  that 
country,  and  that  is  why  we  went  380  or  390  miles  and  built  9  miles  of  railroad. 

Mr.  ScATTERGOOD.  Is  it  possible  to  have  any  quarrying  of  phosphate  rock  any- 
where in  the  West  that  you  know  of? 

Answer.  Not  that  we  know  of ;  no,  sir.  We  know  of  no  such  possibility.  The 
beds  do  not  occur  in  that  way.  The  beds  are  old  ocean  floors,  in  which  the 
minute  particles  of  the  little  skeletons  of  microscopic  organisms  dropped  for 
millions  of  years.  Well,  Montana  and  Idaho  and  Wyoming  have  been  disturbed 
since  they  were  ocean  floors.  They  have  been  faulted  and  distorted  and  turned 
and  twisted.  Our  rock  beds  in  Idaho  have  another  advantage,  namely,  that  they 
lie  at  an  angle  that  they  can  be  mined  with  the  least  expenditure  for  timber. 
In  other  words,  we  get  by  with  a  minimum  of  timber,  and  timbering  is  one  of  the 
very  costly  things  in  mining  operations.  That  was  one  of  the  strong  mining 
reasons  why  the  Idaho  fields  were  taken.  These  beds  were  setting  at  about  the 
right  angle :  they  were  thick ;  they  had  very  little  clay  in  them,  and  such  clay 
as  is  in  them,  where  we  require  higher-grade  rock  for  a  certain  portion  of  our 
manufacture,  we  had  an  air-concentration  method  which  costs — oh,  in  this 
mining  it  costs  75  to  90  cents  a  ton,  where  we  concentrate  the  rock  by  blowing 
the  clay  out  of  it.  The  thing  that  is  in  this  rock  that  diminishes  its  content  is 
little  bands  of  clay  that  were  laid  down  in  these  old  ocean  floors,  and  that  we 
very  easily  and  very  cheaply  get  rid  of. 

Mr.  Kelly.  We  are  through. 

Mr.  Forbes.  Mr.  Chairman,  on  account  of  illness  I  was  not  able  to  prepare 
my.self  on  the  scientific  or  chemical  side  of  the  case,  so  I  will  ask  Mr.  Wheeler 
to  ask  the  questions  on  that. 

Mr.  Dixon.  You  have  a  very  able  attorney  over  there  to  cross-examine. 

Mr.  Forbes,  Yes:  I  don't  think  lif>  urods  me  at  all,  Mr.  Chairmnii 

Mr.  Dixon.  No;  I  don't  think  so. 

Cross-examination  by  Mr.  Wheeler: 

Question.  Doctor  Gardner,  I  wanted  to  ask  you  first  about  this  maji  and  list 
of  States.  I  want  to  go  right  down  the  line  now.  Do  you  sell  any  super- 
phosphate in  Maine? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  ammonium  phosphate  in  Maine? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  superphosphate  in  New  Hampshire? 

Answer.  No,  sir. 

Question,  Do  you  sell  any  ammonium  phosphate  there? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  superphosphate  In  Vermont? 

Answer.  No,  sli. 
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Question.  Any  ammonium  pliospliate? 

Answer.  No.  I  think  you  might  s^ve  a  little  time  if  you  will  let  me  look  at 
the  list,  and  I  will  tell  you  how  far  down  to  go. 

Question.  I  would  rather  go  through  it  in  my  own  way,  I  think. 

Answer.  All  right. 

Question.  You  didn't  answer  that  question. 

Answer,  No. 

Question.  Do  you  sell  any  superphosphate  in  Massachusetts? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  ammonium  phosphate  in  Massachusetts? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  superphosphate  in  Rhode  Island? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  ammonium  phosphate  in  Rhode  Island? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  superphosphate  in  Connecticut? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  ammonium  phosphate  in  Connecticut? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  superphosphate  in  New  York? 

Answer.  We  have  sold  a  little  at  times  in  Buffalo  to  fertilizer  manufacturers. 

Question.  Do  you  sell  any  ammonium  phosphate  in  New  York? 

Answer.  No,  sir. 

Question.  Po  you  sell  any  superphosphate  in  New  Jersey? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  ammonium  phosphate  in  New  Jersey? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  superphosphate  in  Pennsylvania? 

Answ^er.  No,  sir.  j 

Question.  Do  you  sell  any  ammonium  phosphate  in  Pennsylvania? 

Answer.  No,  sir.  ; 

Question.  Do  you  sell  any  superphosphate  in  Delaware? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  ammonium  phosphate  in  Delaware? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  superphosphate  in  Maryland? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  ammonium  phosphate  in  Maryland? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  superphosphate  in  West  Virginia? 

Answer.  No,  sir;  nor  Virginia,  nor  North  Carolina,  nor  South  Carolina,  nor 
Georgia,  nor  Florida,  nor  Alabama. 

Question.  Just  a  minute — I  will  check  these  off. 

Answer.  Georgia,  Florida,  Alabama,  Mississippi,  Tennessee ;  a  little  in 
Missouri  and  a  little  in  Arkansas ;  none  in  Louisiana ;  a  little  in  Texas,  Okla- 
homa, Ohio,  Indiana,  Illinois;  none  in  Kentucky. 

Question.  You  sell  in  Texas,  Oklahoma,  Ohio,  Indiana,  and  Illinois? 

Answer.  Trivial  quantities,  yes — well,  in  Texas  and  Oklahoma,  yes;  small 
quantities — now  and  then  a  carload. 

Question.  And  below  Illinois  you  sell  in  all  of  those  States  superphosphate? 

Answer.  No ;  not  in  Kentucky.  Very  little  in  Iowa,  Kansas,  Nebraska,  South 
Dakota,  North  Dakota,  Montana,  Wyoming,  Idaho — some  in  Idaho  and  some 
in  Colorado  to  the  sugar-beet  people,  and  some  in  Utah.  I  don't  believe  we 
have  sold  any  in  Nevada  or  Arizona  or  New  Mexico.  We  sell  a  substantial 
quantity  in  California,  some  in  Oregon,  and  a  little  in  Washington. 

Question.  Now,  let's  take  the  same  States  from  Maryland  down  on  ammonium 
phosphate. 

Answer.  My  answer  will  apply  to  ammonium  phosphate,  although  I  can't  tell 
you  exactly — most  of  our  ammonium  phosphate  goes  to  Indiana  and  the  Chi- 
cago district.  W^e  can  not  sell  ammonium  phosphate  direct  anywhere  to 
farmers,  and  it  only  goes  to  fertilizer  manufacturers  for  remixing.  Farmers 
can't  use  it ;  don't  use  it.  It  is  not  used  in  the  industry  only  as  a  material  to 
manufacture. 

Question.  Can  you  mix  it  at  your  plant? 

Answer.  We  make  it  at  the  plant. 
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Question.  Can  you  mix  it  with  other  fertilizers? 

Answer.  We  can't  mix  it  with  potash  because  we  haven't  got  any  potash  and 
can't  buy  any. 

Question.  Can't  you  buy  any? 

Answer.  No. 

Question.  Why  not?  * 

Answer.  We  can't  buy  any  because  we  can't  afford  to  buy  it.  If  we  were 
going  to  mix  it  with  potasli,  we  would  take  the  material  East  and  mix  it 
East  some  place,  as  is  being  done  now\  There  is  no  potash  in  the  West  that  it 
could  be  mixed  with.  We  have  never  been  able,  even  when  we  were  operating 
in  Indiana  any  buying  potash,  we  have  never  been  able  to  even  get  a  carload 
from  the  Searles  Lake  deposit  in  California,  because  it  was  contracted  from  a 
year  to  two  years  ahead,  and  we  have  to  go  to  Germany  to  get  it. 

Question.  But  you  did  get  it? 

Answer.  We  got  it  from  Germany,  but  not  for  shipment  to  Montana.  That 
would  be  commercially  impossible. 

Question.  Does  it  cost  more  to  ship  to  Montana  than  it  would  to  ship  to 
Indiana  from  Germany? 

Answer.  I  think  it  would. 

Question.  How  much  more? 

Answer.  I  should  say  that  it  would  cost  three  or  four  dollars  a  ton — five 
or  six  dollars. 

Question.  Why? 

Answer.  Freight  rates. 

Question.  By  water  transportation? 

Answer.  To  Montana? 

Question.  All  the  way  around. 

Answer.  It  is  a  thousand  miles  after  you  get  around  on  the  other  side. 

Question.  A  thousand  miles  from  where? 

Answer.  From  the  coast — 900  to  1,000  miles. 

Question.  To  Anaconda? 

Answer.  Yes,  sir. 

Question.  How  far  is  it  to  Missoula? 

Answer.  It  is  125  miles. 

Question.  From  Seattle  to  Missoula? 

Answer.  I  don't  know  exactly.  It  is  somewhere  around  eight  or  nine 
hundred  miles. 

Mr.  Dixon.  Six  hundred  and  fifty  miles. 

Answer.  From  Missoula? 

Mr.  Dixon.  Yes. 

Answer.  Six  hundred  and  fifty,  seven  hundred  and  fifty,  or  seven  hundred  and 
seventy-five  miles. 

By  Mr.  Wheeler: 

Question.  But  to  Missoula  or  Dixon,  for  example,  it  would  be  considerably 
less.     It  would  be  about  600  miles. 

Answer.  From  a  freight  standpoint,  Missoula,  Dixon,  Poison,  take  the  same 
rate  as  Anaconda.     It  would  take  the  Montana  common  rate. 

Question.  That  would  be  for  the  railroad  company  to  determine,  would  it 
not? 

Answer.  That  would  be — well,  that  is  the  way  those  things  are  done.  The 
rate,  for  example,  on  products  of  that  kind  to  Montana  common  points  for 
transcontinental  shipments  will  be  the  same.  They  are  the  same,  for  example, 
on  wood  pulp  from  Portland  to  practically  all  of  Montana  iwints. 

Question.  You  would  not  call  shipments  from  Seattle  to  Dixon,  Mont.,  trans- 
continental shipments,  would  you? 

Answer.  Yes:  it  would  be  in  the  transcontinental  tariff,  and  would  be  a 
transcontinental  freight  rate.  It  would  be  an  interstate  rate,  as  interstate  rates 
are  ordinarily  determined.     It  would  not  be  a  local  rate. 

Question.  Well,  the  railroad  company  in  any  case  would  have  to  haul  it  a 
considerably  less  distance. 

Answer.  Not  much. 

Que.stion.  To  Dixon  than  they  would  to  Anaconda? 

Answer.  Well,  100  miles  or  125  miles,  whatever  it  might  be.  But  that  would 
not  affect  the  cost.  When  you  take  into  consideration  the  increased  costs  that 
you  would  get  from  taking  this  material  around  through  the  canal,  paying 
$1.25  canal  tolls,  port  charges  in  Portland  or  Seattle,  and  reshipping  and  re- 
handllng,  It  simply  Is  beyond  the  limits  of  economic  possibilities. 
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Question.  But  Dixon  is  about  600  miles  from  Seattle  by  railroad,  isn't  it? 

Answer.  It  can  be  said  to  be  600  miles. 

Question.  And  Anaconda  is  about  800  miles? 

Answer.  Something  like  that ;  yes. 

Question.  How  far  is  Indiana  from  New  York? 

Answer.  About  800  miles. 

Question.  So  it  would  be  about  the  same  distance  from  the  port  where  you 
receive  the  stuff  to  Indiana  as  it  would  to  Anaconda,  would  it  not? 

Answer.  About. 

Question.  And  as  far  as  the  water  transportation  is  concerned,  your  steamer 
charges  from  Germany  to  New.  York  are  not  so  very  much  different  from 
Germany  to  Seattle,  are  they,  per  ton? 

Answer.  Well,  I  think  that  question  in  connection  with  steamer  charges  Is  a 
question  of  tonnage.  Steamer  rates  are  not  to  be  considered  in  that  connection 
as  you  consider  railroad  rates  that  are  definite.  Charters  are  the  things  that 
are  obtained,  and  I  would  think  that  there  would  be  a  very  considerable  dif- 
ference in  chartering  a  shipload  of  potash  and  potash  brought  over  in  that  way 
for  distribution  in  this  part  of  the  country  from  eastern  ports,  and  where  an 
occasional  quantity  might  be  shipped  around  the  coast.  It  is  not  a  method 
in  which  the  trade  is  developed  in  immense  tonnages  as  it  is  at  the  present  time 
from  Dutch  and  German  ports  and  French  ports  to  the  eastern  portion  of  the 
United  States. 

I  should  think  it  would  be  a  fair  statement  to  assume  that  it  would  cost 
you  four  or  five  dollars  a  ton  more  anywaj. 

Question.  All  right.  That  is  what  I  wanted  to  get  at.  Now,  what  is  the 
total  consumption  of  phosphate  fertilizer? 

Answer.  In  round  numbers,  5,000,000  tons. 

Question.  Out  of  the  seven  and  one-half  million  tons? 

Answer.  Yes ;  approximately. 

Question.  But  what  I  was  going  to  ask  is.  What  is  the  total  consumption  of 
phosphate  fertilizer  in  these  States  where  you  sell  your  material? 

Answer.  Well,  I  would  say 

Question.  When  I  say  '*  phosphate  fertilizer  "  I  mean  superphosphate,  not 
ammonium  phosphate.     I  am  speaking  of  superphosphata 

Answer.  Yes.     There  is  practically  no  ammonium  phosphate  used. 

Question.  But  there  is  more  ammonium  used  all  the  time? 

Answer.  Not  in  those  States,  I  would  not  say. 

Question.  That  is  the  reason  that  the  production  of  nitrogen  is  increasing,  is 
because  it  has  been  found  that  the  soils  of  this  country  require  more  ammonia, 
and  the  ammonia  content  of  your  fertilizer  is  being  inceased  all  the  time,  is 
it  not? 

Answer.  Well,  no ;  that  is  not  the  reason. 

Question.  Well,  isn't  it  being  increased? 

Answer.  Let  me  answer  the  question,  please.  The  nitrogen  use  is  very  largely 
a  crop  proposition.  The  nitrogen  use  is  very  largely  a  use  in  these  soils  of 
the  South  and  Middle  East  and  southeastern  portion  of  the  United  States  where 
they  can  not  grow  their  crops  without  providing  nitrogen,  where  their  soils  are 
poor,  where  they  have  been  leeched  by  rainfall.  The  tendency  in  the  western 
section  is  rather  toward  the  use  of  the  phosphates,  and  the  director  of  the  experi- 
ment station  in  Ohio,  when  I  was  investigating  the  conditions  and  requirements 
of  the  Middle  West,  told  me  that  it  was  a  fair  statement  that  if  in  Ohio  they 
had  never  bought  any  potash  and  never  had  bought  any  nitrogen,  but  had  taken 
the  money  which  nitrogen  and  potash  had  been  paid  for,  and  had  spent  it  for 
phosphoric  acid,  they  would  have  been  ahead  and  would  have  received  greater 
returns  from  the  use  of  fertilizer.  And  I  think  Ohio  is  about  the  breaking  point. 
I  think  east  of  that  the  nitrogen  use  increases  very  considerably — in  fact,  that 
is  where  it  is  sold ;  that  is  where  it  is  used. 

Question.  Is  Michigan  east  or  west  of  Ohio? 

Answ^er.  Well,  I  am  speaking — I  would  call  Michigan  east.  Michigan  is  a 
State  that  has  in  the  southern  portion  some  very  sandy  old  lake  bottom  land 
that  is  very  thin,  and  it  has  quite  some  use  for  nitrogen  in  that  section.  Gener- 
ally, Michigan  soils  are — the  returns  from  the  use  of  phosphorus  is  very  much 
greater  on  the  Michigan  soils  than  the  return  from  other  fertilizers,  excepting 
in  the  northern  section  where  some  special  vegetable  crops  are  grown  which  do 
use  very  considerable  quantities  of  potash  and  a  little  nitrogen. 

Question.  There  is  lots  of  sandy  soil  in  Indiana  and  Wisconsin  and  Illinois 
and  Minnesota,  isn't  there? 


3886     SURVEY  OF  CONDITIOlSrS  OF  INDIANS  IN  UNITED  STATES 

Answer.  Yes;  but — well,  when  you  group  too  many  States — ^Wisconsin  is  a 
State  that  is  practically  just  beginning  to  use  fertilizers. 

Question.  How  much  do  they  use  in  Wisconsin? 

Answer.  I  think  16,000  tons  a  year — something  like  that. 

Question.  How  much  did  they  use  five  years  ago? 

Answer.  I  will  tell  you  in  a  moment.  [After  consulting  a  book.l  Wisconsin 
used — I  might  say  about  this  map,  if  I  may,  that  I  have  a  map  that  was 
prepared  for  a  hearing  before  the  Interstate  Commerce  Commission  in  Tampa, 
Fla.,  two  years  ago,  and  it  is  graphed  as  of  the  year  1926.  It  was  not  that 
there  is  any  desire  to  not  use  a  map  for  1928. 

Question.  But  this  map  is  1928? 

Answer.  That  is  why  I  put  1926  and  1924  on  here,  was  to  show  the  relation. 

Wisconsin  used  in  1927,  22,250  tons ;  in  1926,  16,000  tons ;  in  1925,  12,500  tons ; 
in  1924,  15,000  tons ;  in  1923,  15,000  tons ;  in  1922,  14,000  tons ;  in  1921,  13,000 
tons;  in  1920,  12,000  tons. 

You  might  say  that  Wisconsin  has  increased  fertilizer  use  about  3,000  tons, 
excepting  for  this  last  year,  when  there  was  a  considerable  increase,  and  that  is 
largely  superphosphate. 

Question.  It  has  more  than  doubled  since  1920,  hasn't  it? 

Answer.  Not  according  to  my  method  of  calculating.  It  was  22,500  tons  in 
1924. 

Question.  Very  close  to  doubling. 

Answer.  Between  1920  and  1926,  six  years,  it  increased  4,000  tons. 

Question.  The  reporter  doesn't  get  your  answer  unless  you  speak. 

Answer.  I  think  he  does. 

Mr.  Ely.  I  suggest  that  jour  answer  be  made- by  word^. 

Mr.  Dixon.  How  far  afield  is  this  long  cross-examination  going  to  take  us? 

Mr.  Wheeiler.  I  have  got  a  lot  of  questions  here  that  I  want  to  ask,  Mr. 
Chairman.     I  will  try  to  stick  to  the  point. 

Mr.  Dixon.  It  looks  like  we  are  going  out  pretty  far  into  ramifications.  Go 
ahead. 

Mr.  Forbes.  Mr.  Chairman,  I  would  like  to  point  out  that  this  witness  has 
represented  that  there  was  no  market  or  sale  for  phosphate  in  the  Western 
States,  and  I  think  this  line  of  cross-examination  is  very  pertinent. 

Mr.  Dixon.  Go  ahead. 

By  Mr.  Wheele3i  : 

Question.  Let  us  take  Minnesota  now.  Have  you  got  the  figures  there  for 
Minnesota  in  1920  and  1927? 

Answer.  Yes,  sir.     Minnesota  for  1927,  10,500  tons ;  1926,  7,500  tons. 

Question.  Just  take  1920  and  1928,  if  you  have  got  1928  there. 

Answer.  I  have  got  1927.    I  don't  happen  to  have  1928. 

Question.  All  right,  1920  to  1927. 

Answer.  Five  thousand  and  ten  thousand  five  hundred. 

Question.  Double? 

Answer.  A  little  more  than  double. 

Question.  What  about  Michigan,  1920  and  1927? 

Answer.  One  hundred  and  twelve  thousand  six  hundred,  and  one  hundred  and 
eighteen  thousand. 

Question.  Very  little  change. 

Question.  Very  little  change? 

Question.  What  about  Iowa? 

Answer.  Four  thousand  and  seven  thousand. 

Question.  Four  thousand  in  1920  and  seven  thousand  in  1927? 

Answer.  Yes,  sir. 

Question.  What  about  Kansas? 

Answer.  Seven  thousand  seven  hundred  in  1^7  and  twelve  thousand  six 
hundred  and  fifty  in  1920. 

Question.  Then,  Kansas  has  dropped  ofl!? 

Answer.  Yes,  sir. 

Question.  Why  is  that? 

Answer.  Well,  I  assume  that  they  have  probably  found  that  the  question  of 
rainfall  Is  a  more  serious  one  than  the  question  of  the  condition  of  the  plant 
crops.  That  is  common  experience  in  States  with  limited  rainfall.  We  have 
found  this:  That  the  variations  of  crop  due  to  seasonal  changes  in  rainfall  in 
States  that  are  marginal  in  rainfall  is  greater  than  the  variations  due  to  the 
addition  of  fertilizer. 
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Question.  All  right.  Now,  let  us  take  a  few  of  these  other  larger  States — 
Texas,  1920  and  1927. 

Answer.  Fifty-five  thousand  in  1920  and  eighty  thousand  in  1927. 

Question.  How  much  in  1926? 

Answer.  One  hundred  and  twenty-five  thousand  in  1926  and  fifty-five  thousand 
in  1920.     A  very  considerable  decrease. 

Question.  Is  that  the  same  tabulation  that  you  got  these  figures  from? 

Answer.  Yes,  sir. 

Question.  Oklahoma ;  Oklahoma  uses  a  small  amount? 

Answer.  Four  thousand  two  hundred  and  sixty-three  in  1927  and  four  thousand 
in  1920. 

Question.  Ohio? 

Answer.  Three  hundred  and  twelve  thousand  in  1927  and  three  hundred 
thousand  in  1920. 

Question.  How  much  in  1926? 

Answer.  Three  hundred  and  four  thousand. 

Question.  How  about  1921? 

Answer.  Three  hundred  and  twenty-one  thousand  nine  hundred  and  sixty. 

Question.  Very  little  change. 

Answer.  Ohio  is  very  stable  all  the  way  through. 

Question.  What  about  Indiana? 

Answer.  Two  hundred  and  forty  thousand  four  hundred  and  ninety-eight  in 
1927  and  two  hundred  and  thirty-one  thousand  in  1920. 

Question.  What  about  Illinois? 

Answer.  Twenty-seven  thousand  in  1927 ;  15,000  in  1920. 

Question.  Illinois  is  increasing  quite  rapidly? 

Answer.  No ;  I  would  say  that  Illinois  is  practically,  you  might  say,  a  non- 
fertilizer-using  State. 

Question.  Why  is  that?    It  is  the  same  soil  as  Indiana,  isn't  it? 

Answer.  No;  it  is  not.  And  Indiana  uses  ten  times  as  much — well,  not  ten 
times — yes ;  approximately — Indiana  uses  eight  to  ten  times  as  much  fertilizer 
as  Illinois.  It  doesn't  require  it,  and  in  addition  to  that  they  have  got  a 
peculiar  fertilizer  situation  in  Indiana. 

Question.  As  a  matter  of  fact,  the  farm  schools  in  Indiana — in  Illinois  up  to 
very  recently — have  been  rather  opposed  to  the  use  of  fertilizer,  and  now  they 
have  changed  their  policy  and  they  are  advocating  it.     Isn't  that  a  fact? 

Answer.  No ;  that  is  not  a  fact.  They  got  ofiE  on  the  wrong  foot  on  the  ques- 
tion of  what  kind  of  fertilizer  to  use,  and  gave  some  very  poor  advice  that  was 
generally  taken  for  a  considerable  period  of  time,  namely,  to  use  gi-ound  rock 
which  was  not  acidulated,  and  they  are  beginning  to  reap  the  benefit  of  that 
experience,  and  now  they  are  beginning  to  use  phosphate  fertilizers  to  take  the 
place  of  the  ground  rock  that  during  Hopkins's  time  was  used  so  generally. 

Question.  In  other  words,  they  are  using  higher-grade  fertilizers? 

Answer.  No;  they  are  using  manufactured  fertilizers  now  instead  of  raw 
rock. 

Question.  Raw  rock  has  very  little  available  plant  food,  hasn't  it? 

Answer,  Quite  true. 

Question.  And  the  manufactured  has  much  more  plant  food  than  raw  rock? 

Answer.  It  has  the  same  quantity,  only  it  is  available. 

Question.  I  mean  available. 

Answer.  Yes,  sir. 

Question.  Now  take  California.  What  was  California  in  1920  and  what 
was  it  in  1927? 

Answer.  California  was  66,380,  and  101,000  in  1927. 

Question.  An  increase  of  80  per  cent,  or  thereabouts? 

Answer.  An  increase  from  66,000  to  101,000. 

Question.  And  Oregon? 

Answer.  From  6,000  to  8,000. 

Question.  And  Washington? 

Answer.  Nine  thousand  to  eighteen  thousand. 

Question.  Then  this  shows,  does  it  not,  that  in  the  Western  States  there  has 
been  a  considerable  increase  in  the  amount  of  fertilizer  used  from  1920  to  1927? 

Answer.  Relatively ;  yes.  That  is  the  case  relatively ;  that  is,  as  to  the  quan- 
tity which  they  used  in  1920  they  used  considerable  more  than  they  did  in  1927. 

Mr.  Ely.  You  turned  it  around,  Doctor. 

The  Witness.  I  beg  pardon ;  yes,  1927  and  1920. 
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Mr.  Wheeler.  Will  you  read  that  answer? 

(The  reporter  read  the  answer,  as  follows:) 

"Answer.  Relatively ;  yes.  That  is  the  case,  relatively.  That  is,  as  to  the 
quantity  which  they  used  in  1920 ;  they  used  considerably  more  than  they  did  in 
1927." 

By  Mr.  Wheeler: 

Question  You  meant  in  1927  they  used  considerably  more  than  they  did 
in  1920? 

Answer.  Yes;  relatively. 

Question.  Was  Mr.  Wells  on  the  Anaconda  commission  with  you? 

Answer.  I  was  not  a  member  of  the  commission.  Mr.  Wells,  who  was  metal- 
lurgist for  the  Bureau  of  Mines,  was  metallurgist  for  the  Anaconda  Smelter 
Commission,  and  I  was  associated  with  Mr.  Wells  and  a  number  of  other 
technical  men  in  these  investigations,  representing  the  Anaconda  Co. 

Question.  Was  this  commission  an  Anaconda  commission  or  was  it  a  Govern- 
ment commission? 

Answer.  It  was  a  commission  which  was  appointed  by  agreement  between  the 
Department  of  Justice  and  the  Anaconda  Copper  Mining  Co.,  which  commission 
was  to  be  composed  ex  officio  of  the  Chief  of  the  Bureau  of  Mines,  a  repre- 
sentative of  the  Anaconda  Copper  Mining  Co.,  and  a  representative  to  be 
selected  jointly.  In  this  case  Mr.  John  Hays  Hammond  was  the  other  member 
of  the  commission. 

Question.  Then,  Mr  Wells  at  that  time  was  not  employed  by  the  Anaconda 
€opper  Co.? 

Answer.  Mr.  Wells  was  the  representative  of  the  Government.  He  was  the 
chief  metallurgist  of  the  Bureau  of  Mines. 

Question.  Has  he  ever  been  employed  by  the  Anaconda  Copper  Co.  on  any  of 
this  work? 

Answer.  He  has  been  employed  to  make — for  instance,  Mr.  Wells  was  em- 
ployed in  1927  to  make  an  investigation  for  the  Anaconda  Co.  of  the  nitrogen 
situation  in  the  world  and  particularly  in  the  United  States  and  with  reference 
to  the  Montana  situation.  His  previous  investigations  into  the  industry,  made 
at  different  times,  were  as  a  part  of  his  duties  as  metallurgist  for  the  Anaconda 
Smoke  Commission. 

Question.  There  is  just  one  more  question  that  I  want  to  ask  you  ahout  this 
increase  in  the  amount  of  fertilizer.  How  much  superphosphate  did  you  sell  in 
Martin  County,  Minn.,  in  1920? 

Answer.  I  don't  know  I  couldn't  tell  you.  I  don't  know  where  Martin 
County  is.  I  will  say  this:  That  we  have  sold  in  Minnesota  substantial  quan- 
tities in  that  section  of  Minnesota  where  the  old  lake -beds  are  being  farmed. 
They  are  cumulous  soils;  they  are  practically  pure  peat,  and  those  are  places 
where  fertilizer  just  has  to  be  added  to  the  soils  in  order  to  get  any  kind  of 
crops  or  for  animals  to  feed  and  grow.  There  is  such  a  phosphate  deficiency 
in  certain  sections  of  Minnesota  that  it  is  absolutely  necessary  that  fertilizer 
be  used  in  order  to  get  crops.  Now,  we  do  sell  substantial  quantities  in  car- 
loads to  concerns,  to  farm  bureau  organizations  or  groups  of  farmers  who 
redistribute ;  and  in  that  case  the  materials  are  used  straight,  and  there  is  one 
of  those  peculiar  cases  where  straight  superphosphate  is  used  and  adapted  to 
the  section.     But  Martin  County  I  could  not  identify. 

Question.  Then  you  can  not  tell  us  how  much  you  sold  in  Martin  County  or 
Polk  County  in  1920  or  1927? 

Answer.  No :  I  could  not  tell  you  that.  I  could  say  this :  That  we  have  a 
representative  in  Minnesota  who  is  trying  to  get  all  the  business  he  can  and  sell 
whatever  he  can  sell  in  Minnesota. 

Question.  Great  strides  have  been  made  in  the  manufacture  of  fertilizer  since 
this  smoke  commission  which  you  mention  functioned,  have  there  not? 

Answer.  Well,  as  far  as  high-grade  fertilizer  is  concerned,  we  have  made  the 
strides,  I  think,  in  our  plant  at  Anaconda.  I  think  that  is  quite  true.  We  have 
made  tremendous  improvement  in  the  processes  and  costs  and  so  on. 

Question.  Hasn't  anybody  else  made  any  improvement? 

Answer.  Well,  I  am  speaking  about  phosphate  fertilizer.  As  far  as  phosphate 
fertilizer  is  concerned  a]l  over  the  United  States  the  methods  are — they  have 
not  changed,  you  might  say,  in  20  years,  excepting  a  few  of  the  mechanical 
improvements.  In  the  production  of  95  and  above  per  cent  of  phosphate  in  the 
United  States*  It  Is  produced  by  taking  a  t(m  of  sulphuric  acid  and  a  ton  of 
acid,  phosphoric  add — I  mean  a  ton  of  sulphuric  acid  and  a  ton  of  phosphate 
rock,  mixing  them  together  and  putting  them  in  a  pile  and  letting  them  set  for 
about  30  day.s,  then  grinding  them  up  and  selling  them. 
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Now,  as  far  as  high-grade  superphosphate  rock  is  concerned,  we  built  a  plant 
at  Anaconda  and  have  been  continually  making  improvements  in  costs  and 
methods  there,  and  the  first  called  United  States  Export  Corporation — since 
been  taken  over  by  the  Tennessee  Co.,  I  don't  know  the  name,  at  Tampa,  Fla., 
where  they  are  making  these  materials.  Then  there  has  been  a  plant  at  Charles- 
ton whose  capacity  was  not  particularly  large,  and  who  made  material  of  a 
little  lower  grade  than  the  Anaconda  material.  Those  are  the  only  two  other 
plants  that  I  know  of  that  are  making  a  high-grade  superphosphate.  I  believe 
there  is  some  made  in  Europe,  but  there  is  none  in  Japan,  and  there  is  none  in 
England ;  there  is  none  in  Holland,  none  in  France.  I  believe  there  a  little 
made  in  Germany — well,  I  said  Holland:  I  believe  there  is  a  little  made  in 
Holland. 

Question.  How  much  ammonium  phosphate  is  made  in  the  United  States  for 
fertilizer  purposes? 

Answer.  Something  in  excess  of  400  000  tons.  The  amount  is  going  up 
rapidly.  That  was  a  figure  which  was  good  for  some  considerable  time.  I 
think  now — oh,  ammonium  phosphate? 

Question.  Yes. 

Answer.  I  thought  you  said  ammonium  sulphate.  Well,  I  couldn't  tell  you 
just  how  much.  I  think  I  could  refer  and  give  you  the  amount.  I  don't  recall 
figures  of  that  kind  in  detail.  I  will  see  if  I  can  find  it  quickly.  I  will  say 
that  the  tonnage  is  not  large  in  relation  to  the  tonnage  of  superphosphate. 

Question.  Ammonium  phosphate  is  a  much  higher  grade  than  ordinary  super- 
phosphate, isn't  it? 

Answer.  Well,  it  has  got  different  chemical  products  in  it. 

Question.  It  has  about  four  times  as  much — about  four  times  as  much  plant 
food? 

Answer.  No;  it  has  more  than  that.  It  has  four  times  as  much  phosphoric 
acid  in  it — of  course,  not  quite  four  times — and  then  it  has  ammonia  as  well. 

Question.  So  that  your  tonnage  would  naturally  be  smaller,  but  you  would  get 
the  same  amount  of  plant  food  out  of  that  tonnage?     Isn't  that  right? 

Answer.  No ;  that  is  not  right.     Of  course  not. 

Question.  What  is  correct  then? 

Answer.  There  are  about  5,000,000  tons  of  superphosphate  made  annually  in 
the  United  States  that  have  16  units  of  plant  food  in  them. 

Question.  Or  about  800,000  tons  of  phosphoric  acid  available? 

Answer.  Expressed  in  terms  of  phosporic  acid,  but  not,  of  course,  as  phos- 
phoric acid,  as  ammonium  calcium  phosphate,  but  expressed  in  terms  of  phos- 
phoric acid,  80,000  tons  of  P2O5. 

Question.  You  mean  800,  don't  you?  Didn't  you  get  the  decimal  point  in  the 
wrong  place? 

Answer.  No. 

Question.  Five  million  tons,  16  per  cent? 

Answer.  That  makes  80. 

Question.  Sixteen  per  cent  of  5,000,000? 

Answer.  Five  million  times  16  is  80,000,000. 

Question.  I  was  figuring  800,000. 

Answer.  Five  million  tons  with  16  units  in  it. 

Question.  You  are  talking  about  units. 

Answer.  I  am  talking  about  units. 

Question.  I  am  talking  about  tons. 

Answer.  Well,  the  fertilizer  industry  discusses  these  things  all  in  units,  and 
so  I  use  the  ordinary  parlance  that  is  used  in  the  fertilizer  industry. 

Question.  Can  you  "reduce  it  to  tons? 

Answer.  Well,  there  are — you  want 

Question.  In  figuring  your  units  now. 

Answer.  The  unit  is  20  pounds. 

Question.  All  right.    There  are  100  units  in  a  ton? 

Answer.  Yes. 

Question.  All  right.  You  figure  80,000,000  units.  That  means  800,000  tons, 
doesn't  it? 

Mr.  Dixon.  We  will  take  a  recess  fot  five  minutes. 

(Whereupon,  at  11.20  o'clock  a.  m.,  a  short  recess  was  taken.) 

You  may  proceed,  gentlemen. 

Answer.  In  answer  to  Mr.  Wheeler's  question  I  might  say  that  I  have  looked 
through  the  oflScial  publication  of  the  National  Fertilizer  Association,  and  I  can 
not  find  in  the  portion  of  that  book  devoted  to  sources  of  supplies  and  quan- 
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titles  of  phosphatic  materials  produced,  a  reference  to  ammoniated  phosphate. 
The  point  being  that  it  doesn't  group  in  either  ammonia  or  phosphate,  being  a 
combination  of  two  terms,  and  I  have  no  memorandum.  I  have  looked  through 
a  couple  of  memorandums  I  have  here  and  I  have  no  memorandum  giving  the 
quantities.  I  would  say  this  generally  from  my  knowledge  of  the  industry, 
that  the  quantities  are  not  large  in  proportion  to  the  fertilizer  consumption  of 
the  United  States,  and  that  the  figure  which  you  menioned  a  few  minutes  ago 
of  800,000  tons  would  be  a  correct  figure,  figured  in  terms  of  PaOn. 

Question.  Well,  is  the  amount  of  ammonia  produced  for  fertilizer  increasing? 
Have  you  got  the  figures  on  ammonia,  leaving  out  now,  for  the  time  being, 
ammonium  phosphate?  Have  you  the  figures  there  to  show  the  increase  in  the 
amount  of  ammonia  used  for  fertilizer? 

Answer.  Yes;  but  when  you  talk  about  ammonia  you  run  into  8  or  10  mate- 
rials supplying  it,  and  all  of  them  have  different  percentages;  and  I  would 
say  this,  that  the  use  of  ammoniated  fertilizer  is — well,  for  the  past  five  or 
six  years  generally  it  has  been  stationary,  with  fluctuations  up  and  down, 
depending  upon  conditions  of  agriculture  and  the  position  the  farmer  finds 
himself  in.  Now,  you  take  the  territory  that  we  can  ship  into,  the  principal 
fertilizer-using  sections — namely,  Michigan,  Ohio,  and  India(na — where  hve 
can  reach,  the  fertilizer  situation  for  the  last  six  or  seven  years  has  not 
changed  appreciably  either  in  character  of  materials  used  nor  quantities  used, 
and  that  statement  would  apply  generally  to  potash,  superphosphate,  and 
ammonia.  The  point  being  this,  that  agriculture  has  been  depressed ;  the 
capacity  of  the  farmer  to  pay  for  fertilizer  has  been  so  diminished  that  ferti- 
lizer-plant production  in  this  area  has  been  only  operated  at  a  small  propor- 
tion of  the  time.  Plants  in  Chicago,  plants  along  the  Ohio  River,  plants  in 
Indiana,  have  been  shut  down  a  good  part  of  the  time,  and  the  fertilizer 
business  has  just  been  in  a  backward,  unprogressive  condition.  There  is  a  little 
tendency  toward  the  production  of  higher-grade  materials. 

I  happen  to  have  brought  with  me  the  weekly  wholesale-price  index  of  the 
National  Fertilizer  Association,  in  which  the  representative  mixed  fertilizers 
are  discussed  rather  generally,  and  I  thought  this  illustrated  probably  as  well 
as  anything  that  I  could  say  the  situation  with  reference  to  the  things  I  have 
been  talking  about  generally,  namely,  that  the  farmers  of  the  United  States 
are  not  using  and  do  not  use  high-grade  mixtures.  There  is  not  in  this  list 
a  mixture — these  mixtures  are  made  of  aminonia,  phosphoric  acid,  and  potash — 
there  is  not  a  mixture  that  comes  within  50  per  cent  of  containing  the  number 
of  plant-food  units  that  Anaconda  superphosphate  contains;  there  is  not  a 
mixture  that  comes  within  60  per  cent  of  containing  the  plant-food  units  that 
ammoniated  phosphate,  which  we  make  at  Anaconda,  contains. 

Question.  You  are  taking  now  the  average  for  the  whole  United  States. 

Answer.  I  am  referring  to  the  typical  analyses  which  are  used  in  connection 
with  wholesale  fertilizer  prices,  of  the  mixtures  that  are  typically  sold  to 
farmers  throughout  the  United  States. 

Question.  What  do  you  do  with  your  superphosphate  if  you  don't  sell  it 
direct  to  the  farmers? 

Answer.  In  limited  areas,  for  instance,  in  California,  we  sell  our  superphos- 
phate to  the  Pacific  Guano  &  Fertilizer  Co.  for  making  mixtures  applicable  to 
orchard  and  fruit  and  vegetable  use.  We  can  not  sell  supei^i^osphate  directly 
down  there  excepting  in  a  very  limited  area.  On  the  delta  of  the  Sacramento 
River  there  are  some  areas  that  use — there  is  one  farm  down  there  that  uses 
900  tons  of  Anaconda  superphosphate  yearly  applied  directly.  They  put  their 
superphosphate  and  they  put  their  potash  on  with  huge  specially  equipped 
machinery,  and  they  put  them  on  separately.  But  those  are  very  special  con- 
ditions. That  is  for  onion  and  potato  production.  Generally  in  California  for 
fruit  growers  we  have  to  have  our  materials  diluted  and  mixed  to  meet  the 
special  crop  condition  that  the  material  is  required  for.  The  same  is  true  in 
the  Chicago  area.  To  manufacturers  our  material  is  sold,  and  they  take  the 
materials,  mix  them  with  their  low-grade  materials,  and  bring  the  grade  up 
slightly.     They  mix  them  with  potash  and  with  ammonia. 

In  Minnesota  we  sell  to  these  phosphoric-acid-deficient  lands  considerable 
quantities  for  direct  application.  Some  is  used  in  Indiana  and  Ohio  for  direct 
application  on  corn  and  wheat  land.  There  are  one  or  two  other  places.  In 
Colorado,  for  example,  our  material  is  used  directly  by  the  sugar-beet  people, 
and  where  it  is  being  sold  to  a  technical  organization  who  thoroughly  under- 
stands the  question  of  distribution  and  thoroughly  understand  the  value  of 
percentages,  we  find  in  the  more  highly  specialized  agriculture  that  occasionally 
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we  can  sell  a  substantial  tonnage.  Generally  our  materials  go  to  manufac- 
turers who  sell  them  mixed  to  farmers,  mixtures  of  the  type  and  character 
referred  to  here,  containing  not  to  exceed  20  units  of  plant  food,  the  units 
comprising  nitrogen,  phosphorus,  and  potash. 

Question.  Well,  that  was  why  you  developed  the  high-analysis  fertilizer,  so 
that  you  could  ship  that  to  different  points  in  the  country  and  let  these  people 
mix  their  fertilizers  in  the  proportions  that  they  wanted  it  to  use  in  the  imme- 
diate locality? 

Answer.  Well,  we  rather  hoped  that  that  theory  would  work  out,  and  as  far 
as  selling  to  farmers  and  having  them  mix  is  concerned,  it  didn't  work. 

Question.  But  I  am  speaking  now  of  the  reason  why  you  tried  to  develop  a 
high-grade  fertilizer  was  so  that  you  could  ship  it  long  distances  to  these  mixing 
points,  and  they  could  make  it  up  into  the  lower  grade  material  which  was 
sold  in  that  immediate  territoiy?     Is  that  right? 

Answer.  No  ;  that  is  not  right. 

Question.  Isn't  that  what  you  are  doing? 

Answer.  No ;  that  is  not  what  we  are  doing. 

Question.  I  thought  you  just  got  through  telling  me  that  was  what  you  were 
doing. 

Answer.  I  am  sorry  I  didn't  make  myself  clear.  I  will  explain  what  we  are 
doing.  The  production  of  phosphoric  acid  by  methods  used  by  the  fertilizer 
industry  in  the  territory  in  which  we  sell  is  at  a  lower  cost  than  the  production 
at  Anaconda  per  unit,  or  as  low.  What  we  do  is  to  send  Armour  &  Co.  or 
Swift  &  Co.  or  Rowe  &  Sons  some  material,  which  they  take  and  add  to  their 
phosphate  to  increase  the  percentage  slightly  to  try  to  bring  the  farmers  to  use 
these  high-grade  materials,  which  they  recognize  are  very  necessary  in  order  to 
save  freight  costs.  There  is  an  average  reshipment  freight  expense  in  the  fer- 
tilizer industry  in  those  States  of  $3.  If  treble  superphosphate,  such  as  we  make 
at  Anaconda,  is  mixed  with  these  materials,  the  outgoing  freight  is  reduced 
and  the  farmer  gets  less  waste  material  than  the  fertilizer  manufacturer  can 
sell  him,  and  they  can  send  him  his  material  cheaper.  Up  to  $2.40  to  $3  a  ton 
he  can  make  money  by  using  our  materials  rather  than  by  using  the  materials 
that  are  otherwise  produced. 

Mr.  Ely.  I  think  some  of  these  questions  can  be  answered  much  more  shortly 
than  they  have  been  and  we  could  make  better  time.  This  is  going  over  material 
that  has  already  been  testified  to. 

Mr.  Wheeler.  Well,  now,  let  us  come  back  to  the  question.  If  you  didn't 
make  high-grade  materials  at  Anaconda,  you  could  not  ship  it  to  Rowe  &  Son? 

Answer.  We  could  ship  it  nowhere. 

Question.  That  is  what  I  was  trying  to  get.  Now,  in  order  to  make  this  high- 
grade  material  by  the  acid  process  you  have  to  have  a  very  high-grade  selected 
phosphate  rock? 

Answer.  That  is  not  the  case. 

Question.  Well,  do  you  use  a  high-grade  selected  phosphate  rock? 

Answer.  We  do  not.    ,We  use  mine  run. 

Question.  For  all  of  your  processes? 

Answer,  We  use  the  same  rock  for  all  processes,  except  at  very  low  cost  we 
concentrate  a  proportion  of  the  mine-run  rock  with  air  concentrators,  but  we 
make  no  selection  in  the  vein,  no  selection  in  the  mining ;  we  take  the  straight 
mine-run  rock  and  run  it  through  an  air  concentrator  and  blow  the  clay  out  of  it. 

Question.  What  is  the  percentage  of  dry  calcium  phosphate  in  this  rock  down 
near  Soda  Springs? 

Answer.  Seventy  to  seventy-two. 

Question.  Is  that  higher  grade  than  the  rock  at  Garrison  or  Gold  Creek  or 
around  there? 

Answer.  Roughly,  about  2  per  cent  to  4  per  cent,  on  an  average. 

Question.  After  you  have  blown  out  this  clay,  what  is  the  percentage  then? 

Answer.  We  raise  the  percentage  2  or  3  per  cent. 

Question.  So  that  you  finally  get  about  77? 

Answer.  No ;  about  75 — 74  to  75  per  cent. 

Question.  Well,  why  do  you  go  to  all  the  expense  of  going  down  there  into 
southern  Idaho  to  get  this  material  and  ship  it  up  to  Anaconda  and  cleaning 
it  unless  you  want  the  very  high-grade  rock? 

Answer.  We  do  not  go  down  there  for  that  reason.  We  go  down  there  for 
reasons  of  economy  in  mining  costs,  and  because  phosphate  rock  can  be  pro- 
duced cheaper  in  Conda,  Idaho,  than  it  can  anywhere  in  Montana,  Utah,  or 
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Wyoming,  or  any  place  that  we  know  anything  about,  in  the  opinion  of  our 
mining  department  and  geological  department. 

Question.  And  the  only  reason  that  you  go  down  there  is  because  of  the 
mining  costs  and  not  because  of  the  grade  of  the  rock? 

Answer.  It  is  a  mixed  problem.  It  is  the  question  of  grade  of  rock ;  it  is  the 
question  of  width  of  beil ;  it  is  the  question  of  tonnage  in  the  deposit ;  it  is  a 
question  in  which  every  element  was  carefully  considered,  grade  of  rock, 
distance  from  plant,  cost  of  mining,  inclination  of  veins — all  of  those  things 
were  very  carefully  investigated. 

Question.  Well,  you  investigated  it  entirely  from  the  standpoint  of  the  acid 
process,  and  you  selected  your  deposit  for  the  purpose  of  making  acid  super- 
phosphate?.    Is  that  correct? 

Answer.  Well,  that  is  true,  but  from  your  questions  and  from  the  questions 
that  I  have  heard  you  ask,  Mr.  Wheeler,  I  do  not  think  that  you  are  clear 
on  what  the  acid  process  is. 

Question.  Well,  we  are  not  discussing  that  now. 

Answer.  No ;  but  when  I  am  answering  that  question  I  am  not  talking  about 
the  production  of  acid  phosphate  or  so-called  "  superphosphate  "  ;  I  am  talking 
about  a  thing  which  is  an  entirely  different  thing,  the  production  of  high-grade 
superphosphate  by  the  phosphoric-sulphuric  acid  method,  and  not  by  the  ordi- 
nary acid  method  of  production. 

Question.  How  long  have  you  used  that  process? 

Answer.  All  the  time.     Ever  since  its  inception  we  have  used  no  other. 

Question.  You  started  making  phosphoric  acid  right  from  the  beginning? 

Answer.  Yes,  sir. 

Question.  Producing  phosphoric  acid  by  the  sulphuric-acid  method? 

Answer.  Yes,  sir. 

Question.  Then  treating  the  phosphate  rock  with  the  phosphoric  acid? 

Answer.  Yes,  sir. 

Question.  How  recently  did  you  begin  making  ammonium  phosphate? 

Answer.  About  three  years  ago — three  or  four  years  ago. 

Question.  And  why  are  you  making  ammonium  phosphate? 

Answer.  We  are  developing  a  market  experience  to  determine  the  possibilities 
of  marketing  the  materials,  and  we  are  doing  it  because  of  the  fact  that  am- 
monia is  ^  cheap  in  the  Chicago  district  that  it  seemed  that  we  could  even 
pay  the  freight  on  the  ammonia  out  from  Anaconda  and  ship  it  back,  and 
possibly  make  a  little  money  on  it. 

Question.  Well,  you  found  that  your  market  required  it?    Jsn't  that  a  fact? 

Answer.  No ;  we  did  not.  We  had  a  very  hard  time  selling  it  when  we 
started  to  make  it.    We  have  had  a  very  hard  time  since. 

Q.  Why  did  you  start  in  to  make  it? 

Answer.  Because  we  thought  it  offered  a  possibility  of  enlarged  activity, 
and  of  having  a  low^er  freight  rate. 

Mr.  Ely.  Why  did  you  keep  it  up  after,  you  started  to  m.ike  it,  when  it  did 
not  pay? 

Answer.  Well,  I  think  I  explained  that.  We  are  trying  to  utilize  the  sul- 
phur wastes,  and  we  are  trying  to  find  anything  or  everything  that  we  can 
do  that  will  give  us  an  opportunity  to  do  it.  And  the  other  thing  is  that, 
based  on  our  manufacturing  experience,  we  wanted  to  try  the  thing  out  before 
we  seriously  investigated  putting  any  money  in  a  large  way  into  the  industry. 

By  Mr.  Wheeler: 

Question.  In  order  to  make  your  ammonia  you  have  to  have  phosphoric 
acid — your  ammonium  phosphate — you  have  to  have  phosphoric  acid  as  a 
basis  to  start  with? 

Answer.  It  is  the  principal  ingredient ;  yes,  sir. 

Question.  Your  early  investigations,  that  is,  your  investigations  uix)n  which 
you  decided  to  enter  into  the  phosphate  fertilizer  business,  did  not  include 
ammonia,  did  it? 

Answer.  We  considered  that ;  yes. 

Questirm.  But  you  started  out  with  a  superphosphate  plant  without  any 
ammonium  phosphate? 

Answer.  Yes,  sir. 

Question.  How  much  available  plant  food  is  there  in  your  superphosphate 
which  you  make  at  Anaconda? 

Answer.  I  think  it  averages  46.6. 
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Question.  Now,  your  investigation  of  the  African  fields  was  all  based  upon 
the  proix)sition  that  you  would  make  superphosphate,  was  it  not? 

Answer.  It  w^as  in  connection  with  superphosphate  manufacture  and  the 
possibilities  of  rock  competition. 

Question.  And  superphosphate  would  be  the  product  that  you  would  ship  in. 
competition  with  those  fields  V 

Answer.  That  or  ammoniated  phosphate. 

Question.  Your  conclusions  about  competitive  conditions  were  all  based  upon 
superphosphate,  were  they  not? 

Answer.  Yes ;  and  an  experience  in  undertaking  to  market  these  products^ 
competitively  in  the  United  States,  in  the  Orient,  in  New  Zealand  and  Australia,, 
in  the  Philippine  Islands,  and  in  any  territory  that  we  thought  there  was  any 
possibility  of  selling  the  material  at  any  profit  or  even  cost  cost  of  production. 

Question.  Selling  superphosphate? 

Answer.  Or  anything  else.  We  have  fully  investigated  the  ammoniated  ques- 
tion with  Japanese  users,  and  have  very  fully  gone  over  the  field  in  connection 
with  whether  there  was  any  possibility  of  making  ammoniated  phosphate  for 
shipment  to  Japan  from  Anaconda,  and  have  concluded  that  there  w^as  not. 

Question.  Where  do  you  sell  your  ammonium  phosphate? 

Answer.  Mostly  in  Indiana. 

Question,  Do  you  ship  any  of  it  abroad? 

Answer.  Well,  if  the  Hawaiian  Islands  are  abroad — yes.  We  ship  to  the 
Hawaiian  Islands  but  nowhere  else. 

Question.  You  get  an  export  freight  rate  in .  shipping  to  the  Hawaiian 
Islands? 

Answer.  Yes,  sir. 

Question.  Why  can't  you  sell  in  Japan? 

Answer.  Because  our  cost  of  producing  the  phosphoric  acid  into  ammoniated 
phosphate  delivered  in  Japan  is  17  cents  higher  than  the  Japanese  cost  in 
^apan,  and  because  they  can  buy  their  supplies  of  ammonia  and  buy  their 
supplies  of  phosphoric  acid  cheaper  elsewhere. 

Question.  How  much  does  your  phosphoric  acid  cost  you  per  ton? 

Answer.  The  phosphate  produced  by  the  Anaconda  Co.  at  Anaconda — and 
the  costs  which  I  am  familiar  with  are  all  expressed  in  terms  of  per  cent — 
our  unit  cost  is  between  55  and  60  cents. 

Question.  That  is  for  the  available  phosphoric  acid  in  your  superphosphate? 

Answer.  Yes,  sir.     That  is  what  we  sell. 

Question.  How^  much  does  your  phosphoric  acid  which  you  use  in  treating 
the  rock  cost  you  per  ton? 

Answer.  Well,  I  don't  know  that  I  can  give  you  that  figure.  I  haven't  a 
memorandum  of  that.  Mr.  Lake,  the  general  metallurgical  manager,  is  going^ 
to  give  you  those  details  in  his  testimony.  As  far  as  the  phosphoric  acid  cost 
by  itself  is  concerned,  aside  from  the  finished  superphosphate,  I  don't  have  a 
memorandum  just  at  present  for  that. 

Question.  Well,  it  would  be  a  good  deal  higher  than  available  phosphoric 
acid  in  the  superphosphate? 

Answer.  It  would  be  a  little  higher. 

Question.  Quite  a  considerable  amount  higher? 

Answer.  Yes;  because  the  rest  of  the  available  material  is  produced  just 
as  the  result  of  plain  mixture. 

Question.  And  you  say  your  available  phosphoric  acid  in  your  super- 
phosphate costs  around  55  to  65  cents  a  unit? 

Answer.  Between  55  and  60  cents.  And  that  depends  upon  our  rate  of  manu- 
facture. Those  figures  are  based  on  60  per  cent  operation — 60  to  75  per  cent 
operation  of  our  plant  capacity  for  about  eight  or  nine  months  a  year.  I 
think  the  cost  would  be  considerably  lovrer  on  full  operation. 

Question.  On  continuous  operation? 

Answer.  Yes,  sir ;  if  we  could  run  our  plant  continuously,  it  would  make  the 
cost  lower. 

Question.  Yet  at  that  cost  you  can  ship  down  into  Indiana  and  Ohio  and 
make  a  profit? 

Answer.  We  have  never  made  a  profit  in  any  year  we  have  been  in  the 
business  and  we  have  had  a  very,  very  large  loss  in  the  business. 

Question.  What  price  per  unit  of  available  phosphoric  acid  can  you  get  for 
your  fertilizer  at  Anaconda? 

Answer.  We  sell  it  on  a  delivered  basis,  and  our  price  in  Indiana  at  the 
present  time  is  from  81  to  83  cents  a  unit. 
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Question.  And  your  freight  rate  to  Indiana  is  how  much? 

Answer.  It  is  $9.25 — $9.75  to  Indianapolis. 

Question.  A  unit?  How  much  is  a  unit?  You  are  getting  tons  and  units 
confused  now. 

Answer.  Let  me  give  you  another  figure. 

Mr.  Ely.  Will  you  answer  the  question  specifically  as  to  what  the  freight  is 
to  Indiana? 

Answer.  The  freight  to  Indiana  varies  between  $8  and  $9.75  per  ton. 

By  Mr.  Wheeler: 

Question.  That  means  between  8  and  9  cents  a  unit? 

Answer.  20  cents  a  unit. 

Question.  A  unit  is  20  pounds,  isn't  it? 

Answer.  $9.20  a  ton  is  20  cents  a  unit  freight. 

Question.  You  gave  us  an  answer  that  a  unit  is  20  pounds. 

Answer.  That  is  a  technical  expression  used  in  discussing  material  that 
Is  40  per  cent  P2OB,  and  in  expressing  the  freight  it  is  theoretically  20  pounds 
of  P2O5,  and  the  material  is  monocalcium  phosphate. 

Question.  What  is  the  freight  from  Anaconda  to  Minneapolis  per  ton  of  that 
material? 

Answer.  $6. 

Question.  What  does  your  superphosphate  cost  you  per  ton  of  available  phos- 
phoric acid  at  Anaconda? 

Answer.  $60. 

Question.  A  ton;  yes. 

Answer.  Theoretically.     This  is  a  theoretical  figure. 

Question.  That  is  the  figure  we  are  dealing  with.  Now,  then,  what  do  you 
sell  your  superphosphate  per  ton  of  available  phosphoric  acid  delivered  in 
Minneapolis  for? 

Answer.  Between  80  and  90  cents — oh,  no;  not  between  SO  and  90  cents  a 
unit.  Pardon  me.  I  have  the  material  in  terms  of  units,  and  I  will  have  to  do 
a  little  calculating  to  give  you  the  tons  of  PzOc. 

Question.  You  sell  it  for  $80  or  $90  a  ton,  don't  you,  of  available  phosphoric 
acid? 

Answer.  From  $80  to  $90  a  theoretical  ton  of  phosphoric  acid,  but  not  ton  of 
fertilizer. 

Question.  All  right.  Now,  your  ton  of  fertilizer  contains  0.46  of  a  ton  of 
available  phosphoric  acid? 

Answer.  Yes,  sir. 

Question.  So  at  $6  a  ton  on  fertilizer,  what  would  your  freight  be  on  a  ton 
of  available  phosphoric  acid? 

Answer.  Approximately  $13. 

Question.  It  would  be  $13  plus  $55  or  $60?  Sixty  dollars,  for  example,  would 
be  $73  a  ton  which  it  would  cost  you,  and  you  sell  it  for  $85  or  $90  a  ton,  so 
that  there  is  a  gross  profit  in  the  sale? 

Answer.  No  selling  expense,  taking  into  consideration  no  plant  deprecia- 
tion. 

By  Mr.  Ely  : 
Question.  There  is  no  gross  profit? 

Answer.  There  is  not,  because  the  items  that  enter  into  the  cost  are  not  in 
the  question. 

By  Mr.  Whbbi.er: 

Question.  You  mean  to  say  that,  in  the  cost  of  $55  and  $60  a  ton,  you  have 
not  included  any  plant  investment  or  any  depreciation  or  repairs  on  your 
plant? 

Answer.  Well,  repairs  are  in  the  cost,  and  labor,  but  not  depreciation  and  not 
selling  expense. 

Question.  What  about  plant? 

Answer.  Those  are  operating  costs  with  just  the  cost  of  materials  and  labor. 
The  direct  outgo  is  the  $55  to  $60. 

Question.  Are  you  including  interest  on  principal? 

Answer.  Nothing  of  that ;  no  sir.     That  Is  not  Included. 

Question.  A  plant  using  100,000  horsepower  continuously  would  require  a 
large  quantity  of  phosphate  rock,  wouldn't  it,  If  It  was  making  phosphoric  acid 
entirely  by  the  electric  process? 

Answer.  It  would. 
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Question.  Eighty  tliousand  tons  a  year? 

Answer.  Witliout  figuring,  I  should  say  a  very  substantial  quantity. 

Question.  Over  300,000  tons  a  year? 

Answer.  I  could  figure  that. 

Question.  Well,  it  takes  three  and  a  half  tons  of  rock  to  make  a  ton  of  phos- 
phoric acid,  doesn't  it? 

Answer.  What  figure  are  you  using  for  power  consumption? 

Question.  That  does  not  make  any  difference — oh,  you  mean  the  factor  of 
power  consumption? 

Answer.  Yes. 

Question.  Let  us  take  the  factor  that  Mr.  Wells  gave  us,  1-15/100  horsepower. 

Answer.  Per  ton? 

Question.  Of  phosphoric  acid. 

Answer.  Well,  then,  it  would  take  115,000  horsepower  to  make.  It  would 
take  a  hundred  thousand  tons  of  rock  to  take  care  of — or  115,000 ;  it  would  take 
115,000  tons  of  rock  to  take  care  of  a  plant  in  phosphoric-acid  production,  and 
it  would  take  practically  four  times  that  much  in  rock  production. 

Question.  Yes ;  so  that  the  mining  of  phosphate  rock  for  such  a  plant  would 
be  on  a  large  scale? 

Answer.  Assuming  that  the  plant  operated  continuously ;  yes,  sir. 

Question.  Well,  now,  how  much  phosphate  rock  do  you  use  in  a  year? 

Answer.  We  mine  at  the  rate  of  four — we  have  mined  at  two  rates,  the  400' 
tons  a  day  and  200  tons  a  day. 

I  don't  want  to  seem  to  be  going  too  far,  Mr.  Secretary,  but  the  situation  we 
are  confronted  with  at  Anaconda  is  a  situation  that  can't  be  answered  by  a 
yes  or  no  answer.  I  would  say  this :  We  tried  running  the  plant  a  hundred  per 
cent  and  then  shut  down  entirely.  We  tried  running  the  plant  at  75  tons  a 
day — 75  per  cent — and  then  shutting  down  a  part  a  small  part  of  the  time. 

By  Mr.  Ely  : 

Question.  How  many  tons  were  mined  last  year? 

Answer.  Between  200  and  250  tons  a  day.  Our  mining  operations  have  been 
conducted  on  400  tons  daily  and  250  tons  daily  and  on  about  190  tons  daily  at 
different  times. 

By  Mr.  Wheeler  : 

Question.  Did  you  mine  over  50,000  tons  of  phosphate  rock  last  year? 

Answer.  I  would  say  not  much  more  than  that.  Let's  see.  I  can  give  you- 
that — just  about  that. 

Question.  Competition  in  the  fertilizer  business  is  becoming  serious  because- 
the  manufacturers  are  sticking  to  the  old-fashioned  type  of  fertilizer? 

Answer.  That  is  partly  true. 

Question.  Where  is  that  competition  coming  from?    From  abroad? 

Answer.  No,  It  is  coming  from  other  plants  and  other  operators  in  the 
United  States  largely. 

Question,  Isn't  there  a  lot  of  it  coming  from  Germany? 

Answer.  No  question  about  it.    No  question  about  it. 

Question.  How  can  they  get  in  here?  They  have  to  make  a  high-grade 
fertilizer  in  order  to  get  into  this  country,  don't  they? 

Answer.  Do  you  mean  phosphoric — phosphate  fertilizer  or  nitrogen  or  potash? 
Which  one  do  you  mean? 

Question.  Of  course,  your  nitrogen  usually  comes  in  the  form  of  ammonia, 
doesn't  it? 

Answer.  No;  it  does  not. 

Question.  Then,  what  form  have  they  shipped  from  Germany? 

Answer.  It  comes  as  ammonium  sulphate. 

Question.  Is  the  ammonium  sulphate  applied  directly  to  the  soil,  or  do  you 
mix  with  other  material? 

Answer.  Both  directly  and  mixed 

Question.  Are  they  shipping  any  phosphoric  acid  in  from  Germany? 

Answer.  Not  that  I  know  of. 

Question.  Any  ammonium  phosphate? 

Answer.  I  should  think  that  it  would  be  likely  that  small  quantities  were 
shipped  in  of  ammonium  phosphate,  but  not  large  quantities. 

Question.  Well,  the  fertilizers  that  they  are  shipping  in  from  foreign  coun- 
tries are  the  so-called  high-analysis  fertilizers? 

Answer.  That  is  not  correct. 
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Question.  Are  thej'  shippinir  in  any  16  per  cent  and  20  per  cent  fertilizers? 

Answer.  They  are  shipping  in  ammonia  of  about  20  per  cent  and  25  per 
cent.  They  are  shipping  in  no  phosphate  that  I  know  of  as  superphosphate. 
They  are  shipping  in  what  is  called  kanite  and  manure  salts.  The  principal 
thing  that  is  coming  in  from  Germany  is  ammonium  sulphate,  which  is  produced 
by  the  coke-coal-water-gas  method.  That  is  the  largest  thing  Germany  is  send- 
ing outside  of  potash. 

Question.  Wlien  you  get  your  ammonium  sulphate  here,  what  do  you  do? 

Answer.  The  ammonium  sulphate  that  is  produced  from  the  by-product  of 
coke  and  coal  ovens  of  the  United  States  is  sold 

Questiqj,!.  I  am  asking  you  about  Germany.    What  is  done  with  it? 

Answer.  It  is  bought  by  fertilizer  manufacturers  and  distributoi*s,  dry  mixers, 
and  brokers,  and  it  is  sold  direct  to  farmers  and  it  is  sold  to  fertilizer  plants 
for  mixing  with  phosphate  produced  in  this  country  and  with  potash  produced 
in  Germany. 

Question.  Well,  can  they  make  ammonium  phosphate  in  Germany  cheaply? 

Answer.  I  should  think  they  could  make  it  very  cheaply. 

Question.  Cheaper  than  that  made  in  the  United  States? 

Answer.  I  should  think  as  cheap. 

Question.  Why? 

Answer.  Because  they  are  making  their  ammonia  so  very  cheaply  over  there, 
and  they  get  their  phosphate  rock  from  Tunis  and  they  get  it  at  a  very  low 
rate.  They  smelt  a  great  deal  of  the  world's  zincs  and  produce  a  great  deal 
of  by-product  sulphuric  acid  in  Germany  and  in  Holland,  and  they  should  have 
cheap  sulphuric  acid.  They  have  got  cheap  coal  and  cheap  coke,  water-borne 
outlets  to  their  markets  and  into  their  manufacturing  plants. 

Question.  Do  they  make  any  phosphoric  acid  electrically  in  Germany? 

Answer.  Not  that  I  know  anything  about. 

Question.  Do  they  make  it  in  France? 

Answer.  In  France?  I  understand  that  there  is  a  new  phosphoric  plant  that 
is  likely  to  make  ammoniate  phosphate  in  France,  but  I  do  not  know  what 
process  is  going  to  be  used. 

Question.  Do  they  make  it  in  any  European  country? 

Answer.  None  that  I  know  anything  about  nor  that  is  described  in  any  of 
the  discussions  or  reports  that  I  have  seen. 

Question.  Do  they  make  ammonia  or  hydrogen  by  the  electric  process  in  any 
European  country? 

Answer.  To  a  limited  extent  by  the  arc  process  in  Norway  and  Sweden,  I 
understand. 

Question.  They  use  it  for  fertilizer? 

Answer.  I  think  those  materials  are  used  for  fertilizer. 

Question.  You  spoke  about  the  shipment  of  rock  from  this  country  abroad 
or  around  the  country.  An  electrochemical  fertilizer  plant  would  not  be  ship- 
ping rock  away  from  the  plant,  would  it? 

Answer.  No. 

Question.  And  in  your  business,  operating  as  a  superphosphate  plant  vou 
are  not  shipping  rock,  are  you? 

Answer.  We  tried  to.  did  ship  some,  but  had  to  stop. 

Question.  Well,  the  limit  for  shipping  rock  is  a  very  narrow  limit? 

Answer.  We  ship  to  California. 

Question.  There  is  only  a  small  amount  of  available  plant  food  contained  in  a 
ton?    Is  that  true? 

Answer.  Well,  there  is  twice  as  much  as  there  is  in  a  ton  of  ordinary  super- 
phosphate. 

Question.  Available  plant  food? 

Answer.  None  that  is  available  until  it  is  chemically  treated. 

Question.  That  is  what  I  am  talking  about.     You  ship  the  raw  rock? 

Answer.  To  California. 

Question.  And  what  do  they  do  with  it  there? 

Answer.  Acidulate  It. 

Question.  Make  it  Into  another  product? 

Answer.  They  make  acid  phosphate — superphosphate. 

Question.  Do  you  export  any  superphosphate? 

Answer.  To  the  Hawaiian  Islands  only.  We  have  exported  a  little  to  the 
Philippines  and  I  believe  we  have  one  small  shipment  to  Java.  We  did  a  few 
years  ago. 
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Question.  Can  you  give  me  any  idea  how  much  of  your  superphosphate  you 
export? 

Answer.  Oh,  I  should  say  we  sell  in  the  Hawaiian  Islands  from  600  to  1,200 
tons  a  year,  depending  upon  the  demand. 

Question.  How  much  superphosphate,  how  many  tons  a  year,  do  you  make  at 
Anaconda? 

Answer.  We  have  a  plant  capacity  of  over  100,000  tons  and  we  make  about 
20,000  tons — twenty  to  twenty-five,  twenty-six,  twenty-nine  thousand  tons. 

Question.  You  said  you  were  being  crowded  out  of  the  fertilizer  business. 
Isn't  that  one  reason  why  you  have  gone  into  the  manufacture  of  ammonium 
phosphate? 

Answer.  No.  That  is  not  a  reason  we  have,  really.  We  have  never  been  in 
from  a  commercial  standpoint,  but  we  have  been  hunting  around  for  some  means 
of  relieving  our  situation  and  we  investigated  every  conceivable  scheme  that  we 
could  think  of  and  the  ammoniate  phosphate  end  was  one  we  thought  there 
was  some  possibility  of,  so  we  bought  ammonia  in  the  Chicago  district  and  are 
seeing  whether  it  can  be  sold  in  competition  economically. 

Question.  Well,  if  you  could  get  your  ammonia  for  nothing  at  Anaconda,  you 
could  sell  it.  couldn't  you? 

Answer.  We  would  be  in  a  very  nice  position. 

Question.  If  it  cost  you  2  cents  a  pound,  you  would  still  be  in  a  nice  position, 
wouldn't  you? 

Answer.  I  think  we  would. 

Question.  How  much  ammonium  phosphate  do  you  make  a  day  now? 

Answer.  When  the  plant  is  operating  we  make  between  8  and  10  tons. 

Question.  The  use  of  high-grade  fertilizers  is  a  matter  of  educating  the 
farmer,  isn't  it? 

Answer.  I  think  that  is  the  real  answer  to  the  problem. 

Question.  There  isn't  any  reason  why  the  farmer  should  want  to  spread  5  tons 
of  material  to  get  1  ton  of  plant  food  on  his  land  if  he  could  spread  1%  tons 
and  get  the  same  amount  of  plant  food,  is  there,  if  he  was  educated  ? 

Answer.  That  is  an  extreme  statement.  Education  w^ould  never  lead  him  to 
do  that  because  of  the  fact  that  it  is  so  difficult  to  apply  these  minute  quantities 
over  the  soil,  and  the  other  fact  that  these  highly  concentrated  materials  where 
they  have  been  applied  have  been  giving  considerable  trouble  in  connection  with 
the  germination  of  seeds.  It  looks  as  though  there  is  a  little  some  place  along 
the  way  probably  in  a  material  that  would  have  about  50  per  cent  of  i>lant 
food  in  it,  but  less  than  50 — somewhere  between  30  and  50  that  ultimately  could 
be  achieved. 

Question.  Well,  that  is  a  matter  of  education  anyway? 

Answer.  A  matter  of  education  and  experience  in  the  development  of  the 
business. 

Question,  You  could  spread  the  high-grade  fertilizers  if  you  had  the  proper 
equipment? 

Answer.  We  could ;  yes. 

Question.  Isn't  it  true  that  in  most  States  they  want  the  mixed  fertilizos? 

Answer.  That  applies  to  particular  crops.  Acid  phosphate  is  used  in  winter 
wheat,  acid  phosphate  is  used  on  corn,  potash  is  used  directly  on  potato  and 
onion  crops,  straight  fertilizers  are  used  on  humus  soils  in  Minnesota,  and 
other  fertilizers  are  not  used  because  they  are  very  high  in  nitrogen  and  totally 
deficient  in  phosphorus.     That  is  a  question  of  the  different  conditions. 

Question.  A  question  of  soil,  is  it? 

Answer.  A  question  of  soil ;  yes. 

Question.  You  have  to  make  your  fertilizer 

Answer.  Plant  food   crop  requirement. 

Question.  You  have  to  make  your  fertilizers  to  fit  the  soil  conditions  wherever 
they  are? 

Answer.  Quite  true. 

Question.  For  one  minute,  let  us  return  to  Mission. 

Answer.  Yes,  sir. 

Question.  And  those  peat  soils  that  you  talked  about  a  while  ago. 

Answer.  In  Minnesota? 

Question.  In  Michigan. 

Answer.  In  Minnesota. 

Question.  Well,  on  the  soils  in  Michigan  where  they  found  that  phosphate 
fertilizer  was  very  beneficial,  didn't  they  also  find  that  by  adding  nitrogen  to 
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those  fertilizers  they  still  further  increased  their  production,  and  then  when 
they  added  potash  they  still  further  increased  their  production? 

Answer.  There  are  two  groups  of  soils  in  Michigan:  The  light,  sandy  soils 
of  southern  Michigan  containing  very  little  humus  and  containing  very  little 
nitrogen,  but  having  very  considerable  quantities  of  ammonia.  The  soils  of 
northern  Michigan  contain 

Mr.  Ely.  Pardon  me.    Can't  you  answer  the  question  yes  or  no? 

The  Witness.  I  can't  answer  it  as  a  blanket  condition.  I  would  state  that 
the  uses  and  utilizations  are  entirely  different. 

By  Mr.  Wheeler: 

Question.  I  wasn't  speaking  entirely  of  the  peat  soil. 

Answer.  I  spoke  only  of  peat  soils  of  Minnesota.  I  didn't  say  anything  about 
the  peat  soils  of  Michigan,  only  of  Minnesota. 

Question.  Well,  let  us  take  the  peat  soils  of  Minnesota.  Isn't  it  true  that  on 
the  peat  soils  of  Minnesota,  by  adding  nitrogen  and  potash  to  the  fertilizer 
you  can  increase  the  production  and  quality  over  the  superphosphate  alone? 

Answer.  Not  economically,  because  the  peat  soils  of  Michigan  are  very  high 
in  nitrates. 

Question.  You  can  increase  it,  though,  can't  you? 

Answer.  JNot  commercially. 

Question.  Well,  I  am  not  asking  you  whether  commercially  or  practically  or 
anything  else,  but  it  can  be  done? 

Answer.  I  question  whether  it  can  be  done  at  all  because  of  the  fact  that 
they  are  very  high  of  nitrogen,  naturally. 

Question.  What  about  potash?    Are  they  high  of  potash? 

Answer.  Potash  helps. 

Question.  Well,  do  not  the  tests  made  on  the  peat  soils  in  Michigan  show  that 
when  you  add  superphosphate  you  get  a  certain  increase  in  your  return,  and 
when  you  add  phosphate  adn  ammonia  you  get  a  further  increase ;  when  you 
add  phosphate,  ammonia,  and  potash  you  get  a  still  further  increase? 

Answer.  The  tests  that  I  am  talking  about,  that  I  am  familiar  with,  were 
used  on  Anaconda — treble  superphosphate  exclusively,  in  varying  quantities — 
and  on  both  soils  there  was  a  very  considerable  increase;  but  in  those  tests 
which  were  carried  on  by  Doctor  Alway,  of  the  University  of  Minnesota,  potash 
and  nitrogen  was  not  used.  I  do  not  know  that  nitrogen  was  tried,  and  would 
be  surprised  if  it  was  seriously  considered,  excepting  experimentally,  because 
of  the  high-nitrogen  content  of  the  soils. 

Question.  Is  this  statement  you  just  made  regarding  Minnesota  or  Michigan? 

Answer.  Minnesota. 

Question.  I  asked  you  about  Michigan. 

Mr.  Ely.  He  asked  you  about  your  familiarity  with  the  tests  made  on 
Michigan  peat  soils. 

The  Witness.  I  am  not  familiar  with  any  particular  tests.  I  know  that 
tests  of  the  adaptability  of  different  types  of  mixed  fertilizers  to  orchard  crops^ 
onion  and  potato  crops,  com  crops,  and  crops  of  all  different  kinds  in  Michigan 
have  been  made,  and  that  depending  upon  the  kind  of  a  crop,  different — and  the 
character  of  the  soil,  you  would  get  different  returns:  and  I  would  say  in 
southern  Michigan  you  would  doubtless  get  very  considerably  increased  crop 
returns  from  phosphorous,  potash,  and  ammonia,  and  that  the  ammonia  would 
be  very  important  and  very  necessary. 

By  Mr.  Wheelee: 

Question.  You  can  get  a  higher  price  for  70  per  cent  fertilizer  than  you  can 
for  16  and  20  per  cent,  can't  you  ? 

Answer.  That  is  true. 

Question.  Drills  are  being  made  for  putting  on  the  rich  fertilizer,  an^n't  they? 

Answer.  That  is  true. 

Question.  The  agricultural  colleges,  the  American  Farm  Bureau,  and  other 
organizations  are  very  busily  at  work  in  educating  the  farmer  to  use  more  fer- 
tilizer and  higher-grade  fertilizer  all  the  time? 

Answer.  That  is  true.    We  are  lending  our  feble  support  to  that  campaign? 

Question.  Isn't  it  a  fact  that  one  of  the  reasons  for  the  so-called  farm  de- 
pression is  due  to  the  archaic  and  old-fashioned  methods,  and  that  the  adoption 
of  modem  methods  together  with  the  use  of  high-grade  fertilizers  is  one  of  the 
ways  to  overcome  this  situation? 
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Answer.  That  can  not  be  answered  by  a  yes  or  no  answer,  because  there  are 
two  very  distinct  factors  involved.    The  real  thing  that  is  back 

Mr.  Ely.  Pardon  me.  You  can't  answer  it.  I  think  that  it  is  serving  no  useful 
purpose  going  too  deeply  into  that. 

Mr.  Dixon.  I  think  we  are  getting  very  far  away. 

Mr.  Wheeler.  The  use  of  fertilizer  is  one  way  of  overcoming  the  situation, 

Mr.  Dixon.  Some  of  these  people  are  very,  very  busy  people.  I  think  we  have 
gone  the  limit  in  going  to  the  farthest  extremity  here — fertilizer  manufacturing. 

Mr.  Wheeler.  Well 

Mr.  Dixon.  How  many  more  questions,  Mr.  Wheeler,  along  this  line? 

Mr.  Wheeler.  I  have  quite  a  few  here,  Mr.  Chairman.  I  don't  want  to  go 
into  anything  that  the  witness  himself  did  not  go  into,  and  if  he  would  confine 
his  answers  to  the  questions  I  ask  him 

Mr.  Dixon.  The  witness  is  a  little  voluble  in  his  answers.  If  he  can  say  yes 
or  no  and  let  us  get  through  this.  It  will  take  another  week  if  we  don't.  I 
think  the  question  of  manufacturing  fertilizer — I  presume  that  is  what  the  cross- 
examination  and  the  evidence  in  chief  is  for,  at  Flathead — has  certainly  reached 
a  point  where  we  have  gone  to  the  extremes. 

Mr.  Keijly.  I  think  we  might  narrow  this  issue  here.  I  think  the  question  is 
whether  or  not  the  products  from  which  the  fertilizer  is  made  may  be  produced 
cheaper  electrolytically  than  it  would  be  by  this  acid  process.  It  is  shown  that 
the  acid  process  at  Anaconda,  for  example,  in  the  territory  where  this  plant 
will  be,  can  produce  thirty  times  as  much  superphosphate  as  it  is  now  produc- 
ing ;  so  the  issue  can  be  narrowed  to  the  comparative  production  of  these  prod- 
ucts by  the  electrolytic  or  by  the  acid  process,  and  all  the  rest  of  this,  to  my 
mind,  is  unnecessary. 

Mr.  Dixon.  It  strikes  me  we  are  going  into  a  textbook  treatise  on  agriculture 
further  than  this  end  of  our  inquiry  demands. 

Mr.  Wheeler.  I  would  merely  like  to  say  that  the  witness  on  direct  examina- 
tion presented  a  map  and  made  statements  on  direct  indicating  what  would 
seem  to  be  a  lessening  demand  or  a  weaker  market  for  phosphate  or  other 
fertilizers. 

Mr.  Dixon.  The  tables  submitted  show  an  increasing  demand  from  6,919,347 
Ions  in  1924  to  7,507,352  tons  in  1926. 

Mr.  Forbes.  Mr.  Wheeler  will  restrict  his  questions. 

Mr.  Dixon.  I  suggest  to  the  witness,  as  far  as  you  can,  answer  yes  or  no 
and  not  go  so  far  afield  in  this  treatise. 

Mr.  Wheeler.  That  is  what  I  have  been  trying  to  get,  Mr.  Chairman. 

Mr.  Dixon.  This  is  filling  a  record  that  nobody  will  read,  making  such  an 
extensive  thing  that  they  will  back  away  from  it.  If  I  was  trying  the  case  on 
this  side,  I  would  not  produce  an  Encyclopedia  Britannica  and  ask  a  man  who 
is  human  to  wade  through  it  again. 

Mr.  Kelly.  Illustrative  of  the  fact  of  what  you  always  have  done :  The  ques- 
tion asked  you  was  about  the  State  of  Michigan,  and  you  have  gone  into  the 
type  of  soil  in  northern  Michigan  and  another  type  in  southern  Michigan.  The 
question  asked  was  whether  ammonia  might  not  better  be  physically  used  in 
Michigan. 

The  Witness.  You  have  got  to  differentiate.    You  can't  say  yes  or  no. 

Mr.  Dixon.  I  just  think  the  whole  thing  is  producing  a  volume  of  testimony 
that  is  going  to  destroy  its  real  purpose. 

The  Witness  Might  I  say,  Mr.  Secretary,  I  would  give  very  misleading 
answers  because  there  are  so  many  factors  involved  in  this  discussion  that  are 
not  brought  out  in  the  questions  that  if  I  were  to  give  yes  or  no  answers 
and  not  properly  explain  them,  the  commission  or  anyone  else  reading  this 
record  would  not  understand  the  situation  adequately.  I  appreciate  the  neces- 
sity for  shortening  the  time. 

Mr.  Dixon.  Yes ;  I  appreciate  that  some  of  the  questions  have  to  be  explained. 

The  Witness.  They  are  very  involved  and  they  cover  the  whole  field,  and  I 
am  answering  them  as  directly  as  I  know  how. 

Mr.  Wheeler.  All  right.     I  will  take  up  a  little  'different  line. 

By  Mr.  Wheeler: 
Question.  A  company  making  mixed  fertilizer  in  company  with  other  chemi- 
cals or  offering  nitrogen  as  a  by-product,  say,  in  making  phosphoric  acid,  would 
produce  valuable  by-products,  would  make  cheaper  fertilizers,  than  a  company 
that  was  making  exclusively  fertilizers?    Is  that  true? 


3900     SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Answer.  I  don't  think  so.  I  don't  know  any  assumption  that  would  conclude 
that  it  were  true. 

Question.  Is  soda  ash  made  by  the  electric  process  at  Niagara  Falls? 
Answer.  You  are  getting  into  a  field  that  is  not  the  fertilizer  field. 

By  Mr.  Ely: 
Question.  Do  you  know? 
Answer.  I  don't  know. 

By  Mr.  Wheeler: 

Question.  You  would  prefer  not  to  answer  any  questions  relating  to  any 
chemicals  outside  of  fertilizer  chemicals? 

Answer.  I  would  prefer  not.  I  would  prefer  to  confine  my  attention  to  the 
fertilizer  business. 

Question.  Did  you  make  an  extensive  investigation  of  the  electric-furnnce 
method  ? 

Answer,  I  was  familiar  with  all  of  the  information  relating  to  the  operation 
of  such  furnaces  that  were  available,  and  I  was  familiar  with  the  actual 
operation  of  the  experimental  electric  furnace  at  Anaconda  and  the  results  of 
the  tests. 

Question.  Are  you  familiar  with  the  cost  at  Anniston,  Ala.,  of  making  phos- 
phoric acid? 

Answer.  I  am. 

Question.  How  much  does  it  cost  them  a  ton? 

Answer.  The  information  is  confidential.  I  would  say  this :  That  it  costs 
very  much  more  than  it  does  at  Anaconda,  and  also,  to  save  time,  I  would  say 
that  Mr.  Laist  is  going  to  go  into  the  question,  in  his  testimony,  of  the  detailed 
costs  of  phosphoric  acid  production  in  furnaces. 

By  Mr.  Dixon  : 
Question.  Do  they  make  more  or  less  at  Anaconda  than  at  Anniston? 
Answer.  Less.     Infinitely  less. 
Question.  You  said  more,  as  I  understand  it. 
Answer.  More  in  Alabama. 
Mr.  Dixon.  That  is  what  I  thought. 

By  Mr.  Wheeler: 

Question.  Is  he  going  to  consider  the  Anniston,  Ala.,  plant? 

Answer.  Yes,  sir.  He  is  going  to  consider  the  question  of  electric-furnace 
operation  irrespective  of  where  it  might  be  conducted — the  costs  in  connection 
with  the  cost  of  rock  and  the  cost  of  other  materials. 

Question.  What  do  they  pay  for  electric  power?    Can  you  answer  that? 

Answer.  I  only  know  what  Mr.  Wells  reported,  and  I  don't  know  exactly 
what  it  is. 

Question.  When  you  say  that  only  one  plant  is  making  phosphoric  acid  by  the 
electric  process,  you  mean  in  the  United  States? 

Answer.  Yes.  I  don't  know  of  any  in  the  world  besides  the  one  in  the 
United  States.  Well,  there  is  one  other  small  one  in  the  United  States  that 
has  had  a  part-time  operation.  It  is  more  or  less  of  an  experimental  plant. 
But  those  two  are  the  only  two.  There  is  one  operating  regularly,  commercially, 
and  the  other  one  is  operating,  I  understand,  jmrt  time. 

Question.  You  have  stated  that  you  have  thirty  times  as  much  sulphuric  acid 
in  Anaconda  as  you  can  use  in  making  superphosphate.  Then,  why  would 
your  company  want  to  consider  or  go  into  the  manufacture  of  phosphoric  acid  by 
the  electric  process  at  all?    Wouldn't  it  be  poor  business? 

Answer.  We  have  looked  into  every  type  so  that  we  knew  the  relative  costs 
and  the  relative  possibilities.  If  we  could  make  phosphoric  acid  cheaper  at 
Anaconda,  owning  these  phosphate  l^eds,  and  make  any  money  out  of  it,  we 
would  do  it  electrically — or  anywhere  else  in  Montana. 

Question.  You  say  you  can't  sell  any  more  than  you  are  now  selling? 

Answer.  I  would  say  this :  That  we  would  not  go  into  the  phosphoric  business 
or  the  electric-furnace  method  or  any  other  method,  and  if  we  had  had  the 
GXi)erience  that  we  now  have  we  would  not  have  gone  into  it  at  all. 

Question.  You  are  doing  it  simply  as  a  means  of  getting  rid  of  your  sulphuric 
a  fid? 

Answer.  That  was  the  primary  reason. 
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Question.  If  you  developed  an  electric-furnace  process  there,  you  would  be  in 
competition  with  yourself? 

Answer.  We  would  shut  down  one  plant  if  it  was  cheaper  to  make  it  by 
the  other  method. 

Question.  That  would  not  use  up  any  of  your  sulphuric  acid? 

Answer.  The  requirements  which  we  are  under  in  operating  the  sulphuric- 
acid  plant  is  only  that  we  operate  it  if  it  is  economically  a  sound  proposition. 
We  are  not  in  competition  with  the  Tennessee  Copper  Co.  There  is  no  compul- 
sion about  the  matter. 

Question,  You  say  you  have  thirty  times  as  much  sulphuric  acid  as  you  can 
use  in  the  process? 

Answer.  No.     We  could  make  thirty  times  as  much  sulphuric  acid. 

Question.  Wouldn't  it  be  desirable  for  you  to  turn  it  all  into  sulphuric  acid 
if  you  could  dispose  of  it? 

Answer.  If  there  was  any  market;  yes,  sir. 

Question.  Well,  why  do  you  run  your  phosphate  business  at  a  loss,  as  you 
have  stated,  if  it  is  not  for  the  purpose  of  using  up  sulphuric  acid? 

Answer.  Because  we  have  rather  hoped  that  this  program  of  education  which 
you  referred  to,  carried  on  by  the  National  Fertilizer  Association,  the  experi- 
mental stations  of  agricultural  colleges,  the  extension  departments,  and  our- 
selves, in  the  territory  where  we  are  operating  in,  would  bring  about  a  use  of 
high-grade  materials  so  that  we  could  commercially  handle  the  proposition, 
and  that  has  not  been  achieved. 

Question,  Well,  if  you  did  not  use  your  sulphuric  acid  for  that  purpose  it 
would  be  wasted,  wouldn't  it? 

Answer.  It  is  being  wasted  now. 

Question.  Do  you  know  what  the  electric  power  costs  in  Japan  that  is  being 
used  for  the  manufacture  of  fertilizers? 

Answer.  Ammonia? 

Question,  Yes. 

Answer.  No ;  I  do  not. 

Question,  For  a  fertilizer  business  it  is  desirable  to  have  the  ammonia  and 
the  phosphoric  acid  produced  at  the  same  place  if  it  is  feasible,  isn't  it? 

Answer.  If  it  is  feasible ;  yes,  sir. 

Question,  Have  you  any  patents  that  you  control  for  the  making  of  ammonia? 

Answer.  No,  We  have  had  some  negotiations,  but  after  investigation  we 
have  gone  no  further  with  it. 

Question.  You  could  not  make  it  electrically  unless  you  did  have  patents, 
could  you? 

Answer.  I  don't  think  so.  I  think  a  license  could  be  readily  obtained.  We 
have  been  offered  a  license. 

Question.  Do  you  know  what  coke  breeze  shipped  from  Provo,  Utah,  would 
cost  at  Missoula? 

Answer.  I  think  it  would  cost,  if  you  could  secure  it  there — it  would  cost 
eight  or  nine  dollars  a  ton. 

Question.  Coke  breeze  can  be  used  in  this  electric  process  just  as  coke, 
can't  it? 

Answer.  That  is  correct.  You  sometimes  have  to  have  some  coke  and  to 
have  some  coal,  but  coke  breeze  can  be  used.  The  quantity  is  very  limited 
available. 

Question.  Does  your  timber  include  timber  for  making  paper  by  the  ground- 
wood  pulp  process? 

Answer.  It  is  the  kind  of  timber — it  is  the  same  kind  of  timber  that  is  dis- 
cussed in  the  reports  that  you  have  introduced  in  evidence  and  referred  to. 
It  is  the  same  type  of  timber,  and  the  timber  is  scattered  over  that  same  country. 

Question.  It  is  largely  Gpruce? 

Answer.  Largely  western  yellow  pine,  spruce,  larch,  and  lodgepole  pine. 

Question.  It  is  not  the  same  as  in  the  Blackfeet  Forest,  where  it  runs  about 
60  per  cent  of  spruce,  is  it? 

Answer.  Our  holdings  are  in  the  Blackfeet  Forest. 

Question.  Do  your  timbers  run  60  per  cent  spruce? 

Answer.  I  haven't  a  figure  on  that, 

Mr,  Wheeled.  That  is  all. 

Mr.  Dixon.  Does  anyone  have  any  cross-examination  of  this  witness? 

(There  was  no  response.) 

'(Whereupon,  at  12.35  o'clock  p.  m.,  a  recess  was  taken  until  2  o'clock  p.  m., 
this  day.) 
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AFTER    RECESS 

The  hearing  reconvened  at  2  o'clock  p.  m.,  pursuant  to  the  taking  of  a  recess. 

Appearances :  Same  as  heretofore  noted.  Also  Col.  Thad  H.  Brown,  chief 
counsel,  Federal  Power  Commission. 

Mr.  Dixon.  Gentlemen,  we  will  come  to  order.  We  had  finished  with  the 
cross-examination  of  Doctor  Gardiner.  I  will  ask  you,  Mr.  Forbes,  if  you 
have  any  further  questions. 

Mr.  Forbes.  I  have  no  further  cross-examination  of  Doctor  Gardiner. 

Mr.  Kelly.  I  will  call  Mr.  Laist. 

Whereupon, 

Frederick  Laist  was  called  as  a  witness  on  behalf  of  the  Rocky  Mountain 
Power  Co.,  and  having  been  first  duly  sworn,  was  examined  and  testified  as 
I'ollows : 

Direct  examination  by  Mr.  Kelly: 

Question.  State  you  name. 

Answer.  Frederick  Laist. 

Question.  Where  do  you  live,  Mr.  Laist? 

Answer.  In  Scarsdale,  Westchester  County,  N.  Y. 

-Question.  How  long  have  you  lived  there? 

Answer.  About  two  months. 

Question.  Prior  to  that,  Mr.  Laist,  where  have  you  lived  for  the  last  20  years? 

Answer.  In  Anaconda,  Mont. 

Question.  What  is  your  business? 

Answer.  I  am  a  metallurgical  engineer. 

Question.  You  have  been  employed  by  the  Anaconda  Copper  Mining  Co.  for 
how  long? 

Answer.  About  25  years. 

Question.  Briefly,  in  what  different  capacities,  Mr.  Laist? 

Answer.  I  was  general  superintendent  of  the  Anaconda  reduction  works  for 
several  years ;  then  manager  and  then  general  manager  of  the  Anaconda  and 
Oreat  Falls  plants,  and  finally  general  metallurgical  manager  of  the  company's 
plants  in  the  United  States.  Also  consulting  metallurgical  engineer  for  the 
-Silesian-American  Co.,  the  Chili  Chemical  Co.,  and  the  Andes  Copper  Mining  Co. 

Question.  State  your  education  and  training  briefly,  Mr.  Laist. 

Answer.  I  graduated  from  the  University  of  California  in  1901  with  the 
degree  of  bachelor  of  science  in  chemistry.  I  received  an  honorary  degree  of 
doctor  of  science  from  the  Colorado  School  of  Mines,  and  the  Douglas  medal 
from  the  American  Institute  of  Metallurgical  Engineers  for  process  develop- 
ment, notably  the  development  of  the  electrolytic  zinc  process. 

Question.  It  was  through  you  that  the  electrolytic  zinc  process  was  developed? 

Answer.  Largely. 

Question.  Prior  to  the  development  of  the  electrolytic  zinc  process  where  was 
the  zinc  of  the  Montana  and  surrounding  country  reduced  generally? 

Answer.  The  greater  part  of  the  ores  which  are  now  being  treated  for  zinc 
were  not  so  treated.  Zinc  was  penalized  to  a  great  extent.  The  only  successful 
2inc-producing  mines  were  the  Duluth-Superior  and  the  Alma  Lou.  They 
shipped  their  concentrates  into  the  smelters  of  the  Middle  West. 

Question.  Those  were  not  Anaconda  Copper  Co.  property? 

Answer.  No. 

Question.  Your  metallurgical  work  has  taken  you  to  countries  outside  of  the 
United  States? 

Answer.  Yes;  to  Poland  and  to  South  America  and  to  most  of  the  States  in 
the  United  States. 

Question.  To  Mexico  and  Canada? 

Answer.  To  Canada,  but  not  to  Mexico. 

Question.  Where  are  the  Anaconda  Co.'s  reduction  plants  for  the  reduction  of 
ores  that  are  mined  in  Montana  and  surrounding  States? 

Answer.  In  Anaconda  and  Great  Falls.  There  is  also  a  small  operation  in 
East  Helena  for  recovering  zinc  from  waste  slag. 

Question.  The.se  plants  at  Anaconda  and  Great  Falls,  in  addition  to  handling 
the  products  of  the  Anaconda  Copper  Co.,  treat  ores,  custom  ores,  from  pro- 
ducers generally  through  the  country  there,  do  they  not? 

Answer.  T«». 
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Question.  In  connection  with  your  employment  in  metallurgical  work  have 
you  taken  an  interest  in  the  development  of  economical  uses  of  so-called  by- 
products of  these  plants? 

Answer.  I  have. 

Question.  And  has  that  been  under  instruction  from  the  management? 

Answer.  Yes.  About  1922  Mr.  Ryan  and  Mr.  Kelly  requested  me  to  make  a 
study  of  processes  which  might  be  of  use  in  connection  with  the  using  of  water 
power.     The  project  that  he  had  in  mind,  I  think,  was  the  Flathead. 

Question,  Do  you  mean  the  reduction  of  these  products  into  commercial 
products  by  the  electrolytic  process  in  any  manner? 

Answer.  Yes.  The  idea  was  to  determine  the  factors  in  connection  with  the 
development  of  an  electrochemical  industry  which  would  be  a  large  power  user. 

The  industries  that  we  had  in  mind  and  which  we  investigated  were  the 
production  of  phosphoric  acid  by  the  electric-furnace  method,  the  production  of 
synthetic  ammonia,  and  the  production  of  aluminum,  of  ferrochrome,  ferromanga- 
nese,  and,  of  course,  the  electrolytic  zinc  process. 

Question.  The  Anaconda  Co.  built  a  ferromanganese  plant  at  Great  Falls? 

Answer.  Yes. 

Question.  When  was  that? 

Answer.  It  was  in  1918. 

Question.  During  the  war? 

Answer.  Yes. 

Question.  And  why? 

Answer.  It  was  asked  to  do  so  by  one  of  the  Government  departments ;  prob- 
ably the  War  Industries  Board. 

Question.  For  the  production  of  zinc  for  the  use  of  the  Government  during 
the  war? 

Answer.  Yes. 

Question.  Is  that  plant  still  operating? 

Answer.  No. 

Question.  Did  it  ever  operate  much? 

Answer.  It  operated  for  about  three  months.  Prior  to  the  armistice  it  pro- 
duced about  a  thousand  tons  of  ferromanganese. 

Question.  After  the  war  the  production  of  ferromanganese  was  not  economical 
in  Montana  by  this  process? 

Answer.  No. 

I  might  say  that  even  the  thousand  tons  that  we  produced  at  that  time  we 
had  great  difficulty  in  disposing  of. 

Question.  Now,  then,  you  also  investigated  the  ferrochrome  and  other  pos- 
sible uses  where  the  raw  material  might  be  available  to  the  Flathead  project? 

Answer.  In  a  general  way. 

Question.  The  particular  thing  that  I  apprehend  the  commission  is  interested 
in  is  the  question,  so  far  as  this  feature  of  the  investigation  is  concerned,  as  to 
whether  or  not  fertilizer  products  may  be  produced  electrolytically  in  Montana 
as  cheap  or  cheaper  than  by  the  acid  process  or  otherwise.  You  have  prepared 
some  data  on  that,  have  you  not,  Mr.  Laist? 

Answer.  Yes. 

Question.  Before  going  into  that,  however,  let  me  ask  you  this:  You  have 
prepared  some  data  as  to  the  cost  of  raw  material  at  Flathead  for  the  produc- 
tion of  nitrogen,  have  you? 

Answer.  Yes. 

Question.  Will  you  just  discuss  that  briefly  with  the  commission? 

Answer.  The  possibility  of  developing  an  electrometallurgical  industry  is 
obviously  almost  entirely  a  matter  of  cost,  and  therefore  I  thought  it  would 
help  to  clarify  the  situation  by  introducing  this  very  brief  memorandum,  w^hich 
shows  the  cost  of  power  and  steam  at  the  Flathead,  assuming  that  power  can 
be  gotten  at  $10,  $15,  $20,  and  $25  per  horsepower.  The  memorandum  also 
shows  the  cost  of  power,  steam,  and  coke  at  a  water-gas  plant  favorably  located 
in  West  Virginia  or  in  Illinois. 

The  arrow  points  from  the  total  cost  of  power,  steam,  and  coke  at  one  of 
these  eastern  water-gas  plants  to  the  cost  of  power  and  steam  at  the  Flathead, 
assuming  power  at  $10  per  horsepower;  and  by  looking  along  the  horizontal 
line  you  can  see  at  what  disadvantage,  and  how  much  of  a  disadvantage,  an 
electrolytic  synthetic  ammonia  plant  at  the  Flathead  would  be,  assuming  $15, 
$20,  and  $25  a  horsepower-year. 
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You  will  note  that  at  $15  per  horsepower-year  the  figure  mentioned  by  Mr. 
Wheeler,  a  Flathead  plant  is  at  a  disadvantage  of  slightly  over  $13  per  ton  of 
fixed  nitrogen.     These  figures  are  all  on  the  basis  of  a  ton  of  fixed  nitrogen. 

At  $20,  with  $20  power,  the  disadvantage  becomes  $25.  With  $25  power  the 
disadvantage  is  $37. 

Question.  Now,  you  assume  a  price  of  coal  at  Flathead  of  $8  a  ton,  do  you 
not? 

Answer.  I  did. 

Question.  Is  that  what  it  would  cost  for  the  type  of  coal  that  would  be 
required  in  this  operation? 

Answer.  I  believe  that  a  reliable  supi)ly  of  coal  at  the  Flathead  would  cost 
about  $8  a  ton.  There  is  a  possibility  that  slack  coal  could  be  obtained  there 
in  limited  amounts  for  $6  or  $7  a  ton ;  but  it  is  apparent  that  even  if  coal 
could  be  gotten  at  such  a  price,  it  would  make  very  little  difference  in  the 
set-up. 

Question.  The  coal  factor  is  a  small  factor? 

Answer.  Very  small. 

Question.  Coal  would  be  used  in  the  creation  of  steam ;  and  in  your  first 
set-up  the  steam  cost  $3  in  the  first  instance  and  in  the  second  $24  for  power — 
$3  in  the  first,  second,  third,  and  fourth  instances? 

Answ^er.  Yes. 

I  would  like  to  say  also  in  this  connection  that  the  coal  and  coke  costs  used 
for  the  West  Virginia  plant  are  high.  For  instance,  in  the  Charleston  district, 
where  the  Du  Pont  plant  is,  the  actual  cost  of  ruu-of-the-mine  coal  is  $1.61 
l)er  ton,  while  slack  can  be  bought  for  $1.25  per  ton.  The  cost  of  coke  in  that 
district  is  $3.38  per  ton.  I  have  used  $2  and  $4  in  order  to  simplify  tlie  calcu- 
lation and  give  figures  that  are  easier  to  remember,  and  also  in  order  to  have 
figures  that  w^ould  apply  to  the  Illinois  field. 

Now,  there  is  another  point  in  connection  with  this  tabulation  that  I  think 
needs  some  explanation  at  this  time.  You  will  note  that  I  have  used  $0,38  per 
kilowatt-hour  as  the  cost  of  power  in  the  West  Virginia  plant.  This  is  the 
equivalent  of  $25  per  horsepower-year ;  and  is  the  cost,  conservatively  estimated, 
of  generating  power  in  a  steam  plant  from  West  Virginia  coal.  In  fact,  it  is  a 
rather  high  cost.  So  that  the  West  Virginia  plant  could  actually  make  electro- 
lytic hydrogen  as  cheaply  as  it  could  be  made  in  Montana  with  $25  power.       ^; 

Mr.  Ely..  Do  you  mean  nitrogen?     You  said  hydrogen. 

The  Witness.  Electrolytic  hydrogen. 

Mr.  Bonner.  Is  this  paper  to  be  introduced  as  an  exhibit,  Mr.  Kelly?  It  has. 
not  been  identified. 

Mr.  Kelly.  Yes.    We  will  ask  to  have  it  marked  as  an  exhibit. 

Mr.  Bonner.  It  will  be  marked  "  Rocky  Mountain  Power  Co.  Exhibit  No.  4." 

By  Mr.  Kelly  : 

Question.  Now,  Mr.  Laist,  if  you  will  refer  to  the  memorandum  which  yon 
have  prepared  relative  to  the  possibility  of  manufacturing  prosphoric  acid  by 
the  acid  process  at  Anaconda,  your  computation,  I  will  ask  you  to  rend  it  and 
tell  us 

Mr.  Forbes.  May  I  ask  Mr.  Kelly  a  question  about  this  exhibit  first? 

Mr.  Dixon.  Yes. 

Mr.  Forbes.  Would  you  mind,  Mr.  Kelly,  having  the  date  of  the  investigation 
represented  by  the  exhibit  put  on  the  exhibits?  I  don't  think  the  witness  has 
stated  when  he  made  this  investigation. 

The  Witness.  There  was  no  investigation.  These  figures  are  not  based  on 
any  investigation  that  I  made.  At  the  end  of  the  table  it  says:  "Figures  are 
based  on  tables  on  page  00  in  Fixation  of  Atmospheric  Nitrogen,  by  Frank 
Ernst."  He  was  employed  by  the  Nitrogen  fixation  Laboratory  to  study  the 
economic  conditions  of  nitrogen  fixation  in  various  parts  of  the  Unittnl  States. 
and  he  wrote  a  book,  and  on  the  basis  of  that  data  this  tMhnlation  is  preijann]. 

By  Mr.  Kelly: 

Question,  You  have  recently  made  an  investigation  of  the  conl  situation  of 
Charleston,  W.  Va.? 

Answer,  Yes.    I  have  done  that. 

Question.  So  that  your  coal  figures  that  you  have  given  in  your  testimony  are 
the  result  of  your  own  investigation? 

Answer.  Exactly. 

Question.  The  other  Is  a  matter  of  mathematical  computation  from  these 
assuHHNl  figures? 

Answer.  Yes. 
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Question.  All  right,  Mr.  Laist.    You  may  go  ahead  now  with  your  memoranda. 

Answer.  Since  this  kind  of  testimony  involves  a  lot  of  figures,  I  thought  it 
would  save  the  time  of  the  commission  if  I  prepared  a  written  statement,  from 
which  I  shall  read. 

This  memorandum  outlines  briefly  our  investigations  into  these  various  electro- 
chemical possibilities  that  I  recently  touched  on. 

In  order  to  have  a  basis  for  comparison  in  connection  with  the  manufacture 
of  electrolytic  phosphoric  acid  I  have  set  down  in  this  memorandum  the  cost 
of  the  acid  process  at  Anaconda,  because  obviously  any  phosphoric  acid  pro- 
ducing plant  in  Montana  would  have  to  compete  with  the  cost  of  making  phos- 
phoric acid  by  the  acid  method  at  Anaconda. 

The  fundamental  items  and  raw  materials  used  in  the  Anaconda  manufaetuT- 
ing  process  are  rock,  acid,  labor,  and  power.  Rock  is  produced  in  the  company's 
mines  in  Idaho,  and  contains  approximately  32  per  cent  of  P:=Oo.  The  mining 
cost  is  $3.25  per  ton  and  the  freight  is  $2.75  per  ton,  making  a  total  delivered 
cost  of  $6.  Acid  is  produced  at  Anaconda  from  b.A'-product  sulphur,  at  a  cost  of 
$3.50  per  ton  of  60°  Baume.  Acid  plants  capable  of  producing  225  tons  per  day 
jf  60°  Baume  acid  exist.  Approximately  125  tons  per  day  of  acid  are  used  in 
the  phosphate  plants.  If  the  business  justified  so  doing,  there  is  enough  sul- 
phur available  at  Anaconda  to  produce  approximately  3.000  tons  of  sulphuric 
acid  daily.  Labor  costs  $4.75  per  8-hour  day.  Approximately  4  tons  of  rock 
are  required  for  the  production  of  1  ton  of  P2O5,  the  recovery  being  about  85 
per  cent. 

The  cost  of  production  per  pound  of  P2O5  is : 

Cents 

Rock,  3.7  tons  per  ton  of  P2O5,  at  $6 1. 30 

Acid.  3.7  tons,  at  $3.50 .  65 

Labor .  40 

Supplies .20 

Power  and  expenses _ .  20 

General    expenses .  15 

Total  cost  per  pound  of  P2O5 2.  70 

This  is  the  manufacturing  cost  at  Anaconda  in  a  plant  capable  of  treating  150 
tons  of  rock  per  day. 

As  i»reviously  stated,  there  is  practically  an  unlimited  potential  supply  of  sul- 
phuric acid,  and  the  phosphate  plant  itself  is  so  constructed  that  at  small  cost 
its  capacity  can  be  trebled.  It  is  obvious  that  if  market  conditions  permitted 
such  enlargements,  they  would  be  made,  and  on  the  larger  scale  of  operations 
the  production  cost  would  decrease. 

The  cost  as  given  is  an  operating  cost  solely  and  allows  nothing  for  interest 
on  investment  or  amortization  of  plant.  The  cost  given  is  the  cost  of  making 
phosphoric  acid  and  not  treble  superphosphate. 

About  the  year  1922  extensive  investigations  and  experiments  were  made 
on  the  electric-furnace  method  of  producing  pho^sphoric  acid.  A  small  electric 
furnace,  capable  of  treating  about  1  ton  of  rock  per  day.  was  maintained  in 
continuous  operation  for  a  period  of  several  months.  Careful  measurements  of 
lK>wer  and  of  all  raw  materials  entering  the  furnace  were  made,  and  the  phos- 
phoric acid  liberated  from  the  furnace  operation  was  collected  in  the  form  of  52 
per  cent  acid.  It  was  found  that  it  was  not  economical  to  attempt  to  produce 
a  much  more  concentrated  phosphoric  acid  than  this. 

The  investigation  was  made  in  order  to  determine  whether  under  Montana 
conditions  it  was  feasible  to  use  the  electric-furnace  method  for  the  production 
of  phosphoric  acids  to  be  used  either  as  fertilizer  or  as  pure  acid  for  the  manu- 
facture of  baking  powders.  It  was  hoped  that  if  the  process  prov'ed  too  expen- 
sive for  fertilizer,  it  might  possibly  be  used  for  the  production  of  baking-powder 
licid.  which  must  necessarily  be  of  a  high  degree  of  purity,  and  therefore  can  not 
l)e  made  by  the  sulphuric-acid  process  under  the  conditions  as  they  exist  at 
Anaconda. 

The  operation  of  the  furnace,  after  a  certain  amount  of  experience  had  been 
acquired,  gave  no  trouble.  The  collection  of  the  phosphoric  acid  by  means  of 
Cottrell  apparatus  proved  feasible.  The  recovery  of  phosphoric  acid  was  approx- 
imately as  expected  and  was  substantially  the  same  as  with  the  acid  process. 
The  elimination  of  phosphoric  acid  from  t^^e  rock  was  upward  of  90  per  cent, 
but  there  were  unavoidable  sources  of  loss  which  accounted  for  from  5  to  10 
per  cent. 
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After  a  period  of  operation  extending  over  several  months,  it  was  felt  that 
sufficient  data  had  been  collected  to  permit  of  making  the  following  cost  calcula- 
tion. The  fundamental  items  and  their  cost  were:  Rock,  $6  per  ton  f,  o.  b. 
Anaconda,  containing  32  per  cent  P2O5 ;  coke,  $12  per  ton ;  power,  $25  per  horse- 
power-year; labor,  $4.75  per  8-hour  day. 

In  connection  with  the  coke  it  might  be  stated  that  a  limited  quantity  of 
coke  fines  could  be  obtained  in  Anaconda  at  a  cost  of  possibly  $8  per  ton ;  but 
since  the  availability  of  coke  fines  in  the  Rocky  Mountain  region  is  doubtful  it 
was  not  considered  safe  to  base  estimates  thereon,  the  supply  of  such  fine  coke 
being  too  small  and  uncertain.  Further,  it  was  found  that  the  furnace  worked 
better  on  coarse  coke. 

Cost  per  pound  of  P2O8  by  electric-furnace  method : 

Cents 

Rock,  3.7  tons,  at  $6 1. 10 

Power,  4.5  kilowatt-hours,  at  38  cents 1.  72 

Coke .  64 

Sand .  10 

Electrodes .  12 

Labor  and  superintendence .42 

Repairs .15 

General  and  miscellaneous .  17 

Total 4.32 

That  is  the  same  kind  of  rock  that  is  used  in  the  superphosphate  process. 

The  power  for  this  operation  was  supposed  to  be  at  Anaconda  for  the  making 
of  either  fertilizer  acid  or  baking-powder  acid,  the  idea  being  that  later  on 
possibly  a  plant  would  be  built  elsewhere. 

Mr.  Ely.  The  power  cost  was  $25  per  horsepower  year? 

The  Witness,  The  power  cost  is  $25  a  horsepower-year  at  Anaconda.  I  cal- 
culated it  on  that  basis. 

The  above  is  based  on  a  requirement  of  approximately  3.7  tons  of  rock  and 
0.9  ton  of  coke  per  ton  of  P2O5  produced.  The  above  estimated  cost  of  4.32  cents 
per  pound  of  P2O5  is  obviously  prohibitive  as  compared  with  the  cost  of  2.70 
cents  per  pound  of  P2O5,  realized  by  the  acid  process.  An  investigation  of 
market  possibilities  convinced  us  that  it  was  also  too  high  to  permit  of  the 
profitable  manufacture  of  phosphoric  acid  for  the  baking-powder  trade,  and  the 
contemplated  construction  of  an  electric-furnace  plant  for  tlie  smelting  of 
phosphate  rock  was  accordingly  abandoned. 

Mr.  Wheeler  makes  the  statement,  quoting  from  one  of  his  authorities,  that 
the  ton  of  P2O5  can  be  produced  for  $47,  given  power  at  $25  per  horsepower 
year;  whereas  with  $15  power  the  cost  becomes  $34  per  ton  of  P2O5.  What  he 
actually  said  was  as  follows,  this  being  quoted  from  his  statement  as  it  appears 
in  the  record: 

"According  to  these  cost  figures  the  superphosphate  manufactured  by  the 
sulphuric-acid  process  costs  from  $44  per  ton  of  PsOb — that  is,  phosphoric 
pentoxide — to  $47.26  per  ton.  All  of  these  figures  are  given  without  including 
Interest  on  investment  in  the  fertilizer  plant,  so  that  they  are  all  on  the  same 
basis.  The  same  tables  show  that  by  using  the  electric-furnace  method  super- 
phosphate can  be  produced,  where  the  electric  power  costs  $25  per  horsepower- 
year,  for  from  $44.47  to  $47  Per  ton  of  available  phosphoric  acid,  which  is 
practically  the  same  cost  as  by  the  sulphuric-acid  process.  Now,  we  have 
taken  this  table  and  rewritten  it,  using  $15  per  horsepower-year  as  the  basis 
for  the  electric  end  of  the  manufacture  in  order  to  show  how  much  cheaper 
than  acid  phosphate  the  superphosphate  will  be  when  made  by  the  electric 
process,  using  power  at  that  price,  and  we  arrive  at  a  cost  for  the  available 
phosphoric  acid  in  the  superphosphate  of  $31.56  per  ton  to  $34  per  ton  by  the 
electric  process,  with  power  at  $15  per  horsepower-year." 

According  to  Mr.  Wheeler's  figures,  the  difference  of  $10  in  the  annual  p^wer 
rate  makes  a  difference  of  $13  per  ton  of  P2O8.  Consequently,  his  power  cost  of 
P,05  on  the  basis  of  $25  power  must  be  $32.50  per  ton  of  PjOb.  That  Is  simple 
arithmetic.  Deducting  this  from  $47  leaves  $14.50  per  ton  of  PjOb,  which  must 
cover  all  other  expenses  of  manufacture,  such  as  rock,  coke,  sand,  electrodes, 
labor,  repairs,  and  miscellaneous  expenses. 

Let  us  examine  into  these  items.  In  the  first  place,  our  own  experiments 
demonstrated  that  3.7  tons  of  rock  were  required  to  produce  a  ton  of  PjOe. 
Assuming  a  KX)  per  cent  recovery  of  the  phosphoric  acid,  a  rock  containing 
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32  per  cent  would  have  to  be  used  in  the  proportion  of  3.13  tons  of  rocli  per 
ton  of  P2O5.  If  a  90  per  cent  recovery  were  realized,  and  this  would  be  for 
most  metallurgical  processes  a  very  satisfactory  recovery,  3,5  tons  of  rock 
per  ton  of  P2O5  would  have  to  be  used.  Previously  quoted  experiments  demon- 
strated the  necessity  for  using  about  3.7  tons. 

The  cost  of  this  rock  at  Anaconda  is  $6  per  ton.  It  is  unlikely  that  it  could 
be  delivered  at  the  Flathead  for  less  than  $7  per  ton.  However,  assuming  a 
cost  of  $6.50  per  ton,  w^e  get  $24  as  a  cost  of  rock  alone  per  ton  of  P20fs  pro- 
duced, as  compared  with  Mr.  Wheeler's  $14.50  for  all  items  other  than  power. 
At  $12.  0.9  ton  of  coke  would  cost  $10,80.  Sand  would  cost  about  $1,  Elec- 
trodes, according  to  our  own  experiments,  which  agree  fairly  well  with  the 
experiments  of  others,  would  cost  $2,40;  labor  and  supervision  we  estimate 
at  $8.40;  repairs  at  $1.80;  and  general  expenses  and  miscellaneous  at  $4.60, 
or  a  total  of  $54  per  ton  of  P2O5  for  items  other  than  power,  as  compared  with 
Mr.  Wheeler's  $14.50.  Adding  his  $32.50  for  power,  on  the  basis  of  $25  per 
horsepower   year,   gives  a   total   of  $85,50  per   ton.    or  4,28   cents   per  pound 

of  P2O5. 

If  it  be  assumed  that  power  can  be  had  for  $15  per  horsepow^er-year,.  we  still 
have  a  cost  of  3.72  cents  per  pound  of  P2O5,  using  the  power-consumption  figures 
determined  by  the  experiments  at  Anaconda,  or  3.63  cents,  using  those  of  Mr. 
Wheeler.  Both  of  these  costs  are  prohibitively  high  as  compared  with  the  estab- 
lished costs  of  the  acid  process  at  Anaconda  of  2.70  cents  per  pound  of  P2O5. 

I  repeat  that  all  of  these  are  operating  costs,  without  allowance  for  capital 
charges  such  as  interest  and  amortization,  and  all  costs  are  on  the  basis  of 
P2O5  in  the  form  of  52  per  cent  phosphoric  acid,  which  is  made  as  a  first  step  at 
Anaconda,  Mr.  Wheeler's  statement  to  the  contrary  notwithstanding. 

Regardless  of  w^hich  process  is  used,  the  phosphoric  acid  must  be  combined 
with  a  base,  preferably  calcium  oxide,  derived  from  phosphate  rock  or  with 
ammonia.  This  must  be  done  regardless  of  whether  the  electric  furnace  or  the 
acid  process  is  used  before  the  phosphoric  acid  is  in  a  form  suitable  for  fertilizer. 
At  Anaconda  both  treble  superphosphate  and  ammonium  phosphate  are  being 
made.  Either  or  both  of  these  products  would  have  to  be  made  at  the  Flathead, 
and  no  other  products  could  be  made  if  the  power  is  to  be  used  for  the  produc- 
tion of  fertilizers. 

Obviously,  on  the  basis  of  these  figures  the  manufacture  of  phosphoric  acid 
by  the  electric  furnace  method,  wiiether  it  was  at  Anaconda  with  $25  power  or 
whether  it  was  at  the  Flathead  with  $15  power,  would  be  impracticable,  as  it 
simply  could  not  exist  in  competition  with  the  acid  process  at  Anaconda.  That 
was  our  opinion,  and  on  account  of  that  being  our  opinion  we  have  never  gone 
any  further  into  the  electric-furnace  method  of  making  phosphoric  acid  in  Ana- 
conda, either  the  pure  acid  or  fertilizer  acid. 

By  Mr.  Kelly: 

Question.  Mr.  Laist,  if  you  got  your  power  for  nothing  at  Anaconda  or  Flat- 
head, what  would  be  the  comparison  between  the  acid  process  and  the  electro- 
lytic process? 

Answ^er.  The  cost  of  everything  except  powder  is  $55  per  ton  of  P2O5,  or  2.7 
cents  per  pound  of  PzOe.  By  the  acid  process  the  whole  cost  of  making  the 
phosphoric  acid  is  2.7  cents  per  pound  of  P2O5.  So  that  if  the  powder  were  gotten 
for  nothing  the  two  processes  would  be  on  a  parity. 

I  might  say  in  that  connection  that  they  would  be  on  a  parity  not  only  from 
the  cost  standpoint  but  also  from  the  standpoint  of  the  value  of  the  resulting 
product  as  fertilizer.  The  treble  superphosphate,  for  instance,  made  from  elec- 
tric-furnace acid  would  be  no  more  valuable  as  fertilizer  than  the  treble  super- 
phosphate made  at  Anaconda  by  the  acid  process. 

Now.  we  investigated  in  connection  with  all  of  this  the  possibility  of  manu- 
facturing ammonia,  using  electrolytic  hydrogen  in  connection  with  ammonia, 
using  water  gas.  The  figures  that  I  am  going  to  quote  in  this  brief  statement 
are  recent  figures.  But  I  wish  to  say  in  this  connection  that  the  possibility  of 
making  ammonia — that  is,  of  producing  fixed  nitrogen  in  aninioiiia — has  been  in 
our  minds  for  at  least  seven  or  eight  years,  which  convinces  me  that  the  figures 
that  I  am  using  here  are  reliable. 

The  authority  that  I  am  practically  limiting  this  brief  statement  to  is  a 
book  entitled  "Fixation  of  Atmospheric  Nitrogen,"  by  Frank  A.  Ernst  of  the 
fixed-nitrogen  laboratory  of  the  Department  of  Agriculture.  I  couldn't  see 
any  particular  point  in  using  a  larger  number  of  authorities,  because  Mr, 
Ernst  was  employed  in  this  department,  as  I  understand  it.  for  the  express 
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purpose  of  studying  the  economic  features  of  nitrogen  fixation  in  various  parts 
of  the  United  States,  and  these  statemc nts  cKcur  in  a  book  which  he  publislied 
and   which,   I   believe,   is  generally  considered  authoritative. 

Mr.  Dixon.  Is  that  a  Givernment  jjublication? 

The  Witness.  Well,  the  bock,  I  believe,  is  a  private  publication;  but  he 
was  in  the  employ  of  the  Government,  presumably,  either  before  or  at  the 
time  the  book  was  published. 

According  to  p]rnst,  the  direct  synthetic  ammonia  process,  using  electrolytic 
hydrogen,  requires  16,000  kilowatt-hours  i^er  ton  of  nitrogen  fix«^d.  The  same 
process,  but  using  water-gas  hydrogen,  requires  3,(X)0  kilowatt-'hours  per  ton 
of  nitrogen  fixed,  .or  less  than  one-fifth.  The  former  process  requires  3  tons 
of  steam,  whereas  the  latter  process  requires  11  tons  of  steam  and  3  tons  of 
coke.  Therefore,  the  raw-material  cost,  including  power,  per  ton  of  fixed 
nitrogen  is  as  follows:  I  am  using,  first,  power  at  $25  per  horsepower -year, 
which  is  the  prevailing  power  rate  in  Montana,  in  order  to  show  liow  tbis 
comparison  would  work  out  under  existing  power  rates,  and  then  I  will  ,^o 
on  to  the  $15  rate. 

Electrolytic  hydrogen : 

Kilowatt-hours,  16.0(K).  at  38  cents $60.  80 

3  tons  steam,  at  $1 3.  0() 

63.  80 

Water-gas  hydrogen : 

Coke.  3  tons,  at  $4 12.00 

Steam,  11  tons,  at  30  cents 3.30 

Kilowatt-honfs.  3.000.   at  38  cents 11.40 

26.70 

Difference 37. 10 

The  water-gas  plant  is  supposed  to  be  located  in  West  Virginia  or  in  Illinois. 

In  other  words,  an  electrolytic-nitrogen  plant,  or,  rather,  a  fixed-nitrogen 
plant  using  electrolytic  hydrogen,  at  the  Flathead  would  be  at  a  disadvantaire 
of  $37.10  per  ton  of  fixed  nitrogen  if  such  a  plant  were  located  down  in  the 
East. 

The  steam  is  assumed  to  be  generated  from  $8  coal.  As  I  have  previou'^ly 
stated,  if  coal  costing  $6  were  used,  there  wouldn't  be  very  much  difference  in 
connection  with  that  Flathead  cost. 

The  plant  using  water-gas  hydrogen  is  assumed  to  be  located  near  a  coal 
field  in  West  Virginia,  a  location  which  has  been  selected  by  the  Du  Pont 
organization  for  the  construction  of  a  very  large  ammonia  plant. 

In  West  Virginia  coke  can  be  had  for  $4  per  ton  and  steam  coal  for  less  than 
$2  per  ton.  From  such  coal  steam  power  can  be  generated  in  a  modern  plant 
for  approximately  0.38  cent  per  kilowatt-bonr.  or  substantially  the  same  as 
water  power  at  $25  per  horsepower  year.  Therefore,  if  it  were  economical  to 
do  so.  electrolytic  hydrogen  could  be  made  just  as  well  is  West  Virginia  as  in 
Montana  with  prevailing  water-power  rates  in  Montana. 

In  order  to  wipe  out  the  difference  of  $87.10  existing  between  the  jiower  and 
raw-material  cost  of  the  two  locations,  Flathead  power  would  have  to  be 
delivered  at  0.148  cent  per  kilowatt-hour,  corresponding  to  $9.75  per  horse- 
pf)wer  year. 

Assuming  that  Mr.  Wheeler  sells  power  at  $15  per  horsepower-year,  there 
still  remains  an  adverse  differential  of  $12.40  per  ton  of  fixed  nitrogen,  or 
approximately  $10  per  ton  of  ammoiiia. 

Since  the  market  for  ammonium  phosphate  in  the  sparsely  poinilated  Western 
State.s  is  utterly  inade(piate  to  consume  the  output  of  such  a  plant  as  be  pro- 
poses, he  would  be  compelled  to  deliver  his  product  into  the  territoi-y  supplied 
by  eastern  water-gas  plants.  Estimating  very  conservatively,  it  would  cost  nt 
least  $10  per  ton  of  ammonia  for  freight  to  points  of  consumption:  hence,  the 
Flathead  plant,  instead  of  i)roduclng  clieap  fertilizer  for  the  farmer,  would  be 
at  a  disadvantage  with  respect  to  established  eastern  i)lants  of  at  le;ist  $20 
per  toil  of  ammonia,  or  1  cent  per  pound.  Since  the  cost  of  niafUifMctnring 
ammonia  is  less  than  3  cents  per  pound,  the  Flathead  jiroposition  woidd  be  jit 
a  manufacturing  and  freight  disadvantage  of  apr)roximately  .33Vi  l>pr  cent. 
There  would  be  no  hope  of  making  up  any  part  of  this  differential  on  the  basis 
of  lower  investment,  because  the  cost  of  a  synthetic-ammonia   plant,   using 
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electrolytic  hydrogen,  is  estimated  at  $260  per  annual  ton  of  nitrogen  fixed,  as 
compared  with  $240  when  using  water-gas  hydrogen. 

It  is  well  known  that  only  a  small  percentage  of  the  anrmonia  produced  in 
the  world  to-day  is  made  from  electrolytic  hydrogen.  The  table  previously 
quoted  gives  the  world's  production  of  fixed  nitrogen  made  with  electrolytic 
hydTogen  as  of  July,  1927,  at  75,000  tons,  out  of  a  total  of  779,000  tons,  or 
about  9.6  per  cent.  Practically  all  of  the  electrolytic  hydrogen  plants  were 
located  in  Norway,  where  they  were  gradually  replacing  arc  process  plants 
originally  established  on  the  basis  of  the  extraofdinarily  cheap  Norwegian 
power. 

On  page  121  of  his  book  Ernst  states  that  in  1927,  out  of  a  total  of  23,000  tons 
of  nitrogen  fixed  in  the  United  States,  only  4.7  per  cent  was  produced  from 
electrolytic  hydrogen. 

I  might  say  that  now  that  3.7  per  cent  is  probably  nearer  1  pet  cent,  be- 
cause in  the  meantime  the  production  of  fixed  nitrogen  in  the  United  States 
has  grown  to  approximately  a  hundred  thousand  tons  and  practically  all  of  it 
now  is  produced  with  water-gas  hydrogen. 

Ernst  cites  a  plant  owned  by  the  NiagaTa  Ammonia  Co.,  having  a  capacity 
of  9  tons  per  day,  as  being  idle,  and  states  that  this  is  due  to  the  fact  that  it 
is  not  economically  practicable  in  the  United  States  to  use  electric  energy  as 
a  substitute  for  coal  in  the  fixation  of  atmospheric  nitrogen. 

Ernst  further  makes  the  following  statement : 

"  The  Niagara  Ammonia  Co.,  operating  the  Casale  process  " — which  is  one 
of  the  synthetic-ammonia  processes — "  and  lately  acquired  by  the  Du  Pont  inter- 
ests, was  erected  for  operation  of  about  half  capacity  on  hydrogen  obtained 
by  the  electrolysis  of  water  and  half  on  hydrogen  as  a  by-product  of  caustic 
manufacture  of  the  Hooker  Electrochemical  Co.'s  plant  next  door.  With  the 
cut  in  price  of  ammonia,  however,  the  electtolytic  plant  had  to  be  shut  down, 
as  hydrogen  produced  through  the  electrolysis  of  water,  even  with  the  rather 
favorable  power  rate  prevailing  on  the  older  contracts  at  Niagara  Falls,  was 
too  costly." 

Mr.  Dixon.  About  what  was  the  rate  on  those  old  Niagara  contracts? 

The  Witness.  About  $15  per  horsepower-year,  as  I  recall. 

FuTthermore,  he  makes  the  following  statement  in  connection  with  a  small 
plant  in  Seattle  This  small  plant  in  Seattle  has  often  been  talked  about.  It 
is  the  Pacific  nitrogen  plant  at  Seattle. 

"  The  Pacific  Nitrogen  Corx>oration  plant  at  Seattle,  Wash.,  is  the  only  plant 
in  the  country  now  operating  on  hydrogen  from  the  electrolysis  of  water.  Al- 
though the  power  rate  of  $30  per  kilowatt-year  is  not  particularly  attractive 
for  the  operation,  production  is  continued  economically  because  of  other  sectional 
conditions." 

About  a  month  ago  I  had  a  conversation  with  Doctor  Burdick.  who  is  head  of 
the  nitrogen  fixation  research  department  of  the  Du  Pont  Co.  He  came  to  see 
me  for  the  purpose  of  interesting  me  in  the  purchase  of  ammonia  to  use  for 
ammonia  ting  treble  superphosphate,  or  phosphoric  acid.  After  he  had  quoted 
the  price  at  which  his  company  was  prepared  to  deliver  ammonia  in  liquid  and 
anhydrous  form,  I  inquired  from  where  this  ammonia  was  to  come.  He  stated 
that  it  was  to  come  from  their  plant  in  West  Virginia.  Since  the  Seattle  plant 
is  owned  by  one  of  the  Du  Pont  subsidiaries,  and  since  the  ammonia  was  to  be 
delivered  at  Anaconda.  I  asked  whether  he  could  not  make  a  lower  price  by 
delivering  ammonia  from  Seattle.  He  said  that  he  could  not  do  so  because  the 
Seattle  plant  made  ammonia  from  electrolytic  hydrogen,  whereas  the  eastern 
plant  made  ammonia  from  water  gas  hydrogen.  He  could  actually  deliver 
ammonia  cheaper  from  the  eastern  plant,  in  spite  of  the  fact  that  the  freight 
rate  would  be  at  least  double  the  freight  rate  from  Seattle. 

It  might  be  thought  that  some  other  power-consuming  process  might  be  more 
economically  used — that  is  to  say.  it  might  be  thought  that  the  arc  process  or 
the  cyanamide  process  might  be  used — and  might  find  a  field  if  power  could  be 
gotten  at  $15  per  horsepower-year  at  the  Flathead. 

In  connection  with  that,  the  statement  which  occurs  at  page  91  of  Mr.  Ernst's 
book,  previously  referred  to.  is  of  interest.     It  reads  as  follows : 

"  Because  of  the  large  power  requirements  of  the  are  process,  developments 
of  this  process  have  been  in  the  vicinity  of  large  hydroelectric  power  sources. 
It  is  natural  then  that  this  process  should  be  giving  way  to  the  direct  synthetic 
ammonia  process  utilizing  hydrogen  produced  by  the  electrolysis  of  water. 
With  the  electric  power  requirements  for  the  fixation  of  1  ton  of  nitrogen  by  the 
arc  process,  4  tons  can  be  fixed  by  the  direct  synthetic  ammonia  process,  while 
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the  plant  cost  per  annual  ton  of  nitrogen  is  less  than  half  that  of  the  arc 
process.  In  addition,  the  product  of  the  direct  synthetic  ammonia  process  is  of 
wider  use  than  that  of  the  arc  process,  inasmuch  as  nitric  acid,  the  product  of 
the  latter  process,  can  be  produced  by  conversion  methods  from  the  ammonia  of 
the  former  process,  while  this  conversion  can  not  be  reversed.  It  is  because  of 
these  considerations  that  the  Noi*sk-Hydro  of  Norway  is  replacing  its  arc 
capacity  with  direct  synthetic  ammonia  capacity.  It  is  expected  that  the  total 
arc  capacity  will  be  abandoned  and  that  such  nitric  acid  as  is  required  will  be 
produced  through  ammonia  oxidation.  Nitric  acid  it  is  estimated  can  be  pro- 
duced at  a  lower  cost  by  such  a  method  than  directly  by  the  arc  process.  This 
synthetic-ammonia  development  in  Norway,  which  is  now  under  way,  is  appar- 
ently sounding  the  death  knell  of  the  arc  process. 

"  In  a  like  manner  the  cyanamide  process  is  beginning  to  undergo  replacement 
by  the  direct  synthetic-ammonia  process.  In  Sweden  the  Stockholms  Superfosfat 
Fabrik.  the  company  operating  the  cyanamide  process,  is  erecting  a  Fauser 
sjnthetic  ammonia  plant." 

Simply  another  modification  of  the  synthetic  ammonia  process. 

"Another  Fauser  direct  synthetic  ammonia  installation  has  been  erected  and 
is  in  operation  at  the  cyanamide  plant  of  the  Mitteldeutsch  Stockstoff  Werke  at 
Piesteritz,  Germany.  In  Japan,  the  cyanamide  process  has  already  been  re- 
placed by  both  Claude  and  Casale  synthetic  ammonia  plants. 

"  The  reason  for  this  shift  to  synthetic  ammonia  is  a  purely  economic  one. 
Nitrogen  can  be  fixed  in  utilizable  forms  at  a  lower  cost  according  to  the  direct 
synthetic  ammonia  process  than  by  the  other  processes." 

Now,  that  is  the  situation  as  w^e  see  it  with  respect  to  synthetic  ammonia 
produced  in  Montana.  There  isn't  any  question  but  what  synthetic  ammonia 
can  be  produced  in  Montana.  The  question  is,  Can  it  be  produced  sufficiently 
cheaply  to  compete  with  a  synthetic  ammonia  plant  located  in  either  Illinois  or 
West  Virginia V  And  our  answer  to  that  question  is  that  it  can  not  be  done.  Not 
only  is  the  cost  of  producing  synthetic  ammonia  higher  in  Montana,  even  given 
$15  per  year  power,  but  there  is  the  additional  disadvantage  of  having  a  very 
heavy  freight  charge  against  the  operation. 

One  of  the  electrolytic  processes  which  requires  a  tremendous  amount  of 
power  is  the  manufacture  of  aluminum,  and  that  appeared  to  me  to  be  worthy 
of  investigation  in  connection  with  the  utilization  of  the  Flathead  power  in 
3922,  which  was  the  time  when  something  of  that  sort  seemed  desirable.  Accord- 
ingly we  made  some  studies  with  respect  to  the  manufacture  of  aluminum,  and 
the  result  of  our  studies  was  that  we  came  to  the  conclusion  that  an  aluminum 
plant  situated  in  Montana  would  be  at  a  disadvantage  using  power  at  $25  per 
horsepower-year,  of  approximately  3  cents  per  pound,  and  if  power  w^ere  gotten 
at  $15  per  horsepower-year,  the  aluminum  plant  would  still  be  at  a  disadvan- 
tage of  approximately  2^4  cents  per  pound  of  aluminum  as  compared  with  a 
plant  located,  favorably  located,  in  the  East. 

Mr.  DixoN.  Why? 

Answer.  Because  of  the  freight  disadvantage. 

Mr.  Dixon.  Shipping  in  the  raw  products? 

Answer.  Yes. 

Mr.  Dixon.  Are  there  no  clays  around  Poison  that  could  be  used  for  making 
aluminum? 

Answer.  In  connection  with  this  Poison  project,  we  investigated  two  sources 
of  raw  material.  One  was  a  comparatively  iron-free  clay,  which  exists  in  the 
vicinity  of  Spokane,  and  the  other  was  bauxite  from  British  Guiana.  We  were 
quite  sure  that  we  would  not  care  to  undertake  the  development  of  this  business 
on  a  raw  material  which  came  from  outside  the  United  States,  even  if  it  se<>med 
economically  possible,  and  therefore  we  undertook  quite  an  extensive  investiga- 
tion Into  the  possibility  of  making  aluminum  oxide  from  clay.  The  result  of  our 
investigation,  which  extended  over  about  a  year  of  time  and  cost  something 
like  $100,000,  was  that  while  pure  aluminum  oxide  could  be  made  from  clay,  the 
time  was  not  ripe  for  doing  so,  and  that  even  with  rather  favorable  conditions 
that  we  appeared  to  have  in  Montana,  we  could  not  hope  to  compete  with 
aluminum  made  down  here  from  bauxite  originating  in  Arkansas,  or  even 
originating  in  Guiana. 

Mr.  Dixon.  What  does  bauxite  look  like?    In  what  form  is  it? 

Answer.  Bauxite  Is  an  earthy  mineral  of  rather  reddish  color.  It  Is  more 
or  less  reddish,  depending  upon  the  amount  of  iron  it  contains. 

Mr.  Dixon.  Is  this  all  bauxite  from  here  to  Florida  along  the  seacoast? 

Answer.  No ;  there  is  very  little  bauxite  in  the  United  States. 

Mr.  Dixon.  It  Is  not  ordinary  red  clay,  then? 
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Answer.  Oh,  no;  the  only  large  deposit  of  bauxite  in  the  United  States — in 
fact,  I  might  say  the  only  commercial  deposits  of  bauxite  in  the  United  States 
are  in  Arkansas,  and  are  practically  all  controlled  by  the  Aluminum  Co.  of 
America.  The  difference  between  bauxite  and  clay  is  that  bauxite  contains  con- 
siderably more  alumina  in  the  first  place,  and  it  contains  the  alumina  in  a  free 
condition ;  that  is,  the  alumina  in  bauxite  is  soluble  in  caustic  soda,  whereas 
the  alumina  in  clay  is  not.  Therefore,  an  entirely  different  process  and  a  more 
complicated  process  has  to  be  used  for  the  recovery  of  alumina  from  clay, 
and  that  in  itself  is  quite  a  disadvantage,  even  apart  from  the  fact  that  the  clay 
itself  contains  only  about  24  per  cent  of  alumina,  as  compared  with  the  45  per 
cent,  or  thereabouts,  commonly  found  in  bauxite. 

However,  we  were  hopeful,  if  not  too  optimistic,  that  possibly  we  might  be 
able  to  solve  this  problem ;  and,  as  I  say,  we  spent  a  lot  of  time  and  money  in 
the  attempt  to  do  so,  but  we  finally  gave  it  up. 

Mr.  Bonner.  Are  there  some  bauxite  deposits  in  Montana? 

Answer.  There  are  none;  no.  There  might  be — well,  I  would  say  there  are 
none  at  all.  I  don't  believe  there  are  even  trifling  deposits.  But  our  investiga- 
tion into  the  occurrence  of  bauxite  was  quite  thorough.  I  had  a  man  scouting 
around  through  the  States  of  Georgia,  Alabama,  and  various  other  southern 
States,  investigating  the  occurrences  of  bauxite  and  the  possibility  of  purchas- 
ing considerable  deposits  of  bauxite,  and  we  foujid  that  there  was  practically 
none  to  be  had. 

Mr.  DixoN.  Where  is  the  new  big  power  development  in  extreme  western 
North  Carolina  going  to  get  theirs  from?  I  understood  that  is  for  the  manufac- 
ture of  aluminum.     Where  will  they  get  their  supply? 

Answer.  That  project  is  no  doubt  under  the  control  of  the  Aluminum  Co.  of 
America  and  is  supplied  with  aluminum  oxide  made  from  Arkansas  bauxite, 
or  else  from  British  Guina  bauxite  refined  at  some  Atlantic  coast  point. 

Mr.  Bonner.  Did  you  find  it  would  be  impossible  to  get  enough  of  a  supply 
from  British  Guina  except  by  paying  a  considerable  export  duty? 

Answer.  Well,  that  was  one  of  the  disadvantages  in  connection  with  the 
project ;  yes.  There  is  a  British  law  which  practically  compels  the  working  up 
of  the  raw  material  in  a  British  colony.  Whether  that  law  is  still  in  force  I 
don't  know,  but  that  was  the  situation  at  the  time  we  made  our  investigation. 
But  even  apart  from  that,  the  proposition  did  not  work  out  economically  because 
of  the  freight  differentials.  You  see.  in  connection  with  the  making  of  aluminum, 
we  have  the  following  quantities  to  consider : 

In  the  first  place,  a  pound  of  aluminum  requires  11  kilowatt-hours.  That,  we 
might  say,  we  could  get  as  cheaply  in  Montana  as  anywhere  else,  possibly 
cheaper ;  but  we  need  2  pounds  of  alumina — that  is,  of  purified  ALiOs,  aluminum 
oxide — there  is  actually  about  4  pounds  of  bauxite  required  for  the  production 
of  a  pound  of  aluminum.  The  scheme  that  we  had  in  mind  was  to  ship  bauxite — 
one  of  the  possibilities  that  we  investigated  was  to  ship  bauxite  from  the 
Guianas  to  Seattle  and  do  the  refining  there.  That  meant  that  for  every  pound 
of  aluminum  produced  it  meant  the  shipment  of  4  pounds  of  bauxite  to  Seattle ; 
then  that  would  be  refined  there.  Then  there  would  be  2  pounds  of  aluminum 
oxide,  purified  aluminum  oxide,  would  have  to  be  shipped  to  the  Flathead. 
There  would  have  to  be  0.8  pound  of  electrodes  shipped  in.  There  would  have 
to  be  a  tenth  of  a  pound  of  cryolite  and  0.05  pound  of  flourspar. 

Now,  assuming  a  differential  on  these  various  products  of  about  $10  per  ton 
as  compared  with  a  plant  located  in  the  East,  and  assuming  also  that  the 
finished  aluminum  would  have  to  be  shipped  down  into  the  eastern  part  of  the 
country  at  a  freight  rate  of  about  $10  a  ton,  we  arrived  at  this  differential  of 
about  2^2  cents  per  pound,  even  with  $15  power,  which  is  enough  to  ruin  the 
project. 

Mr.  Dixon.  What  is  aluminum  worth  commercially  per  pound? 

Answer.  Aluminum  at  the  present  time,  I  think,  is  selling  for  about  26  cents 
a  pound. 

With  respect  to  the  utilization  of  a  power  like  Flathead  for  ferrochrome,  it 
is  not  so  much  a  question  of  whether  ferrochrome  could  be  economically  made 
there,  although  the  same  considerations  apply  as  apply  to  the  manufacture  of 
aluminum,  but  there  is  another  feature  of  the  situation  with  respect  to  ferro- 
chrome, which  is  that  the  total  amount  of  ferrochrome  used  in  the  United  States 
would  only  consume  about  77,000  kilowatts.  In  other  words,  if  all  of  the  ferro- 
chrome used  in  the  United  States — I  might  say  that  these  figures  that  I  am 
quoting  are  two  years  old.  because  they  were  the  latest  authorities  that  I  had 
available  in  the  limited  time  that  I  had  to  prepare  this  data,  although  I  don't 
think  the  situation  is  greatly  changed — in  other  w^ords,  if  all  of  the  ferrochrome 
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in  the  United  States  was  manufactured  at  the  Flathead  it  would  just  about  use 
up  that  water  power.  Such  a  condition  would  be  extremely  unlikely,  because 
ferrochrome  is  all  made  from  imported  ore. 

Mr.  Dixon.  There  is  a  lot  of  chrome  ore  in  Montana,  isn't  there? 

Answer.  There  is  some  chrome  ore  in  the  vicinity  of  Billings,  but  it  appar- 
ently has  never  been  economical  to  mnke  ferrochrome  out  of  it. 

Mr.  Dixon.  How  about  around  Columbus?     Is  there  some  around  there? 

Answer.  I  believe  there  is. 

Mr.  Dixon.  That  is  what  they  are  putting  in  all  the  automobiles  now,  isn't  it, 
that  stainless  steel? 

Answer.  Yes:  that  makes  stainless  steel.  The  consumption  of  chrome,  im- 
ported steel  of  that  kind,  has  undoubtedly  grown  considerably. 

Mr.  Kelly.  Pardon  me  just  a  minute.  We  have  had  prepared  a  map  which 
I  think  would  be  of  advantage  to  the  commission  in  showing  the  location 
of  the  mineral  deposits  of  Montana,  the  various  places,  and  Mr.  Laist  will  be  in 
position,  I  think,  to  give  the  commission  valuable  information  from  this  map, 
and  we  will  present  it  if  we  may,  now  [producing  a  map  of  Montana]. 

Mr.  Dixon.  We  will  be  very  happy  to  see  it. 

Mr.  Kelly.  You  may  go  ahead.  Mr.  Laist. 

Answer  (continuing).  By  far  the  greater  part  of  the  chrome  ore  that  is  used 
in  the  United  States  comes  from  Rhodesia.  The  imports  of  chrome  ore  in  1927 
were  250,000  tons. 

Mr.  Dixon.  Now,  is  the  chrome  plus  iron — is  it  all  found  together,  or  do  you 
make  chromium  and  mix  it  with  iron? 

Answer.  No ;  the  chrome  ores  are  reduced  in  an  electric  furnace.  If  the 
chromium  ore  is  too  low"  in  iron  to  permit  of  making  ferrochrome  of  the  right 
composition,  a  certain  amount  of  iron  ore  is  added.  But  the  chrome  ore  by  it- 
self, or  mixed  with  a  slight  amount  of  iron  ore,  is  smelted  in  an  electric  furnace 
with  coke,  and  the  result  is  ferrochrome. 

Mr.  Dixon.  What  is  the  percentage  in  ferrochrome  steel  of  chromium  and 
iron? 

Answer.  That  varies  from  as  low  as  3  or  4  per  cent  up  to  17  per  cent,  and 
some  of  the  very  high-grade  chrome  steels,  acid-resisting  steels,  contain  22  or 
23  per  cent  chrome. 

Mr.  Dixon,  Now,  this  automobile  stainless  steel,  what  is  the  chromium  in 
that? 

Answer,  That  is  generally  plating  of  metallic  chromium.  That  is  plated  on 
just  like  nickel  is  planted  on. 

Mr.  Kelly.  For  the  purpose  of  the  record  we  will  ask  that  this  map  be 
markefl  for  identification  as  "Rocky  Mountain  Power  Co.  Exhibit  No.  5." 
And,  Mr.  Laist,  would  you  step  to  the  map  and  just  describe  it  to  the  com- 
mission? 

The  Witness.  I  am  sorry,  but  I  am  not  awfully  familiar  with  this  map 
myself. 

Mr.  Kelly.  You  have  not  studied  this  map? 

The  Witness.  I  really  have  not. 

Mr.  Bonner.  Shall  we  identify  it  by  the  title? 

Mr.  Kelly.  Yes.  This  is  a  map  showing  the  resources  of  western  Montana, 
northern  Idaho,  and  western  Washington.  I  will  let  it  go  then.  I  thought  Mr. 
Laist  was  familiar  with  it. 

The  Witness.  Of  course,  the  map  shows  the  location — the  map  itself. 

Mr.  Kbixy.  It  shows  the  location  of  the  minerals,  and  by  these  designations 
with  which  I  thought  you  were  familiar. 

Answer.  No ;  I  am  not.  I  am  sorry,  but  I  have  not  paid  very  much  attention 
to  that. 

Mr.  Kelly.  I  will  have  that  done  later,  then. 

The  Witness.  With  respect  to  ferrochrome,  I  want  to  say  that  at  the  present 
time  practically  all  of  the  feiTochrome  used  in  the  United  States  is  manu- 
factured from  imported  ore.  Probal)ly,  in  round  numbers,  85  per  cent  of  the 
imports  come  from  Rhodesia,  and  possibly  10  per  cent  from  New  Caledonia, 
and  small  amounts  come  from  India  and  elsewhere. 

Mr.  Dixon.  Is  there  any  tariff  duty  on  chrome  ore? 

Answer.  I  don't  know.  Obviously,  with  tiw  ore  coming  from  any  one  of  tlicse 
sources,  it  would  have  to  be  delivered  at  Seattle  or  Tacoma  and  shipi>cd  to 
the  Flathead,  and  then  the  finished  ferrochrome  would  have  to  be  shipped  East. 
The  existence  of  an  Industry  out  there  under  such  conditions  is  quite  incon- 
ceivable. 
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Mr.  Dixon.  What  is  the  metal  worth  commercially,  per  pound? 

Answer.  Well,  I  am  sorry,  I  don't  remember  just  how  much  ferrochrome  is 
worth.  I  looked  it  up  in  connection  with  those  investigations,  but  it  w^as  quite 
a  while  ago.  and  I  don't  recall.  But  it  is  not  a  particularly  valuable  material. 
It  is  not  anything  that  would  stand  much  freight  differential  against  it. 

Mr.  Dixox.  Is  it  as  valuable  as  zinc  or  lead? 

Answer.  I  would  say  it  was  about  in  that  class, 

Mr.  Dixon.  Six  or  seven  cents  a  pound? 

Answer.  Well,  possibly ;  yes. 

Mr.  Dixon.  Is  it  more  or  less  valuable  than  nickel? 

Answer.  It  is  considerably  less  valuable  than  nickel.  That  is.  ferrochrome  is 
less  valuable  than  nickel. 

Mr.  Dixon.  I  mean  chromium  itself. 

Answer.  Chromium  itself — I  really  haven't  any  idea  what  chromium  itself  is 
worth.  That  is  a  phase  of  the  matter  that  I  didn't  look  at.  Chromium  itself 
is  probably  quite  valuable,  but  the  amount  of  chromium  that  could  be  used 
is  no  doubt  very  small.  In  fact,  up  to — at  the  time  these  investigations  were 
made,  the  amount  of  chromium  that  was  used  was  practically  nil.  It  was  only  • 
quite  recently,  in  connection  with  the  replacement  of  nickel  plating,  that 
chromium  metal  has  become  of  interest  at  all.  There  has  been  some  develop- 
ment in  the  past  two  or  three  years. 

Mr.  Dixon.  Does  it  make  a  better  covering  than  nickel?  Does  it  tarnish  less 
than  nickel? 

Answer.  That  is  the  general  understanding,  but  I  must  say  that  observation 
of  some  fittings  I  have  in  a  newly  acquired  house  makes  me  doubt  that.  The 
chromium  appears  to  take  on  a  rather  bluish,  disagi-eeable  cast  after  a  while, 
and  while  it  is  not  quite  as  hard  to  polish  as  nickel,  it  requires  considerable 
attention. 

Mr.  Dixon.  I  notice  that  they  are  selling  cheap  watches  plated  with  chromium. 

Answer.  Yes,  sir, 

Mr.  Dixon.  Not  so  cheap  either,  $25  watches. 

Answer.  Yes. 

Mr,  Lawson.  Is  it  used  in  connection  with  vanadium,  making  spring  steel? 

Answer.  I  could  not  say. 

Now,  there  is  just  one  other  matter  that  I  wanted  to  touch  upon,  and  that  is 
the  possibility  of  utilizing  Flathoad  power  in  connection  with  the  production  of 
zinc,  copper,  and  lead,  and  so  forth.  The  utilization  of  the  water  power  in 
question  for  these  purposes  can  obviously  be  best  accomplished  through  the 
system  of  the  Montana  Power  Co.,  which  already  serves  the  plants  of  the 
Anaconda  Copper  Mining  Co..  situated  at  Anaconda  and  Great  Falls,  as  well 
as  the  mines  of  the  latter  company  located  in  Butte.  One  of  the  prime  re- 
quirements of  a  large  mining  and  metallurgical  operation  is  an  uninterrupted 
power  supply,  such  as  can  best — I  might  say  only — be  obtained  from  an  inter- 
locking system,  distributing  the  power  from  a  number  of  plants.  Power  inter- 
ruptions are  not  only  annoying  but  are  sometimes  fraught  with  disastrous 
results.  The  copper  mines  of  Montana  are  practically  all  located  in  Butte, 
and  practically  all  of  the  copper  ore  mined  in  the  State  of  Montana  is  concen- 
tratv^d  and  smelted  in  the  plants  of  Anaconda,  The  metal  so  produced  is  re- 
fined and  rolled  into  rods  and  drawn  into  wire  in  plants  located  at  Great  Falls. 
It  is  extremely  unlikely  that  any  other  copper  operations  of  consequential 
magnitude  will  be  developed  in  Montana,  outside  of  Butte,  and  whatever  addi- 
tional developments  might  be  made  in  Butte  or  elsewhere  in  this  region  can 
easily  be  taken  care  of  by  existing  surplus  plant  capacity  at  Anaconda. 
,  The  electrolytic  zinc  process  is  a  large  user  of  power.  The  plants  at  Ana- 
<!onda  and  Great  Falls  consume  about  75,000  kilowatts  of  electric  energy. 

By  Mr,  Kelly: 

Question.  Pardon  an  interruption.  If  you  will  transpose  that  into  horsepower. 
-    Answer.  One  hundred  thousand  horsepower. 

Mr.  Dixon.  That  is.  Butte  and  Anaconda  use  100,000  horsepower? 

Answer.  For  zinc  alone. 

Mr.  Kelly.  Great  Falls  and  Anaconda. 

Mr.  Dixon.  For  zinc  alone? 

Answer.  For  zinc  alone.  They  treat  concentrates  from  the  mining  districts 
In  Utah.  Idaho,  and  Montana.  A  very  large  number  of  relatively  small  mining 
companies  are  dependent  on  the  zinc  plants  of  the  Anaconda  Co.  for  disposing 
of  their  concentrates.    The  policy  of  the  Anaconda  Co.  has  in  the  past  been  to 
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enlarge  these  plants  in  order  to  take  care  of  concentrate  offerings  from  tlie 
various  mining  districts  in  the  three  States  named.  It  is  not  too  much  to  say 
that  a  great  deal  of  the  present  prosperity  of  these  mining  districts  is  due  to 
the  ability  of  the  Anaconda  Co.  to  purchase  zinc,  which  formerly  was  penalized, 
and  this  purchase  has  been  made  possible  by  its  development  of  the  electrolytic 
zinc  process  and  the  construction  and  steady  enlargement  of  the  plants  at  Great 
Falls  and  Anaconda.  The  Montana  Power  Co.  has  at  all  times  cooperated  in 
this  development  to  the  extent  of  constructing  additional  power  plants  as  the 
demands  of  the  Anaconda  Co.  increased.  The  initial  zinc  plant  constructed  at 
Great  Falls  in  the  year  1917  had  a  daily  productive  capacity  of  100  tons  of 
zinc.  The  combined  output  of  the  present  Great  Falls  and  Anaconda  plants 
is  500  tons  of  zinc  i)er  day.  The  plant  at  Anaconda  was  completed  in  Feb- 
ruary of  the  year  1928,  and  was  constructed  with  a  view  to  its  enlargement 
by  50  per  cent  should  occasion  arise. 

As  previously  stated,  it  is  of  considerable  importance  in  a  metallurgical 
operation  to  have  an  uninterrupted  and  continuous  supply  of  power.  This  is 
particularly  essentiol  in  the  electrolytic  process  for  the  production  of  zinc. 
The  reason  becomes  apparent  when  it  is  remembered  that  the  zinc  is  plated 
out  of  an  acid  solution  of  zinc  sulphates.  As  is  well  known,  metallic  zinc  is 
readily  soluble  in  dilute  sulphuric  acid.  It  is  only  under  the  influence  of  the 
electric  current  that  the  deposited  zinc  remains  undissolved  by  the  acids  with 
which  it  is  in  contact.  As  soon  as  the  electric  current  goes  off  re-solution  starts, 
and,  if  the  power  interruption  is  at  all  protracted,  it  is  possible  that  the  day's 
crop  of  zinc  may  all  go  back  into  solution. 

There  is  also  a  large  electrolytic  zinc  plant  at  Kellog,  Idaho,  operated  by  the 
Bunker  Hill  &  Sullivan  Mining  Co.,  which  treats  custom  ores,  and  is  a 
customer  for  zinc  ores  in  this  intermountain  region. 

For  various  reasons,  which  I  will  not  go  into  here,  it  would  not  be  economical 
to  establish  a  zinc  plant  at  the  Flathead  as  compared  with  enlarging  the  plant 
at  Anaconda,  even  though  power  could  be  had  at  a  substantially  lower  figure. 
Assuming  that  Mr.  Wheeler  could  deliver  power  for  $15  per  horsepower  year 
at  the  Flathead,  it  is  unlikely  that  he  could  greatly  undersell  the  Montana 
Power  Co.  at  Anaconda,  with  the  existing  rate  of  $25  per  horsepower  year.  It 
should,  however,  be  understood  that  this  $25  rate  is  on  a  kilowatt-hour  basis, 
and  is  on  a  sliding  scale ;  that  is  to  say,  the  price  paid  for  power  for  electro- 
lytic purposes  at  Anaconda  is  $25  per  horsepower  year  only  when  zinc  sells  at 
6  cents  per  pound  or  over.  At  lower  prices  for  zinc  the  price  paid  for  power  by 
the  Anaconda  Co.  to  the  Montana  Power  Co.  becomes  less,  until  it  finally  reaches 
$17.50  per  horsepower  year,  when  zinc  sells  at  about  4i/^  cents  per  pound,  if  I 
remember  correctly. 

By  Mr.  Kelly: 

Question.  That  is  delivered  power? 

Answer.  Transmission  power  delivered  at  Anaconda.  The  exact  terms  of 
the  contract  can  easily  be  verified. 

I  say  again,  therefore,  that  even  if  Mr.  Wheeler  were  prepared  to  actually 
furnish  power  at  the  Flathead  for  $15  per  horsepower  year,  it  is  unlikely  that 
he  could  deliver  power  much  more  cheaply  at  Anaconda  than  is  being  done, 
because  he  would  have  to  be  prepared  to  occasionally  deliver  it  for  $17.50  per 
horsepower  year,  which  would  allow  only  $2.50  for  transmission  purposes, 
which  Is  obviously  insufllcient,  and  he  would  moreover  be  compelled  to  forego 
all  payments  for  power  in  case  the  zinc  business  becomes  unprofitable  to  the 
Anaconda  Co.  In  such  an  event  the  Anaconda  Co.  may  discontinue  its 
electrolytic  zinc  operations,  and  at  the  same  time  stop  all  payments  for  p  »wer 
to  the  Montana  Power  Co.  This  provision  is  materilly  different  from  the 
provision  in  most  power  contracts,  where  the  power  company  is  guaranteed  a 
certain  minimum  payment,  regardless  of  whether  the  power  is  used  or  not. 
and  should  be  taken  into  consideration  when  comparing  the  Montana  Power 
Co.'s  $25  rate,  125  miles  away  from  the  power  site,  with  Mr.  Wheeler's  proposed 
rate  of  $15  per  horsepower  year  at  the  power  site. 

Nothing  need  be  said  in  connecti(m  with  the  use  of  power  for  the  treatment 
of  lead  ores,  since  .such  ores  require  relatively  little  power  for  their  bencticia- 
tion.  and  such  lead-smelting  plants  as  exist  at  East  Helena,  Mont.,  and  at 
Kellog.  in  Idaho,  hav<'  substantial  excess  capacities  over  what  is  needed  for  the 
treatment  of  available  ores. 

Questifjn.  Mr.  Laist.  you  spoke  about  I  he  penalty  on  zinc  ores  prior  to  the 
development  of  the  electrolytic  process.     For  the  record,  will  you  just  tell  the 
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commission  what  you  mean  by  **  penalizing  "  ores  because  of  their  zinc  content 
in  the  old  days? 

Answer.  Zinc  has  always  been  considered  a  most  detrimental  metal  in  blast- 
furnace smelting  operations,  whether  they  are  copper  operations  or  lead-furnace 
operations,  and  the  custom  has  been  to  charge  a  certain  amount  per  unit  of 
zinc.  In  some  cases  this  charge  is  as  high  as  30  cents  per  unit.  That  would 
be  IV2  cents  per  pound  of  zinc. 

Question.  In  other  words,  before  the  development  of  the  electrolytic  process^ 
ores  that  were  shipped  to  these  smelters  at  Anaconda  were  penalized  because 
they  had  a  zinc  content? 

Answer.  Not  at  Anaconda,  Mr.  Kelly,  because  the  amount  of  zinc  contained 
in  the  ores  treated  at  the  Anaconda  Smelting  Works  was  relatively  small,  and 
we  didn't  consider  it  necessary  to  exact  the  penalty.  But  at  the  East  Helenu 
emelter  of  the  American  Smelting  &  Refining  Co.  a  penalty  of  approximately 
IV2  cents  per  pound  of  zinc  was  charged. 

Question.  That  was  true  in  some  of  the  Utah  smelters,  relatively? 

Answer.  Yes. 

Question.  What  is  the  result  now,  after  the  development  of  the  electrolytic 
zinc  processes? 

Answer.  The  result  now  is  that  zinc  is  paid  for. 

Question.  Instead  of  being  penalized  for  having  zinc  in  the  ore  it  is  separated 
and  refined  and  paid  for? 

Answer.  Yes.  And  in  Salt  Lake  we  actually  purchase  ores  containing  lead^ 
zinc,  copper,  silver,  and  so  on,  and  pay  for  all  of  the  metal. 

Question.  What  effect  has  this  had  upon  the  mining  industry  of  the  West? 

Answer.  It  has  been  quite  a  stimulus  to  the  mining  industry  in  all  of  the 
mining  districts,  particularly  those  of  Utah,  Idaho,  and  Montana. 

Mr.  Kelly.  That's  all. 

By  Mr.  Dixon  : 

Question.  Does  the  Helena  American  Smelting  &  Refining  Co,  smelt  zinc 
now  or  not? 

Answer.  No ;  they  do  not. 

Question.  They  still  penalize  zinc? 

Answer.  They  still  penalize. 

Mr.  Kelly.  Just  for  the  benefit  of  the  commission,  will  you  describe  briefly 
the  zinc  plant  which  you  have  installed  at  East  Helena  to  take  care  of  the 
waste  zinc  there? 

Mr.  Dixox.  That  is,  the  old  slag? 

Answer.  Yes.  At  East  Helena  the  slags  contain  from  12  to  15  per  cent  of 
zinc,  and  this  zinc  w^as  going  to  waste.  About  tw^o  years  ago  the  research 
department  of  the  Anaconda  Co.  developed  a  process  by  which  the  slag  is  taken 
molten  from  the  furnaces  and  treated  with  coal  dust.  The  result  is  that  the 
zinc  is  blown  out  and  caught  in  the  bag  house  as  a  fume  containing  about  7C 
per  cent  of  metallic  zinc,  which  is  subsequently  treated  in  the  zinc  _plant  at 
Great  Falls. 

Mr.  Dixon.  Well,  are  you  working  the  old  slag  piles  OAer  at  the  American 
smelter  at  Helena? 

Answer.  No ;  we  are  not  doing  that.  It  would  not  pay  to  work  the  chilled 
slag.  There  is  hardly  a  suflicient  margin  of  profit  for  that.  But  the  process 
is  applied  to  the  molten  slag  as  it  comes  from  the  furnaces,  and  we  buy  this 
molten  slag  from  the  American  Smelting  &  Refining  Co. 

Question.  I  thought  you  were  w^orking  over  that  immense  slag  pile  there. 

Answer.  Possibly  sometime,  if  the  price  of  zinc  gets  high  enough,  we  can 
afford  to  do  it. 

Mr.  Kelly.  That's  all. 

Mr.  Forbes.  If  the  chairman  please,  I  would  like  to  ask  a  few  preliminary 
questions,  with  permission  to  have  Mr.  Wheeler  ask  any  technical  questions 
that  he  may  have. 

Mr.  Dixon.  Very  well. 

Crgss-examination  by  Mr.  Forbes  : 
Question.  You  referred  to  the  utilization  of  power  from  the  Flathead  by  the 
Montana  Power  Co.  in  serving  the  Anaconda  Copper  Co.  You  understand  that 
some  of  the  power,  if  not  all  of  the  power,  from  the  Flathead  would  be  trans- 
mitted to  Anaconda  if  your  company  is  successful  in  getting  a  permit  and 
license? 
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Answer.  I  presume  the  Flathead  power  would  be  connected  into  the  network 
of  the  Montana  Power  Co.  and  would  become  available  at  any  time. 

Question.  You  referred  to  the  contract  between  the  Montana  Power  Co.  and 
the  Anaconda  Copper  Co.  for  power  on  a  sliding  scale  of  rates.  Have  you  a 
copy  of  that  contract  with  youV 

Answer.  No. 

Question.  You  said  that  your  statement  regarding  the  sliding  scale  could  be 
verified.  Would  you  be  willing  to  submit  a  copy  of  the  contract  to  the  com- 
mission, which  will  be  available  for  Applicant  Wheeler? 

Mr.  Kelly.  They  are  all  a  matter  of  public  record  in  the  Public  Service  Com- 
mission's oflSce  at  Helena.     We  will  be  very  glad  to  submit  any  of  them. 

Mr.  Forbes.  I  would  like  to  have  that  part  of  the  record  so  that  we  may  be 
able  to  refer  to  it  in  our  brief.  Otherwise  I  haven't  it  as  a  part  of  the  official 
record  of  this  hearing. 

Mi".  Bonner.  Will  that  be  part  of  the  Montana  Power  Co.'s  rate  schedule 
which  you  promised  to  produce? 

Mr.  Kelly.  No  ;  those  rate  schedules,  I  think,  do  not  cover  the  metal  con- 
tracts. 

Mr.  Forbes.  I  would  assume  your  general  rate  schedule  would  have  nothing 
to  do  with  your  sale  of  blocks  of  wholesale  power. 

Mr.  Kelly.  I  think  not. 

Mr.  Kerr.  I  will  say,  for  the  information  of  all.  the  Montana  Public  Service 
rule  is  that  the  rate  schedules  shall  apply  up  to  2,000  horsepower,  and  thereafter 
contracts  are  subject  to  negotiation  and  reference  to  the  Public  Service  Com- 
mission. 

Mr.  Kelly.  We  will  furnish  a  copy  of  that  contract. 

Mr.  Forbes.  For  the  official  record? 

Mr.  Kelly.  Yes. 

By  Mr.  Forbes  : 

Question.  Do  you  think  the  Montana  Power  Co.  makes  any  profit  selling  the 
Anaconda  Copper  Mining  Co.  power  as  low  as  $17? 

Answer.  I  don't  know. 

Question.  Well,  under  the  terms  of  the  contract,  such  as  you  have  described 
it,  there  are  occasions  when  the  Montana  Power  Co.  gets  no  revenue  from  that 
contract.     Isn't  that  a  fact? 

Answer.  I  could  not  say  as  to  that. 

Question.  I  understood  you  to  say  that  when  the  price  of  zinc  gets  down  the 
Montana  copper — the  Anaconda  Copper  Co. — is  not  required  to  take  any  power 
under  the  contract? 

Answer.  Yes. 

Question.  Has  that  ever  been  done? 

Answer.  Yes ;  that  happens. 

Question.  Do  you  think  that  under  a  contract  of  that  kind  the  Montana  Power 
Co.  can  make  any  money  from  the  sale  of  i)ower? 

Answer.  Why,  I  think  that  is  quite  out  of  my  province. 

Question.  Well,  you  referred  to  it  in  your  direct  examination  and  urged  it  as 
a  rejison  why  applicant  Wheeler  would  not  be  in  as  favorable  a  position  as  your 
company  to  develop  this  power. 

Answer.  I  simply  stated  the  terms  on  which  they  were  buying  power. 

Mr.  Kelly.  I  suggest  that  that  question  is  not  fair.  That  did  not  involve  the 
question  as  to  whether  or  not  the  Montana  Power  Co.  was  making  any  mimey 
under  the  contract.  He  was  talking  about  the  favorableness  or  unfavorableness 
of  the  contract  to  the -zinc  industry.  Mr.  Laist  did  not  purport  to  testify  that 
this  was  more  favorable  or  less  favorable  for  the  power  company,  but  to  the  zinc 
industry,  which  he  represents. 

Mr.  Forbes.  Mr.  Chairman,  it  was  brought  in  directly  in  ccmnection  with  tlu^ 
witness's  comment  on  Mr.  Wheeler's  ability  or  lack  of  ability  to  make  use  of  the 
power  for  the  same  puriwse  at  $15  a  horsepower. 

Mr.  Dixon.  What  was  your  question? 

Mr.  Kelly.  The  question  related  to  whether  or  not  the  Montana  Power  Co. 
could  make  any  money  at  selling  power  to  the  zinc  company  at  $17.50  a  horse- 

I>ower.  XXI  .  1     4- 

Answer.  I  am  unable  to  answer  that  question,  because  I  am  not  an  official  ol 

the  Montana  Power  Co.  and  don't  know  whether  they  make  money  out  of  it  or 

not. 

Mr.  Dixon.  That  disposes  of  it. 
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By  Mr.  Forbes  : 

Question.  To  that  you  will  agree  that,  of  course,  it  is  not  of  the  greatest 
importance  to  the  Montana  Power  Co.  to  make  a  profit  out  of  power  sold  to  its 
sister  corporation,  the  Anaconda  Copper  Mining  Co.? 

Answer.  No ;  I  don't  agree  with  that  statement.  As  a  matter  of  fact,  I  don't 
think  the  Montana  Power  Co.  and  the  Anaconda  Copper  Co.  are  sister  corpora- 
tions in  the  sense  that  you  imply. 

Question.  Now,  I  think  you  said  there  is  a  disadvantage  of  about  2  cents  a 
pound  on  aluminum  manufactured  in  the  Flathead  district,  or  the  Anaconda 
district,  according  to  your  calculations? 

Answer.  Approximately. 

Question.  And  in  that  calculation  you  considered  that  it  would  be  necessary 
to  transport  the  finished  product  to  the  eastern  market? 

Answer.  Yes. 

Question,  You  mean  to  say  that  there  is  no  market  for  aluminum  in  the  West, 
either  in  the  Northwestern  States  or  in  California? 

Answer.  No  consequential  market. 

Question.  Have  you  observed  the  growth  of  the  airplane  industry  in  the 
Western  States,  particularly  in  California? 

Answer.  I  have. 

Question.  Have  you  noted  the  great  increase  in  the  use  of  aluminum  and 
aluminum  alloys  in  the  construction  of  airplanes? 

Answer.  I  have. 

Question.  Did  you  consider  that  in  connection  with  the  lack  of  market  in  the 
Western  States? 

Answer.  I  was  talking  about  existing  markets  and  not  possible  future 
markets. 

Question.  Well,  when  did  you  make  this  investigation  upon  the  possibility  of 
producing  aluminum  in  Montana? 

Answer.  About  seven  years  ago.  But  we  had  it  in  mind  for  some  time 
afterwards. 

Question.  But  your  figures  are  based  upon  your  investigation  of  seven  years 
ago? 

Answer.  Yes.  But  even  with  a  substantial  use  of  aluminum  in  California, 
a  plant  located  in  the  Flathead  would  be  at  a  decided  disadvantage,  because  the 
finished  metal  could  be  delivered  by  water  to  California  ports  very  cheaply 
from  eastern  plants,  and  the  Flathead  plant  would  still  be  at  its  old  disadvan- 
tage in  securing  bauxite  from  long  distances. 

Question.  Where  is  aluminum  metal  made  in  greatest  quantity  in  the  Eastern 
States? 

Answer.  Some  of  it  was  made  in  New  York,  from  the  old  Niagara  Falls  power 
at  Nassena,  and  some  made  in  North  Carolina ;  and  within  the  past  several 
years  the  aluminum  company  has  built  an  extremely  large — is  developing  an 
extremely  large  project  in  Canada. 

Question.  Whereabouts  in  Canada? 

Answer.  I  forgot  the  name  of  the  river,  but  I  do  remember  that  this  develop- 
ment is  on  tidewater. 

Question.  Have  you  looked  up  the  freight  rates  of  aluminum  products  or 
aluminum  metal  from  Buffalo  and  from  points  in  North  Carolina,  where  alumi- 
num is  made,  to  eastern  seaboard  shipping  points,  and  the  rate  from  thence 
around  by  water  to  California? 

Answer.  No;  we  didn't  do  that  because  we  didn't  consider  California  as  a 
market  of  consequence. 

Question.  And  do  you  know  what  the  rates  are  from  Anaconda  or  from  the 
Flathead  to  Seattle,  and  from  Seattle  by  water  down  to  San  Francisco  or  Los 
A.ngeles  ? 

Answer.  I  know  approximately ;  yes. 

Question.  You  made  no  effort  to  comi>are  the  rates  from  the  eastern  centers 
of  production  of  aluminum  to  seaboard  and  thence  around  the  west  coast  with 
the  rate  existing  between  Montana  points  by  rail  and  then  water  to  California 
points  ? 

Answer.  No;  and  for  the  reason  that  I  have  given,  that  we  didn't  consider 
the  west-coast  market  of  great  importance. 

Question.  Your  investigations  and  the  figures  you  have  given  represent  the 
results  of  your  investigations  seven  years  ago?     That  is  the  fact,  isn't  it? 

Answer.  Yes ;  but  I  think  they  are  still  applicable. 
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Question.  Well,  that  last  part  is  a  thought  and  not  predicated  upon  actual 
investigation  ? 

Answer.  Not  detailed  investigation;  no. 

Question.  It  would  take  three  to  three  and  one-half  years  or  so  to  put  the 
first  Flathead  site  into  operation,  would  it  not? 

Answer.  Approximately. 

Question.  Possibly  another  half  year  or  a  year  to  get  an  aluminum  producing 
company  into  operation,  using  the  power  from  that  site,  would  it  not? 

Answer.  Possibly. 

Question.  Now,  you  want  to  be  understood  that  you  are  seeking  to  demon- 
strate to  this  commission  by  the  use  of  figures  seven  years  old  that  there  will 
be  an  absence  or  lack  of  market  for  power  for  the  production  of  aluminum 
at  the  time  when  this  power  would  be  useful  for  the  production  of  aluminum 
available? 

Answer.  Why,  in  possibly  200  years  from  now  the  population  in  the  Western 
States  would  be  suflBcient  so  that  manufacturing  enterprises  would  be  justified 
there  that  could  not  be  considered  now.  That  is  a  matter  that  is  not  pertinent 
to  the  present  investigation.  The  point  is  that  unless  you  can  show  a  market 
or  an  almost  certain  market  in  the  near  future  you  could  not  possibly  interest 
capital  in  an  electrochemical  enterprise  at  the  Flathead.  Furthermore,  as  I 
explained  a  few  minutes  ago,  the  freight  on  the  finished  aluminum  to  the 
market  is  only  a  small  part  of  the  great  freight  differential  against  the 
Flathead. 

Mr.  Dixon.  We  will  take  a  recess  for  five  minutes. 

(Whereupon  at  3.50  o'clock  p.  m.  a  short  recess  was  taken.) 

By  Mr.  Forbes: 

Question.  Then,  as  I  understand  it,  the  figures  in  the  memorandum  which 
you  have  just  read  into  the  record  represent  your  calculation  of  conditions  as 
of  seven  years  ago,  and  they  do  not  necessarily  represent  your  opinion  of  con- 
ditions five  years  hence? 

Answer.  I  would  not  put  it  quite  that  way.  They  represent  my  opinion  to-day, 
leaving  the  Pacific  coast  market  out  of  the  picture.  Assuming  that  the  finished 
aluminum  is  shipped  into  the  eastern  market,  that  is  my  opinion  to-day. 

Question.  Now,  when  did  you  investigate  the  opportunity  of  utilizing  Montana 
I)Ower  in  the  manufacture  of  ferrochrome? 

Answer.  About  the  time  that  we  abandoned  our  ferromanganese  operations  at 
Great  Falls.    That  was  about  1919. 

Question.  So  your  testimony  on  direct  examination  represents  the  information 
you  collected  in  1919  or  1920? 

Answer.  No ;  not  so  far  as  the  amount  of  chrome  ore  which  could  be  treated 
is  concerned. 

Question.  But  the  market  for  chrome  ore? 

Answer.  No ;  not  the  market  for  chrome  ore.  The  figures  that  I  quoted  are 
1927  figures.    They  came  from  1927,  from  Mineral  Industry. 

Question.  Of  course,  you  understand  that  your  opinion  as  expressed  here  is 
expressed  for  the  benefit  of  this  commission  in  deciding  whether  or  not  there 
would  be  a  market  for  the  power  produced  at  Flathead,  if  and  when  it  is 
produced? 

Answer.  Yes. 

Question.  That  is  your  understanding  of  the  purpose  of  your  giving  an 
opinion  ? 

Answer.  Yes. 

Question.  Your  figures  on  the  consumption  of  ferrochrome  in  the  United 
States  are  of  1927? 

Answer.  Yes. 

Question.  Have  you  looked  up  the  consumption  of  chromium  and  ferrochrome 
and  other  chrome  metals,  chrome  alloys,  since  1927? 

Answer.  No;  I  have  not. 

Question.  Haven't  you  enough  general  Information  on  the  subject  to  agree 
that  there  has  been  a  remarkably  large  increase  in  the  consumption  of  chromium 
alloys  (luring  the  past  two  years? 

Answer.  I  don't  know,  and  therefore  have  no  opinion  on  the  matter. 

Question.  You  are  satisfied  to  rely  upon  figures  two  years  ago  to  represent 
your  opinion  of  existing  conditions? 

Answer.  There  Is  always  a  possibility  that  increased  use  of  chromium  in  one 
dlrectiMi  might  be  offset  by  decreased  uses  in  other  directions.  Moreover,  the 
figures  that  I  quoted  are  the  total  Imports  of  chrome  ore. 
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Question.  Will  you  read  the  question  again  so  I  can  get  a  responsive  answer? 

(The  reporter  read  the  question,  as  follows:) 

'•  Question.  You  are  satisfied  to  rely  upon  figures  two  years  ago  to  represent 
your  opinion  of  existing  conditions?" 

Answer.  I  am  satisfied  that  the  production  of  ferrochrome  to-day  could  Use 
only  a  very  small  percentage  of  the  Flathead  power. 

Mr.  Forbes.  Will  you  read  the  question  again,  and  in  the  meantime  I  ^ill 
ask  the  chairman  to  instruct  the  witness  to  respond  to  my  question. 

(The  reporter  again  read  the  question  as  above  recorded.) 

Mr.  Dixon.  What  is  your  answer,  Mr.  Laist? 

The  Witness.  I  beg  pardon? 

Mr.  Dixon.  What  is  your  answer  to  that?     Are  you  satisfied? 

Answer.  No ;  I  am  not. 

By  Mr.  Forbes: 

Question.  You  are  a  scientist,  aren't  you? 

Answer.  Yes. 

Question.  You  realize  that  the  value  of  your  testimony,  and  its  prestige  withi 
this  commission,  depends  to  a  great  extent  upon  the  fact  that  you  are  giving 
scientific  opinions  based  upon  scientific  training  and  experience? 

Answer.  Yes. 

Question.  Do  you  consider  it  scientific  to  render  an  opinion  upon  present 
conditions  having  only  before  you  and  having  only  in  your  mind  figures  two 
years  old? 

Answer.  I  explained  to  the  commission  that  the  figures  were  two  years  old, 
and  that  they  were  the  most  recent  I  have  available  in  the  limited  time  I  had 
to  prepare  for  this. 

Question.  And  you  have  had  no  time  to  secure  from  any  source  information 
regarding  the  increase  in  the  use  of  chrome  alloys,  special  ferrochrome? 

Answer.  I  had  no  opportunity  in  the  time  allowed ;  no. 

Question.  You  want  your  opinion  here,  of  course,  to  be  measured  by  the 
preparation  and  .the  dates  of  the  information? 

Answer.  Well,  I  would  suggest  that  the  commission  consider  my  opinion 
with  respect  to  ferrochrome  as  applying  to  the  year  1927. 

Question.  Now,  with  regard  to  your  testimony  having  to  do  w^ith  the  use 
of  electricity  in  the  manufacture  of  fertilizer  materials,  especially  phosphate, 
phosphoric  acid,  ammonia,  and  the  other  products  which  you  have  mentioned, 
have  you  made  a  complete  up-to-date  search  of  the  literature  on  that  subject? 

Answer.  No :  I  have  not. 

Question.  How  long  has  it  been  since  you  made  a  complete,  and  what  you 
as  a  scientist  would  call  a  scientific,  investigation  of  the  bibliography  on  that 
subject  ? 

Answer.  I  never  made  such  an  investigation.  The  investigation  into  the 
bibliography  was  made  by  men  that  were  delegated  to  do  that  work  by  myself.. 

Question.  Now,  how  old  is  the  data  that  you  employed  in  expressing  your 
opinion  regarding  the  usefulness  of  electric  power  in  the  manufacture  of  fer- 
tilizer materials? 

Answer.  The  opinion  that  I  expressed  on  the  production  of  phosphoric  acid 
by  the  electric-furnace  method  is  based  on  experiments  which  were  made  at 
Anaconda  in  a  1-ton  furnace  under  my  direction  and  at  my  instigation,  andl 
were  not  based  on  the  literature. 

Question.  And  how  old  was  that? 

Answer.  That  work  was  done  in  about  1922. 

Question.  Do  you  want  this  commission  to  understand  that  that  experience 
of  yours  in  1922  was  representative  of  the  knowledge  in  the  industry  at  the- 
present  time? 

Answer.  I  do. 

Question.  And  you  have  made  no  investigation  of  the  latest  methods  for 
the  production  of  these  materials  by  electric  power  since  that  time? 

Answer.  I  have  kept  in  touch  with  work  of  that  kind,  and  if  there  had  been 
any  consequential  developments   I   would   have  known  of   them. 

Question.  How  would  you  have  known  of  them? 

Answer.  Through  the  literature  and  through  conversation  with  people  in 
the  industry  with  whom  I  am  acquainted — Government  publications,  and  -io 
forth. 
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Question.  Are  you  in  touch  with  the  official^, ^pr,,j:epreseutatives  in  authority 
of  the  cyanamide  company  V  -  ,  -, 

Answer.  No. 

Question.  Are  you  in  touch 

Answer.  Not  directly. 

Question.  Aie  you  in  touch  with  the  oflBcials  of  the  Mathieson  Alakali  Co.? 

Answer.  No. 

Question.  Are  you  in  touch  with  the  officials  of  the  Federal  Phosphorus  Co., 
Anniston,  Ala.? 

Answer.  Indirectly.  I  have  heard  of  their  work,  but  I  want  to  say  that  I 
know  practically  nothing  about  the  electric-furnace  operation  at  Anniston.  I 
wish  also  to  say  that  I  made  it  clear  at  the  time  I  read  these  statements  regard- 
ing the  nitrogen  industry  that  my  information  as  used  in  this  memorandum 
came  practically  exclusively  from  the  authority  which  I  named. 

Question.  That  is  Ernst? 

Answer.  Ernst. 

Question.  Now,  you  kept  in  touch  by  reading  the  literature  and  through  your 
personal  contact  with  representatives  of  the  different  companies  interested  in 
this  problem? 

Answ^er.  Yes.  For  instance,  Doctor  Cottrell,  who  is  head  of  the  Fixed  Nitro- 
gen Research  Laboratory  here  in  Washington  is  a  very  old  friend  of  mine,  and 
I  have  often  talked  with  him  about  the  problem  of  nitrogen  fixation,  not  re- 
cently but  some  years  ago ;  and  I  have  generally  kept  in  touch  with  the  develop- 
ments in  that  industry. 

Question.  Doctor,  you  know  as  well  as  I  do,  don't  you,  that  the  largest  con- 
cerns, investing  large  sums  of  money  in  research  in  the  development  of 
processes  of  manufacture  do  not  ordinarily  publish  their  findings,  do  not  ordi- 
narily put  them  in  the  newspapers  or  spread  them  around  promiscuously? 

Answer.  My  sources  of  informtion  are  not  the  kind  that  you  describe. 

Question.  If  the  Anaconda  Copper  Mining  Co.  were  to  develop  a  new  method 
for  the  manufacture  of  any  of  their  products,  that  w^as  based  upon  study 
and  expenditures  of  large  sums  of  money  in  research,  you  would  not,  as  its 
representative,  go  out  and  tell  your  brother  scientific  men,  chemists,  and  other 
competing  concerns  about  it,  would  you? 

Answer.  We  often  do. 

Question.  But  you  don't  disclose  the  new  processes  that  you  are  contemplating 
using  or  have  tested  out  and  found  advantageous  to  your  business? 

Answer.  No. 

Question.  So  that  you  have  not  actually  kept  pace  or  had  knowledge  of  the 
methods  of  manufacture  that  have  been  developed  and  are  now  being  developed 
by  the  larger  concerns  interested  in  this  problem? 

Answer.  No ;  not  personal  knowledge,  no. 

Question.  I  understand  your  own  knowledge  is  based  upon  the  investigation 
that  you  made  for  the  Anaconda  Copper  Mining  Co.  at  the  time  that  you  have 
specified,  plus  what  reading  you  have  done  and  the  contacts  with  people  in  the 
field  that  you  have  mentioned? 

Answer.  Yes. 

Question.  And  no  greater  than  that? 

Answer.  No. 

Mr.  Forbes.  That  is  all  for  me  unless  Mr.  Wheeler  wants  to  ask  a  question 
or  two. 

The  Witness.  I  might  add  a  little  to  that,  if  I  might,  and  that  is  that  my 
knowledge  of  electric-furnace  operations  is  not  of  a  purely  experimental  nature. 
That  is  to  say,  we  had  only  an  experimental,  small  experimental,  furnace  for 
the  production  of  phosphoric  acid,  but  for  the  production  of  ferromanganese 
we  constructed  five  3,000-kilowatt  furnaces  at  a  cost  of  about  $500,000,  and  we 
did  a  great  deal  of  work  with  these  large  furnaces,  or  one  of  them  anyway,  in 
an  attempt  to  adapt  it  to  various  electric-furnace  operations.  For  example,  we 
made  some  carbide  and  we  made  some  ferrosilicon.  We  made  other  electric- 
furnace  products  on  a  large  scale,  and  therefore  we  had  an  opportunity  to  see 
how  the  operation  in  economy  of  the  large  furnace  compared  with  tile  small 
furnace,  and  as  a  result  of  that  work  I  feel  quite  confident  that  the  results 
that  we  got  in  this  little  phosphate  furnace,  or  phosidioric-acid  furnace,  were 
substantially  the  same  as  the  results  that  we  would  get  In  a  large  furnace. 
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By  Mr.  Forbes: 

Question.  That  suggests  another  question.  Did  you  know  that  chronium  is 
being  added  to  the  extent  of  12  per  cent  in  the  manufacture  of  steel  reinforcing 
bars? 

Answer.  I  knew  that  it  was  receiving  some  such  application. 

Question.  And  you  know  that  there  is  a  firm  right  over  here  in  Baltimore 
that  is  now  manufacturing  such  ba;"s ;  that  the  engineering  profession  is  greatly 
enthused  over  the  new  product? 

Answer.  No ;  but  I  think  it  is  quite  likely. 

Question.  You  will  admit  that  if  there  were  such  a  market  for  chronium  as 
that  that  the  consumption  of  chromium  would  be  multiplied  many  times? 

Answer.  Yes ;  but  I  don't  think  that  it  would  greatly  change  the  situation  as 
regards  the  Flathead  and  the  use  of  that  power  for  the  making  of  ferrochrome. 

Question.  Well,  the  latter  part  of  that  answer  is  not  responsive,  but  I  will 
let  it  go  in  as  indicating  the  attitude  of  the  witness  toward  the  question. 

Mr.  Keilly.  The  witness  has  a  right  to  qualify  his  answer, 

Mr.  Forbes.  That's  all.    Maybe  Mr.  Wheeler  has  a  question  or  two. 

By  Mr.  Wheesler  : 

Question.  Are  you  familiar  with  the  manufacture  of  caustic  soda  by  the 
electric  process? 

Answer.  Yes ;  I  have  some  information  on  that. 

Question.  You  are  not  personally  acquainted  with  the  manufacture  of  that 
material,  so  that  you  have  direct  information? 

Answer.  I  never  operated  a  caustic-soda  plant. 

Question.  You  know  that  caustic  soda  is  made  by  the  electric  process? 

Answer.  Yes. 

Question.  Do  you  know  how  much  caustic  soda  is  manufactured  in  the  United 
States  in  a  year? 

Answer.  No ;  I  do  not. 

Question.  Do  you  know  how  much  horsepower  is  used  per  ton  of  caustic  soda? 

Answer.  No. 

Question.  Do  you  know  how  much  bleaching  powder  is  made  by  the  electric 
process  ? 

Answer.  I  don't  think  any  bleaching  powder  is  made  by  the  electric  process. 
The  electric  process  makes  chlorine,  which  may  possibly  be  subsequently  used 
for  the  production  of  bleaching  powder. 

Question.  Do  you  know  how  much  chlorine  is  made  by  the  electric  process? 

Answer.  No ;  but  I  dare  say  that  practically  all  the  chlorine  that  is  made  in 
the  United  States  is  made  in  that  way. 

Question.  And  that  amounts  to  how  many  tons  a  year? 

Answer.  I  could  not  say  offhand. 

Question.  Would  you  say  that  it  did  not  amount  to  104,000,000  pounds? 

Answer.  No :  I  could  not  say  that.     It  might  amount  to  that  much. 

Question.  Chlorine  gas,  or  chlorine,  is  the  basis  for  making  poison  gas  used 
in  war.  too,  Isn't  it? 

Answer.  I  believe  so. 

Question.  And  caustic  soda  and  chlorine  and  synthetic  hydrogen  all  come 
from  one  process,  do  they  not? 

Answer.  Yes. 

Question.  Isn't  metallic  sodium  made  by  the  electric  process? 

Answer.  I  believe  it  is. 

Question,  Can  it  be  made  cheaper  that  way  than  any  other  way? 

Answer.  I  think  so. 

Question.  Is  potassium  chlorate  made  by  the  electric  process? 

Answer,  I  can't  say  as  to  that. 

Question,  You  don't  know? 

Answer.  I  believe  very  likely  it  is. 

Question.  You  are  not  sure  that  the  entire  commercial  supply  of  potassium 
chlorate  is  not  made  by  the  electric  process,  are  you? 

Answer,  No ;  but  I  think  very  likely  it  is  made  by  the  electric  process,  either 
directly  or  by  the  use  of  the  chlorine  which  results  from  the  disposition  of  salt 
elect  rolytically. 
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Question.  And  ferromanganese  you  have  said  can  be  made  by  the  electric- 
process?  • 

Answer.  It  is  partly  made  by  the  electric  process,  yes ;  althoiigh  manganese 
alloys  are  also  made  in  blast  furnaces. 

Question.  Is  ferrosilicon  made  by  the  electric  process? 

Answer.  In  the  electric  furnace. 

Question.  Ferrochromium  you  have  already  stated  is  made  entirely  in  that 
way? 

Answer.  Yes,  sir. 

Question.  And  ferronickel,  is  that  made  by  the  electric  process? 

Answer.  I  couldn't  say. 

Question.  Is  ferrotungsten  made  by  the  electric  process? 

Answer.  I  don't  know. 

Question.  Is  ferromolybdenum  made  by  the  electric  process? 

Answer.  I  couldn't  say. 

Question.  Is  ferrovanadium  made  by  the  electric  process? 

Answer.  I  will  have  to  confess  my  ignorance. 

Question.  Is  ferrouranium  made  by  the  electric  process? 

Answer.  I  don't  know. 

Question.  Were  your  investigations  into  the  manufacture  of  aluminum  for 
the  Aanaconda  Copper  Co.  or  for  the  Aluminum  Co.? 

Answer.  For  the  Anaconda  Copper  Co. 

Question.  They  do  not  make  aluminum  now? 

Answer.  No. 

Question.  The  process  you  have  described  in  this  sheet,  or  rather,  that  you 
have  used  in  arriving  at  the  cost  on  your  Exhibit  4,  for  the  manufacture  of 
nitrogen  is  the  air-fixation  process,  isn't  it?  And  the  air-fixation  process  is 
rapidly  going  out  of  use,  isn't  it? 

Answer.  No ;  those  are  not  air-fixation  figures ;  those  are  based  on  the  direct 
synthetic  process  for  making  ammonia,  using  electrolytic  hydrogen — the  upper 
part  of  the  table — and  the  lower  part,  the  same  process,  using  water-gas 
hydrogen. 

Question.  Sixteen  thousand  kilowatt-hours  is  the  amount  of  electricity  re- 
quired  to  make  a  ton  of  fixed  nitrogen? 

Answer.  Per  year. 

Question.  By  the  air-nitrogen  process? 

Answer.  You  mean  by  the  arc  process? 

Question.  The  air  nitrogen,  such  as  they  plan  to  use  down  in  Muscle  Shoals? 

Answer.  No :  I  think  it  takes  very  much  more  power  than  that. 

Question.  Then  what  process  is  this  that  you  used  here?  You  didn't 
describe  that  fully,  I  think. 

Answer.  It  says  on  the  memorandum  there,  does  it  not? 

Question.  Well,  do  you  remember  what  it  says? 

Answer,  I  have  a  copy  of  it  here.     [Examining  a  paper.  1 

Mr.  Forbes.  I  suggest.  I  would  like  to  have  the  witness  state  his  recollection. 

Answer.  I  am  afraid  I  was  a  little  remiss  in  writing  out  this  memorandum, 
but  I  thought  it  was  understood  by  what  I  said  that  the  process  outlinetl  here 
is  the  process  of  fixation  of  nitrogen  by  direct  synthesis,  using  electrolytic 
hydrogen  at  Flathead  and  using  water-gas  hydrogen  in  West  Virginia  and 
Illinois.  The  memorandum  really  should  be  taken  in  connection  with  the 
explanation  that  I  made  at  the  time  it  was  presented. 

By  Mr.  Wheeler: 

Question.  This  was  not  the  same  as  the  process  used  for  obtaining  hydrogen 
by  the  electrolysis  of  water? 

Answer.  Yes. 

Question.  Don't  you  get  any  other  products,  by-products,  in  making  hydrogen 
by  the  electrolysis  of  water? 

Answer.  You  get  oxygen. 

Question.  What  about  the  manufacture  of  caustic  soda?  That  is  electrolysis 
of  water,  isn't  it? 

Answer.  Well,  whenever  you  manufacture  caustic  soda  you  always  speak  of 
the  hydrogen  evolved  as  by-product  hydrogen  and  not  as  electrolytic  hydrogen. 

Question.  It  is  by  electrolysis? 

Answer.  It  is  electrolysis;  yes,  of  course. 

Question.  Is  there  more  than  one  process  for  electrolytic  zinc? 

Answer.  There  is  only  one  in  commercial  use. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3923 

Question.  Is  there  any  reason  why  the  American  Smelting  &  Refining  Co.  can 
not  make  electrolytic  zinc? 

Answer.  Not  at  all.     In  fact,  they  are  designating  a  plant  now  for  that. 

Question.  Are  you  familiar  with  the  deposits  of  phosphate  rock  in  Tennessee? 

Answer.  No. 

Question.  Do  you  know  of  any  reason  why  it  should  cost  more  to  mine  phos- 
phate rock  in  Montana  than  it  does  in  Tennessee? 

Answer.  Well,  I  just  said  that  I  didn't  know  anything  of  the  conditions  in 
Tennessee.  Of  course,  I  know  in  a  general  way  that  most  of  the  Tennessee 
mines  are  open-cut  mines,  while  the  mines  in  Montana  are  undeground  vein 
mines.  A  vein  mine  is  nearly  always  more  expensive  to  mine  from  than  an 
open  pit. 

Question.  But  you  are  not  an  expert  on  that? 

Answer.  No ;  I  am  not,  not  from  personal  knowledge.  I  am  morally  certain, 
■but  I  haven't  actually  been  there. 

Question.  If  mauxite  was  available  to  the  Flathead  site,  aluminum  could  be 
made  there  commercially,  could  it  not? 

Answer.  If  it  were  available  at  a  sufficiently  low  price,  provided  that  at  the 
same  time  there  was  a  sufficiently  cheap  source  of  electrodes  or  electrode 
carbon. 

Mr.  WHEEr>ER,  That's  all. 

Mr.  Dixox.  Mr.  Kelly,  have  you  any  more  questions  to  ask  Mr.  Laist? 

Mr.  KEI.LY.  No. 

(Witness  excused.) 

Mr.  Forbes.  Mr.  Kelly,  could  I  ask  that  Mr.  Ernst's  book  on  fixation  of 
atmospheric  nitrogen,  to  which  this  witness  has  referred,  be  made  a  part  of  the 
■official  record? 

Mr.  Kelly.  Yes. 

]\Ir.  Forbes.  What  number  is  that? 

Mr.  Kelly,  It  will  be  No.  6,  I  believe.  It  will  be  your  exhibit.  I  am  not 
offering  it. 

Mr.  Forbes.  All  right.     Make  it  Wheeler  Exhibit  23. 

Mr.  Bonner.  Will  you  furnish  us  with  a  copy  of  it? 

Mr.  Forbes.  Yes. 

Mr.  DixoN,  We  will  call  Mayor  Harbert,  of  Poison.  Mont.  He  wants  to 
testify  independently,  I  as  understand  it.     Does  he  appear  for  you,  Mr,  Kelly? 

Mr.  Kelly.  No. 

Whereupon, 

James  H.  Harbert  took  the  stand  as  a  witness  in  behalf  of  certain  interests 
in  Montana,  was  examined,  and  testified  as  follows: 

Direct  examination  by  Mr.  Dixon  : 

Question.  State  your  full  name. 

Answer.  James  H.  Harbert,  Poison,  Mont. 

]Mr.  Chairman,  I  would  like  to  make  the  request  that  all  the  resolutions  that 
have  been  sent  to  the  Federal  Power  Commission  concerning  the  application  of 
either  Mr.  Wheeler  or  the  Rocky  Mountain  Power  Co.  be  incorporated  in  the 
record. 

Question.  All  of  the  resolutions? 

Answer,  All  of  the  resolutions  that  have  been  sent  to  the  Federal  Power 
Commission. 

Question.  By  whom? 

Answer.  Well,  by  the  people  of  Montana,  commercial  clubs,  cities,  and  so 
forth,  I  haven't  got  them  here,  but  your  executive  secretary  has  these  resolu- 
tions. They  have  been  sent  to  him,  a  good  many  of  them,  and  I  would  like  to 
have  them  incoi-porated  in  the  record. 

Question,  How  many? 

Answer,  All  of  the  resolutions. 

Question.  About  how  many  are  there? 

Mr,  Forbes.  If  the  chairman  please,  I  would  have  to  object,  unless  I  have  an 
opportunity  to  cross-examine  those  who  produced  the  resolutions,  to  find  out 
just  how  they  came  to  be  passed  and  who  influenced  their  passage.  I  don't 
think  that  putting  them  in  in  this  secondhanded  way  would  be  good  evidence, 

Mr.  Dixon.  We  will  pass  that  over  until  the  full  commission  is  present.  1 
don't  want  to  pass  on  it. 
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The  Witness.  I  will  say,  Mr.  Chairman,  that  these  resolutions 

Mr.  Dixon.  They  are  both  protests  and  indorsements? 

The  Witness.  We  want  them  all  introduced,  Mr.  Chairman,  either  for  or 
against  these  applicants.    We  want  them  all  put  in. 

Mr.  Dixon.  They  will  all  be  included,  both  favorable  and  against,  for  infor- 
mation only. 

Mr.  Forbes.  May  I  ask  counsel  for  the  commission  to  tell  me  just  what  status 
that  would  have? 

Mr.  Brown.  To  be  given  such  weight  as  the  commission  might  later  decide 
should  be  given  them. 

Mr.  Forbes.  With  such  a  ruling  they  might  as  well  go  in  as  exhibits  and 
part  of  the  official  proceedings.    There  is  no  difference  that  I  can  see. 

Mr.  Brown.  Do  you  still  object? 

Mr.  Forbes.  Yes.  I  don't  know  what  they  consist  of,  and  I  don't  think  it  is 
orderly  to  put  in  expressions  of  opinion.  I  think  counsel  should  at  least  be 
given  an  opportunity  to  examine  and  read  them.     I  don't  know  what  they  are. 

Mr.  Dixon.  We  will  pass  that  question  until  a  fuller  commission  is  here. 

The  Witness.  I  will  also  present  my  credentials  to  the  commission  here,  and 
I  would  like  to 

Mr.  Dixon.  You  offer  your  credentials  as  an  exhibit? 

Answer.  Yes. 

Mr.  Dixon.  Without  objection,  they  will  be  received. 

The  Witness.  And  I  have  some  more  letters  that  I  would  like  to  have 
included  In  the  record. 

Mr.  Dixon.  Hadn't  you  better  read  those,  Mr.  Harbert? 

The  Witness.  These  resolutions,  I  was  going  to  enumerate  them. 

Mr.  Dixon.  Are  they  all  the  same  general  tenor? 

The  Witness.  Yes;  they  are  authorizations  from  several  bodies  which  I  will 
enumerate  when  I  start  speaking. 

Mr.  Forbes.  I  understand  these  authorizations  are  directed  to  the  witness? 

Mr.  Dixon.  W^ho  represents  certain  boards,  bodies — I  don't  know  what  they 
are* 

The  Witness.  And  I  will  say  that  on  October  2  I  wrote  a  letter 

Mr.  Dixon.  Now,  Mr.  Harbert,  let  me  suggest  that  you  tirst  enumerate  the 
organizations  which  have  authorized  you  to  appear  here  as  their  representative 
from  Montana. 

The  Witness.  The  Poison  Kiwanis  Club,  the  Poison  City  Council,  the  Lake 
County  Bankers'  Association,  the  Missoula  Chamber  of  Commerce,  the  Western 
Montana  Development  League,  the  Hamilton  Chamber  of  Commerce,  a  petition 
signed  by  90  per  cent  or  more  of  the  business  men  of  Pablo,  Charlo,  Dixon,. 
Alberton,  Superior,  and  Big  Fork. 

On  October  2  I  addressed  a  questionnaire  to  the  mayors  of  the  different  com- 
munities that  are  served  by  the  Rocky  Mountain  Power  Co.  in  Montana  in  the 
following  language 

Mr.  Dixon.  The  Rocky  Mountain  or  the  Montana  Power  Co.? 

The  Witness.  The  Montaiui  Power  Co.     The  questionnaire  reads : 

"Dear  Mr,  Mayor:  Please  advise  me  whether  or  not  you  ai-e  satisfied  with 
the  rates  and  service  rendered  your  community  by  the  Montana  Power  Co.,  and 
greatly  oblige." 

I  received,  I  don't  know  how  many,  something  like  15  answei-s,  and  I  want 
to  have  them  incorporated  in  the  record,  all  the  answers  that  I  received. 

Mr.  Dixon.  Is  there  any  objection  to  that? 

Mr.  Forbes.  Fii-st,  I  would  liketo  know  the  purpose  of  the  exhibits. 

Mr.  Harbert.  The  purpose  of  that  is  to  show  'that,  as  stated  in  the  lettei-s. 
these  communities  ai-e  satisfied  with  the  senice  and  rates  rendered  to  their 
communities  by  the  Montana  Power  Co. 

Mr.  Gkorud.  May  I  ask  a  question?  Did  you  incoriiornte  in  your  re(piest 
what  the  Indians  would  get? 

'i'he  Witness.  No;  there  is  a  copy  of  a  letter  written  to  all  of  them. 

Mr.  Gkorud.  Did  you  su.spect  that  the  commission  would  be  infiueiued  by  this? 

Answer.  I  wanted  to  get  an  expression  of  those  iieople.  whother  they  are 
satisfied  with  the  rates  and  services.  It  siK-aks  for  itself.  [Handing  the  papers 
to  Mr.  Grorud.] 

Mr.  Bonner.  Can  we  identify  these  credentials,  Mr.  Harbert,  as  Exhibit  1? 

The  Witness.  Yes. 

Mr.  Bonner.  A«  I  understand  it.  you  arc  representiug  the  Montana  Business 
Association  ? 

Answer.  The  Western  Montana  Development  League. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3925 

Mr.  Bonner.  That  is  one  of  the  organizations  you  represent? 

Answer.  Yes,  sir. 

Mr.  Bonner.  Isn't  one  of  the  bodies  you  represent  the  Western  Montana 
Business  Association? 

Answer.  The  Western  Montana  Development  League. 

Mr.  Dixon.  There  is  a  Western  Montana  Business  Association,  I  think. 

Mr.  Henshaw.  Is  the  Western  Montana  Development  League  an  organization 
com  pissed  of  these  various  chambers  of  commerce? 

Answer.  It  is. 

Mr.  Henshaw.  Which  individually  you  also  represent? 

Mr.  Bonner.  That  is  the  primary  body  you  represent? 

Answer.  Yes. 

Mr.  Bonner.  Then,  Mr.  Chairman,  will  we  identify  as  Exhibit  No.  1  the 
letters  which  Mr.  Harbert  has  filed,  giving  his  credentials  to  represent  not  only 
the  Development  League  but  the  comix>nent  members  of  that  league? 

Mr.  Dixon.  I  think  that  is  the  right  identification. 

The  Witness.  Now,  as  to  this  questionnaire  that  I  sent  out 

Mr.  Dixon.  That  was  the  one  you  objected  to? 

Mr.  Forbes.  No  ;  I  merely  wanted  to  know  what  the  purpose  was  in  offering 
it.    I  have  no  objection  if  the  gentleman  wants  to  put  it  in. 

The  Witness.  The  purpose  is  to  show  the  standing  of  the  Rocky  Mountaa 
Power  Co.  in  the  communities  which  it  serves  in  Montana.    That  is  the  purpose. 

Mr.  Dixon.  Then  they  will  be  admitted  for  whatever  weight  the  commission 
may  see  fit  to  give  them,  as  Exhibit  No.  2. 

Mr.  Bonner.  By  the  Western  Montana  Development  League? 

Mr.  Dixon.  No  ;  I  think  this  would  be  by  Mayor  Harbert.  of  Poison,  himself. 
That  is  an  individual  communication  to  him  and  applies  to  you  individually? 

The  Witness.  Yes. 

Mr.  Dixon.  Now,  you  may  proceed. 

The  Witness.  In  behalf  of  these  organizations  I  desire  to  address  myself 
to  your  honorable  body.  The  organizations  and  others  that  I  have  enumerated 
have  requested  me  to  represent  them  at  this  hearing,  and  I  am  submitting  cre- 
dentials to  that  effect,  which  I  have  handed  to  your  secretary  to  be  included 
in  the  record. 

For  about  three  minutes,  Mr.  Chairman.  I  w^ant  to  advert  to  the  Flathead 
project,  inasmuch  as  it  is  closely  interwoven. with  the  power  development. 

Mr.  Dixon.  You  are  referring  to  the  Flathead  irrigation  project? 

The  Witness.  The  Flathead  irrigation  project.  As  far  back  as  11)10  the 
l>€ople  of  Poison  as  well  as  the  citizens  of  the  other  communities  on  the  Flat- 
head project  have  been  eagerly  looking  forward  each  year  to  the  development 
of  the  power  sites  on  Flathead  River  in  Lake  County.  The  prospect  of  getting 
abundant  power  at  reasonable  rates  for  all  purposes  were  the  factors  that  led 
them  to  hope  for  this  development. 

No  less  has  been  the  interest  of  the  unit  holders  holding  lands  within  the  Flat- 
head project.  I  feel  that  a  recital  of  all  the  events  that  have  contributed  in 
delaying  this  development  would  be  wearisome  and  useless  at  this  time.  How- 
ever, now  that  the  Federal  Power  Commission  act  has  been  enacted  into  law 
and  embodies  the  best  thought  and  practice  on  the  subject  of  hydroelectric 
development  on  public  lands  and  represents  the  crystallization  and  culmination 
of  all  effort  of  the  past,  the  way  now  seems  to  be  paved  for  taking  the  necessary 
steps  looking  toward  the  construction  of  the  power  sites  on  Flathead  River  at 
an  early  date. 

It  is  now  about  20  years  since  the  Flathead  Reservation  was  opened  to 
settlement.  Men  and  women  were  lured  to  migrate  to  the  Flathead  by  reason 
of  an  exceptionally  mild  climate  for  a  district  situated  as  far  north.  They 
were  lured  to  cast  their  lot  there  on  account  of  the  scenic  beauty  and  grandeur 
so  rampant  in  this  mountainous  region.  They  were  lured  to  settle  there 
because  of  the  fertility  of  the  soils  and  the  prospect  of  getting  water  at  an 
early  date  to  irrigate  their  lands.  They  were  lured  to  settle  in  that  territory 
because  of  the  prospects  of  securing  hydroelectric  power  on  reasonable  terms 
to  light  their  homes  and  to  relieve  the  drudgery  and  burdens  incident  to  house- 
work and  to  provide  energy  for  other  expensive  methods  of  operating  their 
pumps  and  farm  machinery. 

Dry-farming  methods  of  the  irrigable  areas  was  a  hazardous  undertaking 
during  seasons  of  light  rainfall  when  irrigation  water  was  not  available.  How- 
ever, the  prospects  of  enjoying  the  benefits  incident  to  an  irrigated  farm  when 
crop  failure  could  not  obtain,  and  with  the  prospects  of  good  roads  and  good 
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schools,  were  some  of  the  outstanding  factors  that  induced  people  to  settle 
upon  the  Flathead  project.  They  were  willing  to  suffer  the  hardships  and 
privations  incident  to  pioneer  life,  but  with  an  unfaltering  confidence  that  they 
would  live  to  see  their  dreams  realized,  that  the  Government  would  promptly 
carry  out  its  contracts,  implied  and  otherwise,  and  with  the  knowledge  that  they 
could  rear  their  families  in  comfort  and  give  them  such  advantages  that  they 
liad  always  hoped  for. 

However,  representatives  of  the  irrigation  districts  are  testifying  at  this 
hearing  and  they  will  speak  for  themselves.  In  view  of  the  fact  that  for  five 
years  I  was  president  of  the  Flathead  Irrigation  Association  prior  to  the 
creation  of  the  irrigation  districts  and  because  of  my  deep  concern  in  the  welfare 
of  the  settlers  on  that  project  I  have  briefly  brought  to  your  attention  s<jnie 
of  the  problems  which  have  confronted  them  in  their  endeavors  to  carve  out  a 
home. 

I  want  to  advert  to  Walter  H.  Wheeler,  of  Minneapolis,  who  has  an  applica- 
tion before  the  Federal  Power  Commission  for  a  preliminary  permit  for  36 
months  to  do  reconnaissance  work  as  stipulated  in  the  Federal  Power  Commis- 
sion act.     In  this  application  Mr.  Wheeler  states  that — 

"  It  is  the  intention  of  the  applicant  to  develop  the  power  as  fast  as  market 
conditions  and  circumstances  warrant  from  time  to  time  until  full  development 
is  reached  as  provided  in  agreement  between  the  applicant  and  the  Flathead 
Confederated  Tribes  of  Indians,  copy  of  which  is  hereto  attached  and  marked 
*  Exhibit  J.'  " 

It  is  evident  that  Mr.  Wheeler  has  no  immediate  prospects  for  power  uses, 
S.S  his  application  seems  to  be  based  on  contingent  propositions.  A  spirit  of 
vagueness  and  uncertainties  seems  to  permeate  his  whole  application,  and  is 
altogether  too  indefinite  to  inspire  confidence  in  those  who  look  forward  to 
speedy  development.  The  application  is  lacking  in  definite  conclusions.  It  is 
decidedly  one-sided,  and  to  the  ordinary  layman  the  conditions  cited  can  not  be 
seriously  considered. 

Section  5  of  Mr.  Wheeler's  application  recites  language  as  follows,  to  wit: 

"  The  location  and  capacity  of  all  power  projects  owned  or  operated  by  the 
applicant,  the  markets  supplied  thereby,  and  relation  thereof  to  the  power  ap- 
plied for  are  briefly  described  as  follows." 

His  answer  is  "  There  are  none."  An  isolated  operator  would  undoubtedly 
be  at  a  great  disadvantage  in  disposing  of  large  blocks  of  power,  especially  in  a 
field  that  is  already  served  by  a  large  company  with  ample  resources.  It  would 
appear  to  be  unwise  and  hazardous  to  risk  prospects  of  development  by  any 
agency  that  did  not  have  a  history  of  achievements  and  lacked  the  main  essen- 
tials that  should  form  the  background  for  guarantees,  insuring  to  the  public  a 
measure  of  service  commensurate  to  the  aims  and  purposes  set  forth  in  the 
Federal  Power  Commission  act. 

I  now  want  to  advert  to  the  lease  made  between  Mr.  Wheeler  and  the  Con- 
federated Tribes  of  Indians  recorded  in  the  Lake  County  records  on  May  16, 
1928,  which  I  assume  is  Exhibit  J,  referred  to  by  Mr.  Wlieeler  in  his  lease  with 
the  Flathead  Confederated  Tribes  of  Indians. 

I  particularly  want  to  call  your  attention  to  the  following  clause  in  Exhibit  J, 
to  wit : 

"  The  said  Flathead  Confederated  Tribes  of  Indians  hereby  expressly  agree 
to  save  the  said  Walter  H.  Wheeler  harmless  from  any  and  all  claims  of  every 
kind  and  nature  whatsoever,  including  also  any  and  all  charges  or  claims 
which  may  be  charged  or  assessed  by  the  Federal  Power  Commission,  the 
Bureau  of  Indian  Affairs,  or  otherwise,  by  reason  of  said  development  and  use 
of  any  all  of  the  said  demised  lands,  premises,  water  rights,  power  riglits, 
flowage  rights,  dam  sites,  power-plant  sites,  and  rights  of  way." 

It  appears  Mr.  Wheeler  is  asking  that  he  be  relieved  from  paying  damages 
of  every  kind  and  character  caused  by  his  own  neglect  and  failure  and  other- 
wise. The  above  clause  in  Mr.  Wheeler's  agreement  with  the  Federal  Con- 
federate<l  Tribes  of  Indians  seems  to  be  in  direct  conflict  with  the  provision 
of  C,  page  27,  Rules  and  Regulations,  Federal  Power  Commission,  which  reads 
as  follows,  to  wit: 

'•  Each  license  hereunder  shall  be  liable  for  all  damages  occasioned  to  the 
property  of  others  by  the  construction,  maintenance,  or  operation  of  the  project 
works,  or  of  the  works  appurtenant  or  accessory  thereto,  constructed  under 
the  license,  and  in  no  event  shall  the  United  States  be  liable  therefor,  etc." 

Mr.  Wheeler  has  written  letters  to  numerous  chambers  of  commerce,  com- 
mercial clubs,  and  so  forth,  in  Montana  asking  "if  they  knew  of  any  large 
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companies,  muuieipalities,  or  others  who  might  be  interested  in  a  contract  for 
power  at  a  favorable  price." 

It  is  quite  evident  that  Mr.  Wheeler's  application  is  predicated  on  his  ability 
to  find  in  the  future  a  market  for  the  power. 

Paragraph  4  of  his  application  reads  in  part  as  follows,  to  wit : 

'*  It  is  the  intention  of  the  applicant  to  develop  the  power  as  market  condi- 
tions and  circumstances  warrant  from  time  to  time  until  full  development  is 
reached,  as  provided  in  agreement  between  the  applicant  and  the  Flathead 
Confetlerated  Tribes  of  Indians,  copy  of  which  is  hereto  attached  and  marked 
•  Exhibit  J.'  " 

Mr.  Wheeler  visited  Poison  May  11,  1928,  and  appeared  before  the  chamber 
of  commerce  and  gave  expression  to  indefinite  plans.  I  feel  obliged  to  state 
that  Mr.  Wheeler  did  not  receive  very  much  consideration  from  the  local 
chamber.  Mr.  Wheeler  held  out  no  hopes  for  early  consti-uction  and  carried 
the  impression  that  if  his  application  for  preliminary  permit  was  granted  the 
time  allotted  to  do  such  work  would  be  taken  advantage  of  to  find  a  market 
for  the  power.  He  suggested  that  such  delay  would  be  justifiable,  as  it  was 
his  intention  to  bring  industries  close  to  the  scene  of  the  power  sites ;  how- 
ever, he  failed  to  favorably  impress  those  present,  as  no  intimation  was  given 
concerning  the  nature  of  the  enterprise.  He  refused  to  disclose  who,  if  anyone, 
he  represented  and  where  the  capital  was  coming  from  to  finance  the  under- 
taking. Mr.  Wheeler  stated  that  local  sentiment  would  be  a  factor  with  the 
Federal  Power  Commission  in  coming  to  a  decision.  He  also  stated  that  if 
such  local  sentiment  was  with  the  Rocky  Mountain  Power  Co.  that  he  w^ould 
withdraw  from  the  contest.  It  is  clear  that  such  sentiment  is  not  with  Mr. 
Wheeler,  but  he  still  persists  to  be  heard  in  the  matter. 

Mr.  Wheeler  agrees  to  pay  the  Indians  $1.50  per  kilowatt  per  annum  for  the 
use  of  the  power  sites.  It  is  highly  improbable  that  the  Indians  will  receivt 
anything  for  rentals  for  years  to  come.  It  is  certain  that  they  may  expect  noth- 
ing in  the  way  of  rentals  for  six  years  from  the  date  of  issuance  of  the  pre 
liminary  permit,  and  the  amount  they  will  receive  after  that  appears  to  be 
problematical. 

Section  10,  subdivision  (c),  of  the  Federal  Power  Commission  act  contains 
a  provision  as  follows,  to  wat :  "  Provided,  That  when  licenses  are  issued  in- 
volving the  use  of  Government  dams  or  other  structuTes  owned  by  the  United 
States  or  tribal  lands  embraced  within  Indian  reservations  the  commission 
shall  fix  a  reasonable  annual  charge. for  the  use  thereof,  and  charges  may  be 
readjusted  at  the  end  of  20  years  after  the  beginning  of  operations,  and  at 
periods  of  not  less  than  10  years  thereafter  in  a  manner  to  be  described  in 
each  license."  The  foregoing  provision  fully  protects  the  Indian  and  gives 
him  full  advantage  of  any  enhancement  that  may  take  place  from  time  to  time. 

The  Rocky  Mountain  Power  Co.  is  asking  for  a  lease  to  develop  the  5-power 
site  No.  1  on  Flathead  River,  having  already  performed  the  necessary  prelimi- 
nary work  in  conformity  with  the  requirements  of  the  Water  Power  Commis- 
sion, and  thereby  saving  the  36  months  that  Mr.  Wheeler  is  asking  for  in  his 
application  for  a  preliminary  permit. 

The  Rocky  Mountain  Power  Co.  has  already  expended  thousands  of  dollars 
in  making  surveys,  drilling  test  holes,  and  doing  other  priority  work,  showing 
good  faith  upon  their  part.  Their  ability  to  finance  this  undertaking  has  never 
been  questioned. 

Section  4  of  their  application  clearly  sets  forth  the  purposes  for  which  it  is 
intended  to  use  the  energy  developed.  The  Montana  Power  Co.,  the  parent  body 
of  the  Rocky  Mountain  Power  Co.,  is  now  serving  over  100  communities,  large 
and  small,  in  Montana.  The  present  supply  of  energy  generated  by  this  com- 
pany is  inadequate  to  care  for  its  own  requirements. 

The  Rocky  Mountain  Power  Co.,  being  a  subsidiary  corporation  of  the  Mon- 
tana Power  Co.,  wull  be  in  a  unique  position,  because  of  its  tie-up  with  a  great 
interlocking  system  which  must  have  some  advantage  over  a  single  unit  of 
development.  Such  correlation  must  necessarily  be  reflected  in  a  substantial 
way  in  rate  making. 

It  is  evident  from  the  information  in  hand  that  the  Rocky  Mountain  Power 
Co.  if  awarded  the  lease  will  vigorously  prosecute  construction  work.  The 
Montana  Power  Co.  is  one  of  Montana's  largest  and  most  outstanding  institu- 
tions and  has  demonstrated  in  a  practical  way  its  ability  to  satisfactorily  serve 
its  patrons.  The  Montana  Power  Co.  is  now  serving  many  of  the  small  unin- 
corporated communities  in  the  State  and  in  many  instances  transmitting  the 
energy  long  distances  and  selling  same  at  a  uniform  price  throughout  the  ter- 
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ritory  it  serves.  A  very  large  nrajotity  of  the  patrons  served  by  this  utility 
are  satisfied  with  the  rates  and  services  as  demonstrated  by  questionnaires 
recently  sent  to  all  communities  receiving  this  service. 

The  brilliant  record  of  this  comi>any  and  its  splendid  achievements  in  caring 
for  the  increasing  demands  made  upon  it  from  time  to  time  has  been  a  source 
of  favorable  comment  and  pride  to  the  people  of  Montana.  This  utility  has 
won  the  confidence  and  respect  of  practically  all  the  citizens  of  the  State. 
There  is  no  disposition  at  this  time  to  swap  horses.  We  are  willing  to  take 
our  chances  with  an  institution  that  has  weathered  all  the  gales  of  the  past 
and  whose  performances  justify  a  continuation  of  this  utility  on  the  largest 
possible  scale. 

The  organizations  and  others  which  I  have  the  honor  to  represent  are  of 
the  opinion  that  it  would  be  unwise  and  unsound  reasoning  to  advocate  the 
proposed  development  by  any  compjiny  other  than  the  Kocky  Mountain  Power 
Co.  The  Montana  Power  Co.  is  essentially  a  home  institution.  Its  stock- 
holders are  numbered  by  the  thousands  throughout  the  State.  The  citizens  of 
Montana  following  every  walk  of  life  have  liberally  subscribed  to  every  bond 
and  stock  issue  placed  l)efore  them  by  this  company.     It  is  a  home  company. 

About  200.000  potential  horsex)ower  is  now  going  to  waste  along  these  power 
sites.  The  economic  loss  to  the  Indians,  unit  holders  on  the  Flathead  project, 
municipalities,  and  others  runs  into  large  figuivs.  There  is  full  justification 
for  the  immediate  development  of  at  least  site  No.  1.  This  is  not  even  a  de- 
batable proposition. 

The  Indians  holding  tribal  rights  on  what  was  formerly  the  Flathead  Indian 
Reservation  are  keenly  interested  in  the  proposed  development  of  the  power 
sites.  A  very  large  percentage  have  signed  petitions  asking  that  these  sites  be 
leased  at  an  early  date  and  preferably  to  the  Rocky  Mountain  Power  Co.  The 
tribal  holdings  of  the  Indians  is  fast  disappearing  and  soon  the  only  source  of 
revenue  available  will  be  the  rentals  derived  from  the  leases  of  the  power  sites. 
The  Indians  are  eagerly  looking  forward  to  this  remaining  source  of  revenue. 
Many  of  them  are  getting  old  and  would  like  to  receive  some  of  the  benefits 
during  their  lifetime  from  this  ownership. 

My  business  is  such  that  opportunity  is  offered  me  to  come  in  daily  contact 
with  many  of  the  Indians,  more  particularly  the  Kootenais,  who  reside  around 
Poison  and  the  west  shore  of  Flathead  Lake.  The  Indians  have  come  to 
realize  the  losses  they  are  sustaining  each  year  by  reason  of  inaction  in  this 
connection.  I  know  that  they  do  not  favor  any  temiwrizing  methods  that  will 
in  any  way  militate  against  earliest  development.  The  Indians  want  the  lease 
money,  and  they  want  it  just  as  soon  as  they  can  possibly  get  it.  I  think  I 
am  in  a  position  to  speak  advisedly  on  this  subject,  due  to  long  years  of  resi- 
dence amongst  them. 

In  concluding  my  remarks  as  spokesman  of  the  various  agencies  I  have  the 
honor  to  represent  I  desire  to  impress  upon  the  commission  the  supreme  impor- 
tance of  earliest  action  that  will  insure  to  the  people  of  western  Montana  the 
benefits  they  have  looked  forward  to  so  many  years,  by  reason  of  the  proiwsed 
development.  It  is  sincerely  hoped  that  any  tactics  that  will  retard  this 
development  and  thus  deprive  the  Indians  on  the  Flathead  project  and  others 
of  the  enjoyment  and  comfort  that  will  follow  in  the  wake  of  this  development, 
will  not  receive  any  consideration  by  the  commission. 

There  never  has  been  a  time  when  the  i>eople  in  western  Montana  have  been 
urgent  in  their  demands  for  immediate  action.  From  the  best  information 
obtainable  the  ends  desired  can  be  l)est  obtained  by  awarding  the  lease  for 
construction  to  the  Rocky  Mountain  Power  Co.,  a  home  company  that  stands 
ready  to  start  construction  work  inime<liately  upon  securing  the  lease. 

Rumors  have  come  to  me  that  an  attempt  will  be  made  at  this  hearing  to 
induce  the  commission  to  incorporate  in  the  contract  to  the  licensee  a  clause 
providing  for  lowering  the  low-water  level  of  the  lake  below  2.080  feet.  I  want 
to  call  your  attention  to  a  congressional  act  approved  August  24,  1012  (37  Stat. 
527),  whif'h  reads  thus: 

"  Provides  an  <»asement  in,  to,  and  over  all  land  bordering  on  or  adjacent  to 
Flathead  Lake,  Montana,  which  lie  below  an  elevation  of  0  feet  above  high- 
water  mark  of  said  lake  for  the  year  1000,  is  hereby  reserved  for  uses  and  pur- 
poses connected  with  storage  for  irrigation  or  development  of  water  iK)wer.  and 
all  patents  hereafter  issued  for  such  lands  shall  recite  said  reservation." 

When  the  villa  sites  around  Flathead  Lake  were  offered  for  sale  each  patent 
containefl  a  provl.shm  I  have  just  mentioned  in  conformity  with  the  act  i)assed 
by  Congress.     The  high-water  mark  of  1000  was  2,803.2,  and  after  adding  the 
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9  feet  recited  in  tlie  act,  the  elevation  would  be  2,902.02.  I  am  confident  that 
if  the  purchasers  of  the  villa  sites  had  been  told  in  advance  that  the  proposed 
power  development  would  permit  lowering  the  lake  even  to  2,980  feet,  that  many 
of  these  sites  w^ould  not  have  been  purchased.  These  sites  were  in  almost  every 
case  sold  for  use  as  summer  homes  to  residents  of  Poison,  Missoula.  Butte, 
Great  Falls,  and  other  citizens  living  in  and  outside  of  the  State.  It  would  be 
most  unfair  to  purchasers  of  these  tracts  to  lower  the  lake  level  below  2,980  feet. 
I  feel  secure  in  the  statement  that  fully  75  per  cent  of  all  the  property  owners 
around  the  lake  would  be  benefited  if  the  lake  levels  could  beheld  to  a  point 
.not  lower  than  2,883  feet. 

Under  date  of  August  22,  1929,  the  report  by  the  chief  of  engineers  of  the 
Federal  Power  Commission,  on  page  5,  states : 

"  The  Flathead  River,  the  outlet  of  the  lake,  discharges  from  what  is  known 
as  Poison  Bay,  at  the  extreme  southern  end.  This  bay  forms  the  harbor  of  the 
town  of  Poison,  and  is  shoal  throughout  its  entire  area,  having  a  depth  in  the 
channel  of  only  5  or  6  feet  at  lower  water  stage," 

In  1910  the  Government  expended  approximately  $4,500  in  deepening  and 
widening  the  channel  in  Poison  Bay.  This  bay  contains  about  30  square  utiles 
of  water  surface.  The  average  depth  of  the  bay  at  elevation  2,980  is  from  6 
to  8  feet,  whereas  the  main  lake  has  a  depth  of  150  feet  or  more.  At  low-water 
stages  navigation  is  very  much  hampered.  There  are  unsightly  shore  lines.  We 
do  not  want  large  areas  of  Poison  Bay  reduced  to  a  frog-pond  state.  Poison 
Bay  is  a  great  asset  to  Poison,  also  to  the  people  living  around  the  lake  shores. 
I  want  the  commission  to  have  my  assurance  and  the  assurance  of  those  I  rep- 
resent that  any  attempt  made  to  lower  the  lake  level  below  2,980  feet  will  meet 
with  violent  opiwsition  and  will  be  resisted  to.  the  utmost.  The  gage  at  Poison 
registered  on  the  day  I  left  that  place,  October  22d  instant,  2,981.6.  The  lake 
is  much  too  low  now  for  navigation  and  large  areas  are  now  exposed  betw^e^n 
high  and  low  water  mark. 

Mr.  Wheeler  stated  on  Wednesday  that  his  plans  for  development  called  for 
lowering  the  lake  level  by  artificial  means  to  2.875  feet.  Speaking  further  on 
this  subject,  I  wish  to  add  that  the  licensee  should  include  in  his  cost  of  con- 
struction the  element  of  damages  that  will  be  sustained  by  proi>erty  owners 
around  the  lake  shore  by  reason  of  the  lowering  of  lake  level  as  contemplated. 

It  has  been  suggested  ro  me  that  there  is  no  navigation  on  Flathead  Lake. 
There  is  navigation  on  the  lake.  At  the  present  time  the  steamer  Klondike  is 
engaged  in  carrying  on  a  general  freight  business.  The  Dewey  Lumber  Co. 
owns  and  operates  a  lumber  mill  at  Poison,  also  operates  a  tug  to  haul  logs  and 
do  other  work  incidental  to  lumber  and  logging  operations.  There  is  also  a 
large  sawmill  and  tie-pickling  plant  at  the  head  of  the  lake  who  operate  several 
tugs  in  connection  with  their  business.  At  the  present  time  plans  are  under  way 
to  ship  the  ore  now^  being  mined  in  the  Hog  Heaven  country  overland  to  Elmo, 
on  the  west  shore  of  Flathead  Lake,  and  thence  shipped  by  boat  to  Poison  to  be 
loaded  on  cars  to  go  to  the  concentrator.  This  industry  gives  promise  of  assum- 
ing large  proportions.  Mining  operations  have  just  started,  and  it  is  probable 
that  in  the  near  future  present  transportation  facilities  on  the  lake  will  be 
entirely  inadequate  to  handle  the  products  mined. 

By  Mr.  Dixon: 

Question.  Where  is  that? 

Answer.  That  is  in  the  Hog  Heaven  country ;  and  I  will  say  it  is  particularly 
predicted  now  that  this  field — that  this  will  eclipse  the  ore  fields  of  Utah.  I 
don't  say  that  is  a  fact,  but  people  freely  predict  that  around  there — that  it 
gives  promise  of  being  an  ore  field  that  won't  be  surpassed  by  the  ore  fields  of 
Utah. 

Mr.  Dixox.  Members  of  this  commission  recognize  our  euphonious  names. 
[Laughter.] 

By  Mr.  Bonxer: 

Question.  Where  is  that  Hog  Heaven  field? 

Answer.  The  Hog  Heaven  field  is  about  15  miles  west  of  Elmo,  and  Elmo 
is  about  18  miles  east,  we  will  say,  on  the  west  shore  of  the  lake. 

The  Anaconda  people  testified  to  the  high-grade  ore  that  is  being  mined 
there. 

The  city  of  Poison  would  suffer  irreparable  damages,  if  level  of  lake  was 
reduced  to  2,875  feet.  The  lake  immediately  in  front  of  Poison  is  shoal,  and 
during  low-water  stages,  as  contemplated  by  Mr.  Wheeler,  large  areas  of  lands 
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would  be  exposed  below  elevation  2,980  feet.  Poison  is  an  incorporated  city 
of  about  1,5CX)  jwpulation.  Many  people  of  means  have  located  in  that  city 
because  of  the  fact  that  it  is  ideally  situated  on  the  south  end  of  the  lake. 

Resolutions  introduced  in  the  State  legislature  from  time  to  time  memorializ- 
ing Congress  to  deepen  the  channel  at  the  outlet  of  the  lake  have  always 
failed  to  pass.  Major  Butler,  when  holding  the  hearing  at  Poison  about  a  year 
ago.  stated  that  navigation  on  Poison  Bay  would  be  protected,  and  gave  assur- 
ance that  nothing  prejudicial  to  the  interest  of  Poison  would  be  done  in  connec- 
tion with  the  power  development.  These  statements  were  greeted  with  great 
applause. 

Before  closing.  I  wish  to  thank  most  heartily  the  Federal  Power  Commission 
for  affording  me  the  opportunity  of  expressing  the  opinions  of  those  I  have  been 
authorized  to  represent  at  this  hearing. 

By  Mr.  Dixox : 
Question.  Have  you  any  further  statement? 
Answer.  I  think  that  is  all. 

By  Mr.  Bonner: 

Question.  Is  that  statement  you  just  read  the  one  designated  as  Exhibit  2? 

Mr.  Dixon.  The  Exhibit  2  was  a  reply.     That  is  part  of  the  record. 

Mr.  Bonner.  He  hasn't  presented  this  yet. 

The  Witness.  I  would  like  to  have  this  incorporated  in  the  record. 

I  think  this  commission  would  like  to  know  how  the  people  who  have  been 
served  by  the  Rocky  Mountain  Power  Co.  would  think  of  that  activity. 

Mr.  Dixon.  I  take  it  that  this  witness  is  not  your  witness? 

Mr.  Forbes.  May  I  cross-examine?  I  would  like  to  ask  the  witness  some 
questions. 

The  Witness.  I  will  be  very  glad  to  answer. 

Cross-examination  by  Mr.  Forbes: 

Question.  AVhat  are  the  minerals  contained  in  this  new  ore  field? 

Answer.  Principally  silver 

Question.  You  say  that  the  representatives  of  the  Anaconda  Co.  have  said 
that  it  is  a  very  fine  mining  property? 

Answer.  Why,  the  fact  that  they  have  gone  in  there  and  spent  a  good  deal  of 
money  to  develop  the  property,  and  it  is  generally  known  to  have  some  high- 
grade  ore.  They  can  testify  for  themselves  and  give  more  expert  testimony 
than  I  can  give.  I  am  not  up  in  metallurgical  propositions.  But  people 
around  there  are  feeling  mighty  good  over  the  development  of  this  ore  fields 
and  we  are  expecting  great  things  by  reason  of  this. 

Question.  Are  you  expecting  great  things  with  the  chance  of  the  Rocky 
Mountain  Power  Co.  getting  the  permit  and  license  to  develop  this  site? 

Answer.  Yes :  we  are  expecting  great  things  there,  based  on  the  past. 

Question.  You  understood,  of  course,  they  are  going  to  develop  the  entire 
site  forthwith? 

Answer.  My  understanding  now  is  they  have  got  the  market  now  for  half  of 
what  can  be  built  on  the  first  site. 

Question.  There  are  &xe  sites,  aren't  there? 

Answer.  There  are  five  sites ;  yes. 

Question.  You  have  been  enthusiastic  at  the  idea  that  you  have  about  200.000 
horespower  developed  from  all  of  the  five  sites? 

Answer.  We  are  enthusiastic  on  the  first  site.  As  far  as  the  other  sites  are 
concerned,  we  don't  know  whether  it  is  practical  to  develop  them  or  not.  I  say 
I  am  not  an  expert  in  these  matters.  I  couldn't  say  now  whether  it  is  practical 
to  develop  those  sites,  but  around  in  the  neighborhood  of  85,000  or  110,(X)0  can 
be  developed,  as  I  understand,  at  site  No.  1. 

Question.  You  referred  to  200,000  in  your  statement.  I  thought  possibly  you 
were  referring  to  the  development  of  the  entire  five. 

Answer.  Well.  I  understand  that  is  what  it  can  develop.  I  am  not  prepared 
to  say  it  would  be  practical  to  develop  all  those  sites.  I  understand  it  would  l)e 
practical  to  develop  at  least  the  first  site  and  the  second  site.  I  think  it  is 
about  46,000  at  the  second  site;  but  the  others  are  small,  16,000  or  18,000— 
apparently  small  sites. 

Question.  You  were  in  the  room  the  other  day  when  Mr.  Ken  siaud:  "My 
judgment  is  that  thesie  sites  are  very  unlikely  to  be  developed,"  after  having 
just  previously  said,  "  It  Is  very  questionable  whether  these  five  sites  ever  can 
be  develope<l "  ? 

Answer.  I  am  not  questioning  that.    That  may  be  so. 
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Question.  So  you  understand  that  the  first  site  might  be  the  only  site  de- 
veloped? 

Answer.  I  think  the  first  and  second — something  like  46,000.  I  don't  know 
but  I  think  it  is  practical  to  develop  the  first  and  second  sites,  but  it  may  not 
be  practical  to  develop  the  other  sites.  I  have  no  information  on  the  proposi- 
tion to  develop  the  second  site.     I  can't  speak  conclusively  on  that. 

Question.  You  referred  to  the  Lake  County  Bankers'  Association. 

Answer.  Yes,  sir. 

Question.  How  many  banks  make  up  that  association? 

Answer.  Why,  all  the  banks  in  Lake  County.     [Laughter.] 

Question.  It  is  almost  100  per  cent,  isn't  it? 

Answer.  Well,  I  will  admit  a  lot  of  them  are  busted.     [Laughter.] 

Question.  I  was  just  going  to  ask  you  that. 

Answer.  A  few  of  the  best  are  still  left,  though. 

Question.  You  were  speaking  now  for  the  dead  ones  as  well  as  those  that  are 
alive? 

Answer.  No ;  I  am  speaking  just  for  the  live  ones  now.  All  through  I  have 
only  had  reference  to  the  live  ones. 

Quetion.  Will  you  start  at  the  beginning  of  your  list  of  organizations? 

Answer.  Surely.  Will  you  hand  that  to  Mr.  Forbes,  and  he  can  see  for 
himself? 

Mr.  Bonner.  Exhibit  1. 

The  Witness.  Is  that  Exhibit  1— the  authorizations?  They  speak  for  them- 
selves. 

Mr.  Jellison.  While  Mr.  Forbes  is  perusing  that  I  would  like  to  ask  Mr. 
Harbert  a  question. 

By  Mr.  Jellison  : 

Question.  There  is  a  ferryboat,  the  Klondike,  running  on  the  lake? 

Answ^er.  Yes,  sir. 

Question.  What  points  does  she  run  between? 

Answer.  All  points.     Anywhere  around.     [Laughter.] 

Question.  How  often  does  she  run? 

Answer.  Oh,  whenever  she  can  get  any  business.     [Laughter.] 

Question.  That  is  very  much  like  the  Great  Northern  used  to  be  a  couple  of 
years  ago.     When  people  came  to  the  depot  they  ran  out  to  the  train.     [Laughter.] 

Mr.  Harbert,  what  kind  of  merchandise  or  products  of  the  country  is  hauled 
on  that  boat? 

Answer.  Well,  they  haul  flour.  They  seem  to  be  busy.  They  get  into  Poison 
once  or  twice  every  week  and  haul  supplies  around  the  lake.  Jim  Hodges,  oper- 
ating the  boat,  has  a  full  crew  all  the  time. 

Question.  Where  did  they  load  on  the  flour? 

Answer.  They  loaded  on  the  flour  at  Poison.  The  mill  burned  down  not 
long  ago. 

Question.  How  long  ago? 

Answer.  Oh,  about  a  year  ago,  I  guess. 

Question.  A  year  and  a  half  or  two  years? 

Answer.  Yes. 

Question.  Is  there  still  a  supply  of  that  flour  in  Poison? 

Answer.  No;  there  is  not;  but  that  boat  is  operating  continuously.  I  think 
Mr.  Hodges  and  his  full  crew  are  on  the  boat  and  they  are  operating  con- 
tinuously, and  they  drop  into  Poison  twice  a  week — about  that. 

Question.  You  are  a  merchant  of  Poison? 

Answer.  I  am. 

Question.  You  have  goods  coming  to  your  store  in  Poison  over  different 
transportation  lines? 

Answer.  Yes,  sir. 

Question.  Have  you  ever  received  anything  over  that  boat? 

Answer.  We  don't  buy  anything  in  Kalispel  at  all.     [Laughter.] 

Question.  Mr.  Harbert,  there  used  to  be  a  passenger  boat  on  the  lake? 

Answer.  Yes,  sir. 

Question.  Is  there  any  now? 

Answer.  No ;  not  a  regular  passenger  boat,  but  I  will  say  there  will  be  when 
they  get  this  road  completed.  You  understand  that  Flathead  Lake  is  the  con- 
necting link  between  Glacier  Park  and  Yellowstone  Park,  and  when  they  get 
that  road  finished  from  Belton  over  to  the  eastern  edge  of  the  park  we  are 
going  to  have  thousands  of  tourists  in  there  every  year.    We  are  getting  a  lot 
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now.  At  that  time  I  think  there  will  be  several  boats — not  only  one,  but 
several. 

Question.  There  will  probably  be  a  line  of  barges  across  the  lake  that 
people  will  run  their  automobiles  on  in  summer  to  take  them  to  Poison  and 
unload  them? 

Answer.  Possibly. 

Qu(  stion.  The  distance  of  35  miles  along  the  lake  is  the  most  beautiful 
scenery  in  the  world.  With  two  good  roads,  one  on  each  side  of  the  lake,  there 
will  be  a  great  deal  of  travel? 

Answer.  I  think  there  will  be  a  lot  of  travel  on  that  lake;  yes.  I  do  not 
minimize  the  importance  of  Flathead  Lake  at  all,  because  it  is  the  greatest 
inland  bcidy  of  water  in  the  United  States  outside  of  the  Great  Lakes. 

Question.  You  bet.  You  can't  fight  with  me  on  that.  But  about  this 
navigation,  now :  Do  you  know  of  any  passenger  that  ever  bought  a  ticket  and 
went  over  Flathead  Lake  in  the  hands  of  a  transportation  cc»mpany  in  the 
last  two  years? 

Answer.  No:  not  in  the  last  two  yeai's;  no. 

Mr.  Jellison.  That  is  all. 

By  Mr.  Forbes: 

Question.  You  understand  that  the  passenger  transportation  on  the  lake  is 
similar  to  some  of  the  banks  in  Lake  County? 

Answer.  No.  There  is  at  the  present  time — I  have  stated  at  the  present 
time  there  are  no  passenger  boats  running  on  the  lake. 

Question.  To  become  serious  for  a  moment,  Mr.  Harbert :  Are  these  chambers 
of  commerce  and  other  organizations  listed  in  this  petition,  your  Exhibit  1,  all 
contributing  to  the  expense  of  your  trip  down  here? 

Answer.  No,  sir. 

Question.  Which  ones  are? 

Answer.  The  Poison  Chamber  of  Commerce.  The  business  men  of  Poison 
were  not  asked  to  contribute,  but  if  they  were  they  would  have  cheerfully 
contributed — all  of  them  cheerfully,  but  we  didn't  ask  them  to. 

Question.  Do  these  gentlemen  who  have  signed  this  document  understand 
that  most  of  the  power  developed  at  site  No.  1  will  be  transmitted  away  from 
that  district  if  the  Rocky  Mountain  Power  Co.  obtains  the  license  to  go  on  with 
the  development? 

Answer.  Well,  they  are  very  broad-minded  people  out  in  Montana,  Mr. 
Forbes,  and  anything  that  is  going  to  help  western  Montana  they  are  for  it. 

Question.  Even  though  they  should  carry  the  power  for  a  considerable 
distance? 

Answer.  S'mie  of  the  concerns  haven't  any  power  themselves.  If  this  is 
developed  they  are  going  to  a  lot  of  small  communities  around  there  that  are 
going  to  get  power  at  reasonable  rates  that  they  haven't  heretofore  enjoyed. 

Question.  You  say  they  haven't  heretofore  enjoyed  reasonable  rates? 

An.swer.  Well,  my  town  has  not.     Our  town  is  served  by  the  W.  C.  Foshay  Co. 

Question.  Who  are  they  owned  by? 

Answer.  You  know  who  they  are.  One  of  your  prospective  customers.  They 
were  referred  to  in  Mr.  Wheeler's  testimony.  W.  C.  Foshay  &  Co.  and  the 
Montana  States  were  prospective  power  customers.  W.  C.  Foshay  &  Co.  is 
serving  our  community  now.  Recently  the  city  council  asked  them  to  duplicate 
the  rates  of  the  Montana  Power  Co.  They  said  they  can't  do  it;  it  can't  be 
done. 

Question.  Don't  they  have  the  same  rates  as  the  Rocky  Mountain  Power  Co.? 

Answer.  No,  sir. 

Question.  The  Rocky  Mountain  Power  Co.  do  not  g<»  in  that  section? 

Answer.  No.    They  are  not  up  as  far  north  as  tha*- 

By  Mr.  Dixon  : 

Question.  You  mean  the  Montana  Power  Co.? 

Answer.  The  Montana  Power  Co. ;  yes.     We  wish  they  were. 

By  Mr,  Forbes: 

Question.  They  don't  have  the  same  rate  as  the  local  concern? 

Answer.  No,  sir. 

Question.  Now,  you  read  from  a  portion  of  Mr.  Wheeler's  application  for  per- 
mit wh'ch  said  that  the  market  for  the  power,  as  he  described,  was  very  indefi- 
nite.    Is  that  correct? 

Answer.  Yes;  that  Is  correct. 
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Question.  Let  me  read  this  and  ask  you  a  question  following  it : 

"  The  present  market  for  power  in  the  vicinity  of  this  project  is  pretty  .well 
supplied  by  the  Montana  Power  Co.,  Missoula  Light  &  Water  Co.,  Montana  State 
Power  Commission,  and  the  Mission  Range  Power  Co.  It  is  anticipated,  how- 
ever, that  by  the  time  the  first  unit  of  the  project  is  developed  the  natural 
growth  of  load  of  those  companies  will  be  such  as  to  exceed  their  present  plant 
capacity.  In  this  event  a  moderate  amount  of  wholesale  power  can  probably 
be  sold  to  these  comi)anies  at  a  cost  to  them  less  than  the  cost  of  developing 
additional  power  independently.  Power  thus  sold  will  be  comparatively  small 
in  amount,  and  the  principal  market  for  that  power  from  this  project  must  be 
newly  developed. 

*•  The  applicant  is  looking  to  the  development  of  a  large  metallurgical  indus- 
try either  in  close  proximity  to  the  project  or  within  an  easy  transmission  dis- 
tance therefrom.  Such  products  as  electrolytic  zinc,  aluminum,  ferromanga- 
nese.  ferrochrome.  calcium  carbide,  and  alloy  steels  all  require  electric  power  in 
large  quantities  for  their  economical  production.  The  raw  materials  for  these 
products  are  found  within  a  comparatively  short  distance  from  this  project, 
and  it  is  only  a  matter  of  time  when  one  or  more  of  these  valuable  commodities 
will  be  produced  on  a  large  scale  in  this  vicinity." 

Do  you  think  that  is  any  more  definite  as  to  time  of  selling  the  power  than 
the  statement  of  Mr.  Wheeler? 

Answer.  I  am  just  going  on  what  Mr.  Wheeler  states  up  there  at  Poison. 

Question.  This  is  not  very  definite. 

Answer.  Well,  it  is  all  predicated  on  statements  too  contingent  and  too  far 
remote  to  suit  us. 

Question.  You  would  not  be  satisfied  with  this  proposition  at  all? 

Answer.  He  would  have  to  put  his  cards  on  the  table,  and  he  hasn't  put  his 
cards  on  the  table  yet. 

Question.  l"ou  think  this  last  statement  I  read  is  simply  a  gesture  that  some 
time  in  the  future  there  might  possibly  be  economical  production?  • 

Answer.  That  is  the  idea ;  yes,  sir. 

Question.  That  is  your  opinion?. 

Answer.  That  is  our  opinion.     [Laughter.] 

Question.  Mr.  Harbert.  I  have  just  been  reading,  I  will  say  for  the  record, 
from  the  application  of  the  Rocky  Mountain  Power  Co.,  which  is  a  part  of  this 
(fficial  record.     [Laughter.] 

Mr.  Kelly.  Made  in  1921,  Mr.  Forbes. 

Mr.  Forbes.  Yes :  but  with  the  same  sincerity,  I  presume. 

Mr.  Kelly.  What? 

Mr.  Forbes.  I  presume  they  made  it  with  the  same  sincerity  they  would  make 
any  statement  at  this  time,  or  the  applicant  Wheeler  made. 

Mr.  Kelly.  Y^ou  don't  want  the  record  to  show  that  the  Rocky  Mountain 
Power  Co.  have  a  market  for  this  power  at  this  time? 

Mr.  Forbes.  I  don't  think  they  have  any  more  immediate  market  for  the  in- 
dustries they  refer  to  now  than  they  had  then. 

Mr.  Kelly.  You  didn't  hear  Mr.  Kerr's  testimony,  then? 

The  Witness.  Mr,  Forbes,  you  could  hardly  blame  us  for  feeling  as  we  do. 
The  Flathead  project  construction  was  20  years  ago.  Twenty  years  ago  is  past, 
and  about  75  per  cent  of  the  people — a  lot  of  those  people  have  died  off.  and  we 
are  afraid  if  they  get  this  lease  some  competition  might  obtain  and  it  might  be 
20  years  more  before  that  thing  is  completed.  We  are  particularly  interested 
in  having  that  development  now  and  enjoy  some  of  the  benefits  when  they 
need  it. 

By  Mr.  Forbes  : 

Question.  Do  you  remember  when  the  development  at  Thompson  Falls  took 
place  ? 

Answer,  Yes :  I  remember  something  about  it. 

Question.  Do  you  remember  how  everyone  down  there,  including  members  of 
chambers  of  commerce  and  organizations,  were  w^ay  up  in  high  G  because  they 
thought  they  were  going  to  have  large  industries  and  larger  pay  rolls  and  ail 
that  sort  of  thing? 

Answer.  Yes. 

Question.  A  lot  of  enthusiasm? 

Answer.  Yes. 

Question.  Not  quite  as  much  enthusiasm  as  you  have  shown  here,  but  almost? 
Don't  you  remember? 

Answer.  Yes. 
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Question.  What  has  happened  to  diminish  that  feeling?  How  many  new  in- 
dusti'ies  did  you  get  as  a  result  of  the  Montana  Power  Co.'s  development  there? 

Answer.  Oh,  I  think  probably  the  same  thing  will  obtain  in  Poison.  I  think 
you  fellows  will  all  shoot  it  out  in  the  country. 

Question.  As  a  matter  of  fact,  all  you  have  at  Thompson  Falls  now  is  the 
increased  population,  the  increased  purchasing  power  in  the  neighborhood,  the 
exact  number  of  people  that  it  takes  to  run  a  power  house?    Isn't  that  a  fact? 

Answer.  Well.  Thompson  Falls  is  a  better  town  now  than  it  was  before  the 
power  development  went  in  there,  and  we  are  situated  a  little  differently  from 
the  Thompson  Falls  people.  We  have  got  a  chance  to  get  in  the  power  there  in 
alfalfa  mills ;  we  have  prospects  of  getting  in  canning  factories ;  and  we  have 
some  prospects  of  having  some  small  industries  that  use  small  blocks  of  power. 
I  think  we  are  a  little  better  situated  than  the  Thompson  Falls  people  are,  be- 
cause we  are  in  the  heart  of  the  greatest — one  of  the  greatest  agricultural  dis- 
tricts in  the  country. 

Question.  But  coming  back  now  to  the  enthusiasm,  the  prospects  of  Thompson 
Falls  by  reason  of  that  development — pointedly,  it  was  a  flop,  wasn't  it? 

Answer.  I  w^asn't  in  Thompson  Falls  at  that  tjme. 

Question.  You  heard  a  lot  about  it? 

Answer.  I  heard  about  it;  yes. 

Question.  You  and  I  on  the  street  would  say  that  the  bubble  that  was 
formed  there  broke  pretty  well? 

Answer.  Well,  I  say  I  wasn't  there,  and  I  can't  speak  advisedly  because  I 
don't  know. 

Question.  A  moment  ago  you  said  that  all  of  us  fellows — and  I  presume  you 
mean  my  client  and  the  other  applicant — would  be  inclined  to  ship  this  power 
out  anywhere. 

Answer.  "Well,  I  think  that  probably  you  would  be  more  inclined  than  they 
would  to  give  them  that.  As  far  as  I  am  concerned,  this  nitrate  business 
appears  to  me  we  are  not  going  to  get  that  right  at  Poison.  Mr.  Wheeler 
said  it  would  be  close  to  the  scene  of  action.  I  don't  know  what  he  nieans  by 
close — 10  miles,  15  miles,  or  a  hundred  miles. 

Question.  Let  us  for  a  moment  disregard  the  present  opinion  of  yourself  and 
just  assume  that  if  Mr.  Wheeler  got  this  project  he  would  develop  industries 
close  by  that  would  utilize  part  of  that  power,  if  not  all.  Assume  that  some 
other  applicant  had  declared  its  present  intention  to  ship  most  of  that  power 
away  from  there.  Now,  disregard  the  personality.  As  a  business  man  interested 
in  the  welfare  of  that  community  wouldn't  you  rather  see  an  industry  developed 
close  by  through  the  development  of  that  power  than  have  the  power  shipped 
away? 

Answer.  Certainly  I  would.     I  would;  yes,  sir. 

Mr.  McCoRMACK.  I  would  like  to  ask  Mr.  Harbert  a  question.  I  want  to 
thank  him  for  the  home  atmosphere  that  he  has  brought.     [Laughter.] 

By  Mr.  McCormack  : 

Question.  I  would  like  to  ask  you,  Mr.  Harbert,  if  it  is  not  a  fact  that  you 
have  a  transportation  line  going  to  Poison  every  day,  Kalispell,  transporting 
freight? 

Answer.  Overland;  yes. 

Question.  Who  are  interested  in  that  business  besides  yourself? 

Answer.  People  in  Kalispell. 

Question.  Partners? 

Answer.  Yes. 

Question.  And  I  presume  that  the  wholesale  grocers  ship  down  stuff? 

Answer.  I  don't  know.    I  am  not  interested  in  any  grocery  end. 

Mr.  Dixon.  A  little  louder,  Mr.  Harbert. 

The  Witness.  I  say,  they  sell  groceries.  I  don't— I  am  in  the  dry-goods  busi- 
ness and  my  markets  are  in  St.  Paul  and  dry-goods  centers. 

Question.  Isn't  it  a  fact  that  the  passenger  business  on  the  lake  and  the 
freight  business  have  been  destroyed  almost  entirely  by  the  busses  and  the 
trucks  that  are  running  down  there  every  day? 

Answer.  In  my  statement,  Mr.  McCormack.  I  didn't  say  that  there  was— I 
didn't  say  anything  about  the  passenger  business  on  the  lake.  I  didn't  say 
anything  about  the  passenger  business  because  you  told  me  a  day  or  two  ago 
that  it  would  not  make  any  difference  to  Poison  if  it  were  drained  to-day,  and 
of  course  I  did  not  agree  with  you.  None  of  the  people  of  Poison  would  agree 
with  you. 
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Question.  I  think  you  misunderstood  me. 

Answer.  No ;  I  didn't  misunderstand  you  at  all.     I  heard  you. 

Question.  All  right.  I  told  you  that  all  the  engineers  reporting  on  the  project 
mentioned  tlie  fact  they  could  use  the  water  to  a  lower  elevation  by  draining  it, 
and  I  asked  you  what  the  difference  was  between  draining  it  at  one  end  or 
flooding  it  on  the  other. 

Answer.  Well,  I  haven't  said  anything  about  flooding  the  lake.  There  is 
nothing  in  the  testimony  to  show  that  I  said  anything  about  flooding  the  lake. 

Mr.  McCoBMACK.  That  will  be  all.  I  am  much  obliged  to  you  for  home 
atmosphere. 

By  Mr.  Mason  : 

Question.  By  way  of  information,  and  in  sympathy  with  those  people,  I  would 
like  to  ask  you  who  is  responsible  for  inducing  them  to  stay — all  those  glowing 
inducements? 

Answer.  Who  is  responsible  for  the  settling  on  the  Flathead  project? 

Question.  For  the  urging  of  them  to  come  in  and  the  glowing  inducements 
that  were  offered  in  connection  w^ith  this  project. 

Answer.  I  guess  it  was  the  literature  sent  out  by  the  Government  describing 
the  project. 

Question.  Did  the  Indians  have  any  part  in  that? 

Answer.  I  don't  recall  that  they  did. 

Question.  A  few  minutes  ago  you  stated  what  the  wishes  of  the  Indians  were 
in  regard  to  this  development,  as  to  who — perhaps  not  who  should  develop  it 
but  at  least  to  express  their  wishes.  Have  you  any  authority  from  the 
Indians? 

Answer.  Why,  the  petition  signed  by  about  95  per  cent  of  the  Indians.  A 
petition  was  circulated  and  signed  asking  them  that  the  line  be  operated  to  the 
Montana  Power  Co.  I  know  they  are  practically  a  unit  in  wanting  the  Montana 
Power  Co.  to  develop  the  sites. 

Question.  This  wasn't  a  tribal  council  meeting? 

Answer.  No.  I  understand  that  a  petition  was  circulated  and  it  was  signed, 
I  understand,  by  95  per  cent  of  the  Indians. 

Question.  But  you  are  not  authorized  to  represent  them? 

Answer.  No,  sir ;  I  am  not  now. 

By  Mr.  Gkorud  : 

Question.  Mr.  Harbert,  you  have  been  interested  in  this  project  for  a  long 
time,  have  you  not? 

Answer.  For  the  past  17  years  ;•  ever  since  I  have  been  in  Poison. 

Question.  You  have  given  much  time  and  spent  a  lot  of  your  money  to  try  to 
solve  the  proposition? 

Answer.  I  have. 

Question,  l^ou  are  intensely  interested  in  getting  this  development  as  soon 
as  possible? 

Answer.     I  am. 

Question.  Have  the  people  of  Poison  any  objection  to  extending  or  building 
the  dam  as  high  as  possible? 

Answer.  No.     I  never  heard  any  objection. 

Question.  And  if  the  lessee,  whoever  it  may  be,  builds  it  high  enough  to 
make  the  lake  level  2,900  feet,  that  would  be  satisfactory  to  the  Poison  people? 

Answer.  Well,  now,  that  would  be  high.  We  would  not  w^ant  to  see  it 
raised  to  2,900.  We  would  not  want  it  raised  to  any  point  that  would  do 
damage  to  the  lake.    We  would  not  want  it  ourselves. 

Question.  The  irrigation  project  has  not  been  very  successful,  has  it? 

Answer.  Why,  I  think  that  it  has,  considering  the  amount  of  appropriations 
it  has.  I  think  it  has  been  very  successful  considering  the  appropriations  that 
have  been  made. 

Question.  There  has  been  a  lot  of  controversy  as  to  whether  or  not  the 
settlers — that  is,  the  white  settlers — have  an  interest  in  the  power  development. 

Answer.  Yes ;  I  have  heard  some  argument  on  that  point. 

Question.  Now,  what  conclusion  have  you  come  to  as  to  whether  or  not 

Answer.  That  is  a  hypothetical  question,  and  I  have  got  to  refer  you  to  the 
lawyers.    That  is  too  deep  for  me. 

Question.  You  haven't  gone  into  the  question? 

Answer.  No.  It  is  too  deep  for  me.  That  is  a  hypothetical  question.  I 
wouldn't  attempt  to  answer  it. 
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Question.  I  thought  maybe  you  had  made  that  research,  Mr.  Harbert. 

Answer.  No ;  I  haven't.  I  will  say  this :  The  people  of  Poison  are  not  ob- 
jectirig  to  raising  the  lake  to  2,893  feet,  the  normal  high-water  mark  of  the 
lake  for  the  last  20  years.  In  fact,  we  would  like  to  see  the  low-water  mark 
raiseJ  if  we  could. 

Question.  You  don't  want  to  sponsor  this  petition  that  was  circulated  among 
certain  Indians,  do  you? 

Answer.  Oh,  no.    I  am  not  here  speaking  for  the  Indians  at  all. 

Question.  You  don't  know  how  that  was  obtained  or  anything  of  the  kind? 

Answer.  No.  I  had  nothing  to  do  with  the  circulating;  in  fact,  I  was  in  the 
hospital  in  bed  at  the  time. 

Question.  Naturally  you  are  in  sympathy  with  the  Indians  and  want  to  see 
them  get  all  the  benefit  they  can? 

Answer.  Get  every  dollar  that  they  are  legitimately  entitled  to.  I  don't 
want  to  see  them  lose  one  single  cent. 

Question.  Do  you  know  anything  about  or  have  you  made  a  study  of  the 
so-called  15,000  horsepower  to  be  given  to  the  settlers?  Have  you  given  that 
any  thought? 

Answer.  No. 

Question.  Wouldn't  you  and  the  people  of  Poison  like  to  see  either  one  of  the 
bidders  make  their  application  without  any  entanglements — that  is,  offering  it 
free  or  at  power  cost? 

Answer.  Well,  I  understand  this  is  a  congressional  act.  It  would  not  do  us 
any  good  to  go  into  the  matter.  I  understand  this  has  been  settled  by  Congress 
and  it  would  not  do  us  any  good  to  go  into  it. 

Question.  You  understand  it  has  been  settled  by  Congress  that  this  should  not 
be  a  condition  precedent  if  they  promised  that? 

Answer.  No;  it  was  not. 

Mr.  Grorud.  Well,  that  is  the  act.    That  is  all. 

Mr.  Dixon.  Mr.  Mason,  the  clerk  of  the  Senate  Committee  on  Indian  Affairs, 
has  a  telegram  he  wants  to  offer. 

Mr.  Mason.  I  have  a  telegram  from  the  board  of  commissioners  of  the  Mission 
irrigation  district,  addressed  to  Senator  Frazier,  chairman  of  the  Senate  Com- 
mittee on  Indian  Affairs,  which  I  would  like  to  offer.    It  reads  as  follows : 

St.  Ignatius,  Mont.,  Octol)€r  21,  1929. 
Senator  Frazier, 

Washington,  D.  C: 
You  and  the  Montana  congressional  unit  are  requested  to  safeguard  the  in- 
terests of  the  unit  holders  of  the  Mission  irrigation  district  who  have  no  per- 
sonal representative  in  Washington  for  the  hearing  of  the  Federal  Power 
Commission  versus  Montana  Power  Co.  on  October  28.  The  commissioners  hope 
for  minimum  10,000  horsepower  without  restriction  as  to  use  for  the  benefit  of 
the  project. 

Board  of  Commissionesis  Mission  Irrigation  District, 
A.  J.  RiGGERT,  Chairman. 
G.  A.  Lensman. 
J.  H.  Nbwton. 

Mr.  Dixon.  Without  objection,  it  will  be  admited  into  the  record. 
By  Mr.  Pope: 

Question.  You  understand  by  that  telegram  they  are  asking  for  any  more  in 
the  shape  of  power  than  the  Flathead  irrigation  district  is? 

Answer.  I  am  not  attempting  to  interpret  what  the  telegram  contains,  but 
simply  to  offer  it. 

Mr.  Dixon.  It  will  be  admitted. 

By  Mr.  Gborud: 

Question.  There  has  been  some  concern  about  a  so-called  agreement  with  Mr. 
Wheeler  as  to  the  Indians?  There  has  been  some  concern  with  you  on  your 
Rotary  Club? 

Answer.  Indemnity  with  the  Indians. 

Question.  The  indemnity  clause;  that  is,  saving  Wheeler  from  damages? 

Answer.  Yes, 

Qui^tlon.  Since  Mr.  Wheeler's  testimony  in  response  to  Mr.  Scattergood'a 
question  the  other  day,  doesn't  that  satisfy  you  now? 
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Answer.  I  don't  know.  He  has  got  something,  the  tenn  "  otherwise  " — some 
very  far-reaching  phrase  in  there. 

Question.  I  thought  that  Mr.  Wheeler's  testimony  the  other  day  would  satisfy. 
Answer.  Wlien  you  spealv  about  the  "  otherwise,"  it  is  a  vei-y  elastic  term. 

By  Mr.  Dixon: 

Question.  Mr.  Harbert,  you  mentioned  a  while  ago,  in  response  to,  I  think,  a 
question  as  to  whether  or  not  at  the  time  of  the  settlement  of  this  irrigation 
project  there  was  not  literature  sent  out  inviting  attention  to  the  irrigation 
project  and  the  terms  on  which  the  Government  was  offering  it  to  the  settlers. 

Answer.  There  was. 

Question.  The  settlers  had  purchased  the  excess  Indian  lands  after  allotment, 
had  they  notV 

Answer.  They  did. 

Question.  And  paid  to  the  Indians  the  purchase  price  of  those  lands?  Do 
you  recall  whether  or  not  the  Department  of  the  Interior  did  not  send  out  a 
very  great  quantity  of  literature  at  the  time  of  the  drawing? 

Answer.  Yes;  they  were.  Notice  was  posted  in  all  hotels  and  places  in 
Poison  and  places  around  there — Kalispel  and 

Mr.  Dixon.  I  would  like  at  the  proper  time  to  have  inserted  in  this  record  the 
proposals  from  the  Department  of  the  Interior  inviting  these  white  settlers  to 
come  to  purchase  these  lands,  and  calling  their  attention  to  the  part  that  the 
power  plant  to  be  constructed  by  the  Government  at  Poison  would  play  in  the 
irrigation  of  the  lands  which  they  were  invited  to  purchase.  At  the  proper 
time,  I  think,  the  literature  sent  out  by  the  Department  of  the  Interior  ought 
to  be  made  a  part  of  the  record  in  behalf  of  those  white  settlers.  I  think  it  is 
rather  important. 

The  Witness.  I  would  like  to  say  while  I  am  on  the  stand,  Mr.  Chairman, 
that  in  Poison  Bay  there  are  a  lot  of  bars  that  run  in  different  directions  around 
the  bay.  Some  of  those  are  sand  bars,  some  of  them  are  rock  bars,  and 
some  of  them  are  sand  and  rock  both ;  and  if  the  water  was  reduced  to  2,875 
feet  a  lot  of  those  bars  would  be  exposed  and  a  lot  of  people  around  there 
would  have  hard  work  to  get  in  their  homes.  Everybody  in  the  Flathead  Lake 
district,  including  myself,  owns  a  launch  or  a  boat  of  some  kind;  and  I  think 
that  you  will  agree  if  this  water  was  reduced  to  2,875  feet,  which  is  very 
shoal  in  front  of  where  you  were,  you  would  have  to  go  about  a  quarter  of  a 
mile  farther  than  you  would  go  now  to  get  your  boat  to  get  out ;  and  we  have  a 
lot  of  those  shoal  places  now  where  even  at  this  elevation  you  go  a  long  way 
to  get  to  the  water,  and  that  condition  would  be  very  much  aggravated  if  the 
lake  was  raised,  say,  2,875  feet. 

Question.  If  it  was  drained? 

Answer.  If  it  was  drained. 

By  Mr.  Bonnee  : 

Question.  Can  you  tell  us  how  many  boats  are  operating  on  that  lake? 

Answer.  Only  one  boat  operating  on  the  lake  commercially. 

Question.  I  mean  these  pleasure  craft  you  now  refer  to. 

Answer.  Nearly  everybody  on  the  lake.  We  have  people  there  who  spent 
as  high  as  $50,000  in  building  some  homes  on  the  lake.  We  have  a  lot  of  them 
from  Butte  and  Missoula. 

Question.  Can  you  give  a  rough  estimate  as  to  how  many  there  are? 

Answer.  People  owning  homes? 

Question.  How  many  have  boats? 

Answer.  That  own  boats?  Oh,  I  would  say  there  are  at  least  a  hundred  on 
the  lake,  large  and  small. 

Question.  Can  you  give  us  an  estimate  of  the  season  during  which  those  boats 
were  used? 

Answer.  Those  boats  are  used  from  the  time  navigation  opens  in  the  spring, 
along  in  April.  You  see,  the  lake  does  not  freeze  up  there  until  the  1st  of  Jan- 
uary. Sometimes  it  does  not  freeze  up  at  all.  The  main  lake  only  freezes  over 
about  once  in  10  years.  Poison  Bay  usually  freezes  over  every  year  and,  as  a 
rule,  not  before  the  1st  of  January,  and  people  go  back  and  forth  from  these 

I  places  and  they  occupy  them  off  and  on  for  seven  or  eight  months  in  the  year. 
Question.  They  are  there  until  the  first  of  the  year? 
Answer.  Well,  along  in  November. 
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By  Mr.  Dixon  : 

Question.  Do  you  refer  to  the  motor  boats,  or  do  you  refer  to  the  ordinary? 
Answer.  No ;  I  refer  to  the  power  boats. 

By  Mr.  Scattergood  : 

Question.  What  would  be  the  draft  of  those  boats? 

Answer.  They  do  not  draw  very  much  water. 

Question.  Would  the  use  of  those  boats  be  interfered  with  by  the  lowering  of 
the  lake? 

Answer.  For  2,875? 

Question.  To  2.878,  we  will  say. 

Answer.  Two  thousand  eight  hundred  and  seventy-five  would  interfere  because 
there  would  be  these  bars  around.    You  would  have  large  areas  exposed. 

Question.  Would  there  be  any  objection  to  lowering  the  lake  to  2,878,  say? 

Answer.  Yes;  there  would  be  objection  to  lowering  it  to  any  i)oint  below 
2,980  feet.  There  would  be  serious  objection.  It  is  not  only  where  the  lake  is 
but  the  new  country  developed  and  what  it  is  going  to  be  in  the  future.  We  are 
figuring  on  the  future. 

By  Mr.  Bonner: 

Question.  Would  there  be  much  difference  in  the  navigation  conditions  between 
the  lake  level  of  2,880  and  2,883? 

Answer.  Well,  3  feet  makes  a  big  difference  in  Poison  Bay.  That  makes  a 
very  big  difference. 

By  Mr.  Dixon: 

Question.  It  is  shoal  water? 

Answer.  I  have  seen  the  boats  the  1st  of  September  start  running.  I  have 
seen  the  Montana  stop  running,  and  maybe  two  weeks  later  there  will  be  good 
rains  and  they  will  start  running  again. 

Question.  What  level  would  that  be? 

Answer.  The  steamer  Montana  could  not  operate  at  2,880  feet,  could  not  get 
in.    A  boat  drawing  5  or  6  feet  of  water  could  not  get  into  Poison. 

By  Mr.  Scattergood: 

Question.  The  people  you  represent  yourself  would  not  object  to  the  level  of 
the  lake  being  lowered  down  to  2,880? 

Answer.  Well,  that  is — we  are  not — that  would  be  all  right.  We  are  not 
kicking  on  that  elevation,  but  anything  below  that  we  would.  We  don't  like 
it,  but  then  we  are  not  asking  you  to  do  anything  to  guarantee  against  the 
acts  of  Providence. 

By  Mr.  Jellison  : 

Question.  You  just  spoke  of  the  steamer  Montatia  drawing  a  certain  amount 
of  water.  How  long  is  it  since  the  steamer  Montana  has  drawn  any  water 
at  all? 

Answer.  She  has  been  dead  about  10  years,  I  think. 

By  Mr.  Henshaw: 

Question.  Are  there  some  homes  about  the  lake  which  are  not  accessible 
except  by  water? 

Answer.  We  have  some  homes  there,  out  there  on  the  narrows,  there.  There 
are  homes  on  the  islands  there  that  have  to  be  reached  by  boats. 

Question.  Are  there  any  that  are  not  accessible  by  road 

Answer.  There  are  some  sites  that  never  will  be  accessible  to  roads. 

Question.  Let  me  finish  my  question,  if  you  please.  Are  there  any  accessible 
by  road  adjacent  to  the  shallow  portion  of  Poison  Bay? 

Answer.  Yes;  I  should  say  so. 

Mr.  Dixon.  Any  other  questions?  If  not,  I  think  we  had  better  stand 
adjourned. 

The  attorneys  have  requested  that  we  adjourn  the  hearing  over  until  Mon- 
day morning  to  give  them  an  opportunity  to  agree  on  certain  things  and  save  a 
lot  of  cross-examination  here.  I  think  it  would  be  wise,  in  the  matter  of  time 
saving,  to  adjourn  until  Monday  morning. 

Mr.  Scattergood.  At  9.30? 

Mr.  Dixon.  9.30.  I  see  Lieutenant  Governor  McCormack  shaking  his  head, . 
but  I  am  sure  we  will  save  time.    The  request  has  been  made  by  both  sides. 

(Whereup,  at  5.40  o'clock  p.  m.,  the  hearing  adjourned  until  9.30  o'clock 
a.  m.,  Monday,  November  4,  1929.) 
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Washington,  D.  C,  November  J^,  1929. 

The  hearing  of  the  Federal  Power  Commission  upon  the  applications  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler  to  develop  power  on  Flat- 
head Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  office  of  the  Secre- 
tary of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present :  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior ;  Hon.  Joseph  M. 
Dixon,  Assistant  Secretary  of  the  Interior ;  Mr.  F.  E.  Bonner,  secretary  Federal 
Power  Commission ;  Northcutt  Ely,  Esq.,  executive  assistant  to  the  Secretary  of 
the  Interior. 

The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present:  Col.  Charles  Tyler,  chief  engineer;  Mr.  J.  F.  Lawson,  assistant 
chief  counsel;  Mr.  Charles  A.  Russell,  solicitor;  Mr.  F.  H.  Henshaw,  senior 
engineer ;  Mr.  William  V.  King,  chief  accountant. 

Also  present:  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs ;  John  R.  K.  Reeves.  Esq.,  attorney  for  the  Indian  Bureau ;  B.  E.  Jones, 
Esq.,  United  States  Geological  Survey;  Nelson  A.  Mason,  Esq.,  clerk  to  Senate 
Committee  on  Indian  Affairs;  S.  J.  Flickinger,  Esq.,  Office  of  Indian  Affairs. 

Appearances  as  heretofore  noted. 

Secretary  Wilbur.  Who  is  next  now? 

Mr.  Kelly.  Mr.  Kerr. 

Whereupon, 

F.  M.  Kerr  was  recalled,  and  having  been  previously  sworn,  was  examined  and 
testified  further,  as  follows: 

Direct  examination  by  Mr.  Kelly  : 

If  the  commission  please,  while  we  had  concluded  the  examination  of  Mr. 
Kerr  so  far  as  the  problem  of  construction  is  concerned,  in  view  of  the  produc- 
tion and  making  a  part  of  this  record  of  the  prelicense  account  of  the  company 
filed  with  this  commission — prelicense  account  of  expenditures — I  desire  to 
further  examine  Mr.  Kerr  with  reference  to  that  account ;  but  I  think  the 
matter  will  be  more  readily  elucidated  if  a  statement  be  made  with  reference 
thereto.  In  our  opening  statement  of  proof  to  be  adduced  here — at  that  time 
this  account  was  not  in  question.  It  appears  that  the  account  had  been 
criticized  in  several  particulars  by  the  solicitor  of  this  commission,  and  ques- 
tioned by  one  of  the  other  applicants.  That  being  the  situation,  we  propose  to 
prove  by  the  witness  on  the  stand,  and  by  the  account  itself,  that  the  expendi- 
tures claimed  as  prelicense  expense  were  all  made  and  properly  made  in  behalf 
of  the  company,  and  that  the  solicitor  in  his  criticism  of  the  account  has 
misapprehended  the  facts. 

Mr.  Brown.  The  solicitor  is  on  his  way  here. 

Secretary  Wilbur.  Well,  if  you  could  wait  just  a  minute  till  the  solicitor 
arrives.  In  the  mean  time  I  would  like  to  read  this  telegram  into  the  record. 
It  has  just  been  received  : 

Missoula,  Mont.,  November  3,  1929. 
Secretary  of  Interior  Wilbur, 

Washington,  D.  C: 

Engineer  Hanna's  evidence  proposing  lifting  water  125  to  330  feet  absolutely 
impracticable.  Swenden's  evidence  saying  project  will  require  whole  of  15.000 
horsepower  for  pumping  purposes  ridiculous.  This  would  cost  project  under 
offer  by  Montana  Power  $189,000  per  year  at  switchboard  which,  with  construc- 
tion and  oi)eration  and  maintenance  and  taxes  would  make  a  fixed  charge  of 
about  $7  per  acre  to  every  farmer  for  water  and  taxes  alone.  Operation  and 
maintenance  at  present  is  88  cents  per  acre  on  the  whole  project  for  adminis- 
tration of  one-third  of  the  proposed  acreage  when  total  acreage  under  water 
the  operation  and  maintenance  charge  will  be  three  times  this,  or  $2.64 :  i>er 
acre  construction,  $1.12.  Swenden's  proposal  for  pumping  would  cost  $2  per 
acre  and  taxes  from  $1  to  $2  per  acre.  Impractical  to  build  lines  and  distribute 
electricity  to  farmers  account  sparsely  settled.  Only  market  to  sell  to  whoever 
gets  permit.  Therefore  we  ought  to  have  a  least  10,000  horsepower,  at  1  mill, 
without  restrictions  and  5,000,  at  2%  mills,  so  we  will  have  something  to  sell 
power  company  that  will  bring  in  revenue  to  meet  project's  obligation  to  Gov- 
ernment. Help  us  get  some  real  farm  relief  by  causing  i>ower  company  to  pay 
fair  prices  for  project's  interest  in  power  site. 

G.   A.   Lensman, 
J.  H.  Newton, 

A.    J.    RiGGERT, 

Hoard  of  Commissioners  Mission  Valley  Irrigation  District. 
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Mr.  Mason.  Mr.  Chairman,  I  wish  to  state  that  the  chairman  of  the  Com- 
mittee on  Indian  Affairs  has  a  similar  telegram  which  he  wishes  to  insert  in 
the  record. 

Secretary  Wilbur.  Is  there  anything  else  while  we  are  waiting  for  Mr. 
Russell  V 

Mr.  Dixon.  I  have  a  duplicate  telegram  to  that. 

Mr.  Pope.  I  would  like  to  state  for  the  record  in  that  connection— I  would 
like  to  call  the  attention  of  the  commission  to  the  fact  that  the  Mission  irriga- 
tion district  includes  something  like  12,000  acres,  which  is  a  very  small  fraction 
of  the  entire  project :  that  if  this  were  offered  as  evidence  here  I  would  object 
to  it  on  the  ground  that  those  who  sent  the  telegram  were  not  sworn  nor  subject 
to  cross-examination ;  that  none  of  them  are  engineers ;  that  none  of  them 
know  what  they  are  talking  about,  in  other  words,  and  that  the  question  is 
going  to  be  solved  as  an  engineering  proposition  by  the  testimony  that  is  pro- 
duced here  by  those  competent  to  testify.  I  don't  like  to  allow  mere  ex  parte 
telegrams  by  persons  who  are  not  qualified  to  testify  here  go  into  the  record 
without  it  appearing  that  our  objection  is  interposed  to  that  type  of  testimony. 

Secretary  Wilbur.  There  are  no  other  telegrams  concealed  in  the  house,  are 
there  ?     [  laughter.  ] 

(At  this  point  Mr.  Russell  entered  the  room.) 

Secretary  Wilbur.  You  may  proceed,  Mr.  Kelly. 

Mr.  Kelly.  The  criticism  of  the  prelicense  expense  nccount  of  the  Rocky 
Mountain  Power  Co.  seems  to  be  based  upon  the  opinion  of  the  solicitor  of  this 
department,  who  wrote  a  memorandum  opinion  addressed  to  the  executive 
secretary  of  this  board.  As  I  recall  it.  the  first  item  of  criticism  was  the 
item  of  interest  on  moneys  advanced  by  the  Montana  Power  Co.  for  the  use  of 
the  Rocky  Mountain  Power  Co..  and  the  interest  which  was  set  up  as  a  charge 
for  the  use  of  this  money  while  it  was  so  inve.*;ted  by  the  Rocky  Mountain 
Power  Co. 

The  solicitor  very  properly  states  that  at  common  law.  in  the  absence  of  con- 
tract, no  interest  was  allowed.  He  says  that  under  the  Federal  Power  Com- 
mission act  there  is  no  provision  made  for  interest  on  accounts  of  this  kind,  and 
that  therefore  interest  should  not  be  charged,  although,  as  I  understand  the  law. 
it  is  provided  that  these  accounts  shall  be  made  up.  allowed,  in  the  manner 
in  which  the  accounts  of  the  Interstate  Commerce  Commission  are  allowed, 
which  includes  interest  by  reason  of  a  part  of  the  statute  governing  the  Inter- 
state Commerce  Commission. 

However,  regardless  of  what  the  rights  as  to  interest  were  under  the  common 
law.  I  desire  to  read  into  the  record,  and  to  make  a  part  of  the  record,  because 
I  am  not  sure  whether  this  commission  will  take  judicial  notice  of  the  statute 
of  Montana  or  not,  section  7722.  the  Revised  Code  of  Montana  of  1921,  which  is 
still  the  law  and  has  been  the  law  of  Montana,  which  reads  as  follows : 

"  Whenever  a  loan  of  money  is  made  it  is  presumed  to  be  made  upon  interest 
unless  it  is  otherwise  expressly  stipulated  at  the  time  in  writing." 

And  section  7725  of  the  same  volume  reads : 

"  Unless  there  is  an  express  contract  in  writing  fixing  a  different  rate,  interest 
is  payable  on  all  moneys  at  the  rate  of  8  per  cent  per  annum  after  they  become 
due,  on  any  instrument  of  writing  except  a  judgment,  and  on  an  account  dated 
and  on  moneys  lent,  overdue  on  any  settlement  of  accounts  from  the  date  on 
which  the  balance  is  ascertained,  and  on  moneys  received  to  the  use  of  another 
and  detained  from  him.  In  the  computation  of  interest  for  periods  less  than 
one  year,  365  days  shall  be  deemed  to  constitute  a  year." 

And  then,  without  taking  the  time  to  look  up  the  statute,  I  think  the  solicitor, 
having  been  a  practitioner  in  Montana,  will  admit  for  the  purpose  of  the 
record  that  the  legal  rate  of  interest  in  Montana  is  8  per  cent. 

Mr.  Russell.  That  is  correct. 

Mr.  Kelly.  The  interest  charge  in  this  instance  was  6  per  cent  compounded 
annually,  which  is  considerably  less  than  the  legal  rate.  And  it  will  appear, 
too,  by  the  evidence  that  the  Montana  Power  Co.  hasn't  any  authority,  either 
under  the  Montana  law  or  the  rules  of  the  Public  Service  Commission,  or  by 
virtue  of  its  duty  to  its  own  stockholders  and  to  its  consumers,  to  loan  its 
money  to  the  Rocky  Mountain  Power  Co.  or  anybody  else  without  charging 
Interest  for  Its  use.  So  that  I  think  that  readily  disposes  of  the  criticism  that 
we  were  wrong  at  least  in  setting  up  the  i)roposition  that  interest  shall  be 
charged  upon  these  moneys.  As  to  what  this  commission  may  finally  determine 
as  to  whether  I  am  right  on  the  law  or  whether  the  solicitor  is,  that  is  another 
question. 
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The  next  item  of  account  is  an  item  which  Charles  T.  Main  (Inc.),  an  engi- 
neering  firm  that  was  incorporated 

Mr.  Russell  (interposing).  Mr.  Chairman,  may  I  inquire  just  whnt  the 
puipose  of  this  is?  If  these  are  questions  of  law  that  are  to  be  settled  between 
the  commission  and  the  applicants,  those  are  questions  that  can  be  settled  in 
briefs  upon  the  statements  of  facts,  and  as  I  understand  it,  all  we  want  to 
know  is  what  the  facts  are  in  these  cases;  the  questions  of  law  to  be  deter- 
mined by  the  commission  as  a  matter  of  argument  and  brief. 

Mr.  Kelly.  I  am  not  arguing  the  situation,  if  the  commission  please.  I  am 
outlining  what  the  commission — what  we  propose  to  show  in  support  of  this 
expenditure.  Certainly  with  the  solicitor's  opinion  published  broadcast,  are 
we  to  have  our  lips  sealed  as  to  why  this  account  is  filed  here  in  the  form  in 
which  it  is  filed? 

Secretary  "Wilbur.  No  ;  you  are  not. 

Mr.  Kelly.  Now,  then,  with  reference  to  the  payment  made  to  the  Charles 
T.  Main  (Inc.),  an  engineering  firm,  the  testimony  will  show  that  the  plans 
for  the  proposed  dam  on  site  No.  1,  which,  according  to  Mr.  Wheeler's  state- 
ment, is  to  cost  $8,800,000,  and  according  to  our  estimates  $7,500,000,  that  with 
the  work  done  and  the  plans  practically  completed  so  that  we  are  ready  to  go 
ahead  and  proceed  with  this  work,  there  has  been  paid  to  Charles  T.  Main 
(Inc.)  less  than  $30,000,  and  we  would  like  for  the  record,  if  the  commission 
please,  to  suggest  to  Mr.  Wheeler,  an  engineer,  a  construction  engineer,  that  if 
he  had  been  employed  and  had  done  the  w^ork  that  Mr.  Charles  T.  Main's  firm 
has  done,  the  item  of  $30,000  is  less  than  it  would  naturally  cost.  Tliere  was, 
in  fact,  $29,000  in  round  figures  spent  in  actual  outlay,  and  when  a  contract 
was  entered  into  by  the  Montana  Power  Co.  for  the  furnishing  of  work  of  this 
type  in  the  future  by  the  engineering  department  of  the  Electric  Bond  &  Share, 
it  was  necessary  to  make  settlement  with  Mr.  Charles  T.  Main,  and  for  all 
of  the  work  that  he  has  done,  over  and  above  the  actual  expenditures  that  he 
made,  he  has  been  paid  the  magnificent  sum  of  $10,000  for  the  preparation  of 
plans  that  covers  a  construction  of  more  than  $7,500,000.  So  much  for  Mr. 
Main's  account. 

Now,  then,  with  reference  to  other  expenses 

Mr.  RussEL  (interposing).  May  I  ask  you  a  question  about  that  now.  Mr. 
Kelly?  Isn't  it  a  fact  that  you  paid  Mr.  Main  $20,000  to  cancel  his  contract 
that  covered  the  Maroni  development,  that  covered  the  Black  Eagle  develop- 
ment, and  by  a  subsequent  letter  covered  two  or  three  other  projects  you  had 
under  construction,  and  that  the  Electric  Bond  &  Share  Co.,  when  they  came 
into  the  case,  procured  this  settlement  with  Charles  T.  Main,  under  which 
Main  was  paid  $20,000  to  surrender  this  contract?     Isn't  that  a  fact? 

Mr.  Kelly.  I  never  heard  of  it.     I  don't  know. 

Mr.  Russell.  And  that  you  have  charged  into  this  account  $10,000,  or  half 
of  that  sum,  against  the  actual  cost  of  construction  of  this  property.  Isn't  that 
a  fact? 

Mr.  Kelly.  I  never  heard  of  it.  I  don't  know.  The  fact  is  that  for  Mr. 
Main's  work,  the  work  of  his  firm,  $10,000  was  paid  on  this  project.  Whether 
or  not  that  be  a  proper  account  is  for  this  commission  to  determine,  of  course. 

Now,  then,  I  find  in  reading  the  solicitor's  opinion  that  he  comments  upon 
the  fact  that  in  these  accounts  are  included  expenses  for  trips  to  Miles  City, 
Great  Falls,  Billings,  Wise  River,  and  other  projects  that  are  hundreds  of 
miles  distanct  from  the  Flathead  project,  and  that  in  these  accounts  are  shown 
contributions  or  donations  to  the  Y.  M.  C.  A.  and  to  the  crippled  children  and 
to  certain  church  organizations  and  other  charitable  and  civic  movements  in 
Montana. 

In  order  that  the  commission  may  understand  this  picture,  to  begin  with  there 
isn't  a  single  cent  of  donation  to  any  of  these  parties  or  persons  that  are 
criticized  in  this  opinion,  that  is  charged  as  prelicense  expense  to  the  Flathead 
account,  and  a  cursory  examination  of  these  accounts  on  file  will  show  that  to 
be  the  fact,  and  will  show  that  that  criticism  is  as  unfounded  in  fact  as  any- 
thing could  be.  As  a  matter  .of  fact,  in  order  that  w^e  might  comply  with  the 
request  of  this  commission  which  was  made  to  Mr.  Kerr,  as  the  evidence  will 
show,  we  were  requested  to  file  a  prelicense  expense  account.  At  that  time  our 
application  for  a  license  was  on  file.  It  was  the  only  application  for  a  license 
on  file.  In  order  that  we  might  properly  comply  with  the  commission's  rules 
and  regulations,  and  the  desires  of  the  commission,  Mr.  Kerr,  vice  president 
and  general  manager  of  the  Rocky  Mountain  Power  Co.,  directed  Mr.  Dennison, 
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who  is  the  treasurer  of  the  Rocky  Mountain  Power  Co.,  to  prepare  and  file  this 
expense  account.  Pursuant  to  that,  Mr.  Dennison  came  to  Washington  and  he 
consulted  with  the  accounting  department  of  this  commission.  It  was  outlined 
as  to  what  he  proposed  to  incorporate  in  the  books  of  the  Montana  Power  Co. 
The  books  of  the  company  were  brought  here  to  Washington  and  laid  on  the 
desk  of  the  accounting  department  of  this  commission.  Now  then,  we  are  criti- 
cized because  there  is  in  this  account  expenditures  made  by  the  Montana  Power 
Co.  that  have  not  anything  to  do  with  the  development  of  the  Rocky  Mountain 
Power  Co. 

That  is  true,  and  it  is  true  because  the  accounting  department  of  this  com- 
mission required  us  to  file  the  complete  expense  account  of  Mr.  Kerr,  for 
example,  over  a  period  of  months,  part  of  which  was  charged  to  the  Rocky 
Mountain  Power  Co.,  and.  in  Mr.  Kerr's  expense  account  will  appear  expenses 
for  trips  to  Wise  River  and  to  Billings  and  to  Great  Falls  and  to  other  places 
in  the  State  of  Montana  where  the  Montana  Power  Co.  has  plants.  But  none 
of  that  was  charged  to  the  Rocky  Mountain  Power  Co.  development  or  to  the 
Flathead  development  in  any  instance,  not  a  single  item  either  of  traveling 
expenses  or  donations,  except  expenses  to  the  Flathead  itself. 

Now,  if  the  solicitor  didn't  know  that,  he  could  have  walked  across  the  hall 
or  downstairs  to  the  accounting  department  of  this  commission,  because  they 
knew  it,  and  it  was  all  discussed  between  your  accountant  and  the  accountants 
of  the  Rocky  Mountain  Power  Co. 

Now,  we  find  in  the  commissioners'  or  the  solicitors'  opinion  that  the  Electric 
Bond  &  Share  Co.,  directors  of  this  company 

Mr.  Dixon.  What  are  you  reading  from? 

Mr.  Kelly.  I  am  reading  from  the  solicitor's  opinion  as  it  appears  in  the 
Congressional  Record. 

Mr.  Dixon.  How  did  it  get  into  the  Congressional  Record? 

Mr.  Kelly.  It  is  part  of  Senator  Schall's  resolution  for  the  investigation  of 
this  expense  account.     It  was  introduced  in  connection  with 

Mr.  Dixon  (interposing).  How  was  Senator  Schall  furnished  with  a  copy  of 
the  solicitor's  opinion? 

Mr.  Ke[lly.  It  would  be  interesting  to  know,  Mr.  Commissioner,  how  this 
happened  to  be  in  the  newspapers  of  Minneapolis  weeks  ago;  how  it  happened 
to  be  in  the  newspapers  of  other  parts  of  the  country,  and  there  are  a  lot  of 
things  that  it  would  be  interesting  to  know.     I  can't  myself 

Mr.  RussEix  (interposing).  May  I  answer  that  now,  Mr.  Chairman?  The 
department,  or  the  commission — rather  the  Committee  on  Indian  Affairs — 
Senator  Frazier,  I  understand — I  saw  none  of  the  correspondence  and  don't 
know  anything  about  it  only  what  I  have  been  told  in  the  office — requested 
certain  matters  in  the  files  of  the  commission,  and  they  were  sent  over  by  the 
executive  secretary  to  Mr.  Frazier  in  the  Committee  on  Indian  Affairs,  as  I 
recall  it,  and  upon  being  sent  over  there  it  was  made  public. 

Secretary  Wilbur.  Is  that  the  way  it  ordinarily  happens  with  our  records  of 
the  Power  Commission?    Are  they  made  public  when  they  reach  the  Senate? 

Mr.  RussEiLT^  I  could  not  answer  that,  Mr.  Secretary. 

Secretary  Wilbur.  I  am  asking  the  question,  is  what  we  send  there  public 
as  soon  as  it  leaves  our  iwssession? 

Mr.  RussEXL.  I  could  not  answer  that.  I  do  not  know.  But  in  this  particu- 
lar instance  some  one  over  there  seemed  to  turn  it  over  after  it  had  been  sent 
over  to  the  Committee  on  Indian  Affairs. 

Mr.  Kelly.  I  think  it  will  be  also  interesting  to  know  who  advised  the  chair- 
man of  the  Committee  on  Indian  Affairs  that  this  interesting  opinion  was  in 
the  record. 

Mr.  Russell.  Well,  they  asked  for — first  they  sent  over  some  gentleman  from 
their  committee  who  made  an  examination  of  all  of  the  files  of  the  commission 
and  came  over  here  with  an  order.  Now,  I  didn't  see  it,  but  I  so  understand 
that  is  the  fact,  and  he  made  an  examination  of  our  files  down  in  our  office  and 
made  a  memorandum  of  certain  matters  that  he  wanted,  and  they  covered  con- 
siderable data,  and  among  them  was  this  opinion,  and  they  were  copied  and 
sent  to  the  Committee  on  Indian  Affairs. 

Secretary  Wilbur.  Is  that  correct,  Mr.  Secretary? 

Mr.  Bonner.  I  think  that  what  actually  happened  is  this,  Mr.  Secretary : 
That  Mr.  Mason,  who  is  In  the  room,  is  the  one  who  Initiated  the  request  to  the 
commission  by  telephone,  asking  whether  an  attorney  assigned  from  the  Com- 
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mittee  on  Indian  Affairs  miglit  not  come  over  anrl  examine  the  records,  lie 
speaking  for  Senator  Frazier,  who  is  chairman  of  the  committee.  Mr.  Grorud 
came  over  as  the  representative  of  the  Senate  committee,  and  several  days  later 
Senator  Frazier,  as  chairman  of  the  committee,  wrote  asking  for  certain  records 
which  had  been  found  desirable  by  Mr.  Grorud.  Those  records  were  copied 
and  sent  to  Senator  Frazier  with  the  stipulation,  or  at  least  the  information, 
that  it  was  part  of  the  records  of  the  commission,  ordinarily  by  its  rules  con- 
sidered confidential,  and  we  hoped  they  would  be  kept  solely  for  the  informa- 
tion of  the  members  of  the  committee.     We  have  that  letter  here,  Mr.  Secretary. 

Secretary  Wilbur.  I  would  be  interested  in  having  it  read  into  the  record. 

Mr.  Bonner.  Do  you  want  the  letter  from  Senator  Frazier  read  too? 

Secretary  Wilbur.  I  would  like  particularly  that  part  of  it  that  asks  that 
our  files  be  kept  on  a  confidential  basis. 

Mr.  Bonner.  That  is  the  last  paragraph  in  the  letter  to  Senator  Frazier 
dated  October  12,  signed  by  the  Secretary  of  War,  as  chairman  of  the  commis- 
sion.    The  last  paragraph  is  as  follows 

Secretary  Wilbur.  Perhaps  it  would  be  better  to  read  the  whole  letter  so 
that  we  will  get  the  entire  picture  of  it. 

Mr.  Bonner  (reading)  : 

"  October  12,  1929. 
"  Hon.  Lynn  J.  Frazier, 

"Chairman  Committee  on  Indian  Affairs,  United  States  Senate. 

"  Dear  Senator  Frazier  :  In  compliance  with  requests  contained  in  your  let- 
ters addressed  to  the  executive  secretary  of  the  commission  and  dated  October 
4  and  5,  1929,  I  have  pleasure  in  transmitting  to  you  herewith  copies  of  the 
following  documents  relating  to  the  proposed  power  developments  in  the  Flat- 
head Indian  Reservation : 

"(1)  Copy  of  memorandum  by  William  V.  King,  dated  February  20,  1929. 

"(2)  Copy  of  letter  by  O.  C.  Merrill  to  Rocky  Mountain  Power  Co.  dated 
March  1,  1929." 

Mr.  Dixon.  Shouldn't  Senator  Frazier's  letter  to  the  executive  secretary  be 
read  in  first,  so  as  to  show  the  origin  of  this  letter? 

Secretary  Wilbur.  I  think  so. 

Mr.  Dixon.  To  show  the  whole  correspondence. 

Mr.  Bonner.  Senator  Frazier's  letter  dated  October  4,  1929,  addressed  to  the 
executive  secretary  of  the  commission  is  as  follows : 

"  Dear  Sir  :  Kindly  furnish  for  the  use  of  the  subcommittee  of  the  Senate 
Committee  on  Indian  Affairs  investigating  conditions  among  the  Indians  of  the 
United  States  the  following,  all  relating  to  the  Flathead  power  site,  designated 
as  project  No.  5: 

"  Memorandum  by  W.  V.  King,  dated  February  20,  1929. 

"  Supplemental  memorandum  dated  April  10,  1929,  relating  to  prelicense  cost, 
which  is  supplemental  to  the  King  memorandum  dated  February  20,  1929. 

"  Solicitor's  opinion  No.  8,  dated  September  30,  1929. 

"  Letter  dated  September  23, 1929,  from  F.  E.  Bonner  to  Commissioner  Rhodes. 

"  Statement  regarding  prelicense  cost  of  January  31,  1919,  submitted  by  Rocky 
Mountain  Power  Co.,  through  C.  B.  Smith. 

"  Copy  of  letter  of  transmittal  submitting  statement  of  prelicense  cost  by 
Rocky  Mountain  Power  Co.,  per  Mr.  C.  B.  Smith,  dated  April  3,  1929. 

"Letter  dated  March  23,  1929,  from  Montana  Power  Co.  to  J.  F.  Dennison, 
transmitting  certain  schedules,  also  copies  of  schedules  as  submitted  with  said 
letter. 

"  Copy  of  Montana  Power  Co.'s  job  order  No.  1179,  dated  October  11,  1927, 
together  with  copy  of  accompanying  vouchers  and  expense  accounts. 

"  Letter  dated  April  26,  1929,  from  Mr.  O.  C.  Merrill,  addressed  to  the  Rocky 
Mountain  Power  Co.,  attention  Mr.  C.  B.  Smith,  approving  accounts  submitted 
by  the  Rocky  Mountain  Power  Co. 

"  Copy  of  letter  dated  December  14,  1928,  from  C.  E.  Coe,  superintendent  of 
the  Flathead  agency,  addressed  to  the  Commissioner  of  Indian  Affairs. 

"Copy  of  letter  dated  December  14,  1928,  from  Mr.  C.  E.  Coe,  addressed  to 
Hon.  C.  H.  Burke,  Commissioner  of  Indian  Affairs. 
"  Very  sincerely  yours, 

"  Lynn  J.  Frazier." 
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That  was  followed  by  letter  from  Senator  Frazier  dated  October  5,  which  is  as 
follows : 

October  5. 
Bear  Mr.  Bonneir:  Kindly  furnish  for  the  use  of  the  subcommittee  of  the 
Senate  Committee  on  Indian  Affairs  investigating  conditions  among  the  Indians 
of  the  United  States  a  copy  of  letter  or  memorandum  from  Mr.  O.  C.  Merrill  to 
the  First  Assistant  Secretary  of  the  Interior,  dated  April  30,  1929,  relative  to 
the  status  of  the  Flathead  power  sites. 
Very  sincerely  yours, 

Lynn  J.  Frazier,  Chairman. 

I  will  begin  again  at  the  first  of  the  letter  to  Senator  Frazier  from  Secretary 
Good  under  date  of  October  12 : 

OCTOMIR  12. 

Dear  Senator  Frazier  :  In  compliance  with  requests  contained  in  your  letters 
addressed  to  the  executive  secretary  of  the  commission,  and  dated  October  4  and 
5,  1929,  I  have  pleasure  in  transmitting  to  you  herewith  copies  of  the  following 
documents  relating  to  the  proposed  power  developments  in  the  Flathead  Indian 
Reservation : 

(1)  Copy  of  memorandum  by  William  V.  King,  dated  February  20,  1929. 

(2)  Copy  of  letter  by  O.  C.  Merrill  to  Rocky  Mountain  Power  Co.,  dated  March 
1,  1929. 

(3)  Copy  of  letter  by  C.  B.  Smith  to  executive  secretary  Federal  Power  Com- 
mission, dated  April  3,  1929,  to  which  is  attached : 

(a)  Copy  of  statement  of  prelicense  cost  of  Flathead  project  No.  5  as  of 
January  31,  1929. 

(6)  Copy  of  statement  giving  a  resume  of  activities  of  employees  of  the 
Montana  Power  Co.  whose  time  or  expense  have  been  charged  to  Rocky  Mountain 
Power  Co. 

(c)  Copy  of  contract  between  the  Montana  Power  Co.  and  Chas.  T.  Main 
(Inc.),  with  copies  of  correspondence  extending  scope  of  same  to  cover  Flathead 
development. 

(d)  Copy  of  the  Montana  Power  Co.  job  order  No.  1179,  covering  test  drillings, 
with  certain  details  of  charges  thereunder. 

(e)  Copy  of  statement  showing  accrued  interest  on  advances  from  the  Montana 
Power  Co.  to  Rocky  Mountain  Power  Co. 

if)  Copy  of  letter  by  J.  R.  Thomas  to  J.  F.  Dennison,  dated  March  23,  1929. 

iff)  Copies  of  expense  accounts  of  F.  M.  Kerr,  M.  E.  Buck,  F.  W.  Bird,  Patrick 
J.  Bowling,  W.  G.  Pinkney,  A.  C.  Pratt,  H.  H.  Cochrane,  R.  Roy  Wells,  J.  B. 
Bell,  Frank  Scotten,  and  Ole  Thompson. 

(4)  Copy  of  memorandum  by  William  V.  King,  dated  April  10,  1929. 

(5)  Copy  of  letter  by  O.  C.  Merrill  to  Rocky  Mountain  Power  Co.,  dated  April 
26,  1929. 

(6)  Copy  of  Solicitor  Russell's  opinion  No.  8,  dated  September  30,  1929. 

(7)  Copy  of  letter  by  Charles  E.  Coe  to  Commissioner  of  Indian  Affairs,  dated 
December  14,  1928  (Office  of  Indian  Affairs  No.  60843). 

(8)  Copy  of  letter  by  Charles  E.  Coe  to  Commissioner  of  Indian  Affairs,  dated 
December  14,  1928  (Office  of  Indian  Affairs  No.  60944). 

(9)  Copy  of  memorandum  by  O.  C.  Merrill  to  First  Assistant  Secretary  of 
the  Interior,  dated  April  30,  1929. 

(10)  Copy  of  letter  by  F.  E.  Bonner  to  the  Commissioner  of  Indian  Affairs, 
dated  September  23,  1929. 

Copies  of  all  documents  requested  have  been  furnished  except  certain  bills 
from  Charles  T.  Main  (Inc.),  which  concern  the  preliminary  engineering  work 
for  the  Flathead  development.  The  originals  of  these  bills  were  for  a  time  in 
the  office  of  the  commission,  but  after  examination  were  returned  to  Rocky 
Mountain  Power  Co. 

As  you  are  probably  aware,  the  regulations  of  the  commission  provide  that 
detailed  data  concerning  applications  will  not  be  made  public  except  on  a 
showing  satisfactory  to  the  commission  "  of  the  public  necessity  or  desirability 
therefor,  or  with  the  consent  of  the  applicant."  The  documents  involved  in 
your  request  consist  of  detailed  data  of  this  character  and  all  relate  to  a  matter 
which  has  not  as  yet  received  final  consideration  by  the  commission.  Under 
the  circumstances  It  Is  suggested  that  the  examination  of  the  material  be 
limited  to  the  members  of  your  committee. 
Very  truly  yours, 

James  W.  Good, 
Secretary  of  War,  Chairman. 
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Mr.  Kelly.  The  record  shows  that  in  addition  to  a  contract  with  the  Electric 
Bond  &  Share  Co.  for  the  advantage  of  its  engineering  services  accruing  to  the 
Montana  Power  Co.,  it  also  was  entitled  to  call  upon  the  accounting  department 
of  the  Electric  Bond  &  Share  Co.  under  its  contract,  and  because  an  accountant 
of  the  Electric  Bond  &  Share  Co.  assisted  Mr.  Dennison  in  consultation  with  the 
chief  of  the  accounting  department  of  this  commission  in  the  preparation  of 
this  prelicense  expense  account,  apparently  your  solicitor  concludes  that  the 
Electric  Bond  &  Share  Co.  directed  it,  because  he  says  so  in  his  opinion.  This 
was  directed  by  Mr.  Kerr,  the  vice  president  and  general  ^lanager  of  the  Rocky 
Mountain  Power  Co.,  and  I  dare  say  that  there  was  not  an  officer  or  director 
of  the  Electric  Bond  &  Share  Co.  that  knew  that  this  account  was  even  being 
filed  at  that  time. 

Another  criticism  of  our  account  is  that  out  of  one  hundred  and  eighty-odd 
thousand  dollars,  or  about  $181,000  that  was  spent  in  its  entirety,  some  two  or 
three  hundred  dollars  was  spent  in  connection  with  Indian  powwows.  It 
developed  in  1927  that  the  Rocky  Mountain  Power  Co.,  in  the  preparation  of 
its  claims  to  this  power  site,  or,  rather,  its  application  for  license  and  the 
information  which  it  would  be  compelled  to  have  for  construction,  found  that 
it  was  necessary  to  drill  this  site  as  one  of  the  prerequisites  to  the  construction 
of  a  dam,  and  as  has  been  outlined  in  Mr.  Kerr's  testimony,  the  Montana  Power 
Co.,  by  reason  of  its  growing  market  for  power,  was  compelled  to  go  some- 
wiiere. 

Not  having  been  successful  at  that  time  in  getting  this  site,  it  did  go  else- 
where on  the  Missouri  River  and  did  develop  two  sites  since  then.  But  in 
order  to  deal  collectively  with  the  Indians,  as  I  understand  it — I  didn't  live 
amongst  them,  as  the  solicitor  did — their  method  of  doing  business  collectively — 
or  one  of  them,  at  least — is  to  have  a  powwow  and  gather  the  Indians  in. 
Mr.  Kerr  didn't  arrange  a  powwow,  but  he  was  invited  to  a  powwow ;  that  the 
Indians  wanted  to  talk  to  him  about  this  plant — and  that  will  be  shown  by 
Mr.  Kerr's  testimony — about  this  power  site.  As  a  result  of  this  Indian  pow- 
wow and  consultation  on  the  part  of  the  officers  of  the  Rocky  Mountain  Power 
Co.  with  the  Indians,  the  chiefs  and  the  subchiefs,  I  believe  they  are  called,  of 
the  Confederated  Tribes  did  send  a  petition  to  the  Indian  Department  at  Wash- 
ington that  the  Rocky  Mountain  Power  Co.  be  given  a  permit  to  drill  this 
site,  and  as  a  result  of  the  expenditure  of  that  two  or  three  hundred  dollars 
they  were  permitted  to  and  did  go  in  and  spend  something  over  $25,000  in 
actual  drilling.  They  were  unable,  unfortunately,  to  stand  upon  the  brink 
of  that  canyon  165  feet  above  the  water  and  know  how  to  build  a  dam  in 
the  canyon  or  where  the  bed  was  or  what  kind  of  a  base  you  would  have  to 
put  in. 

Another  criticism  of  this  expense  account,  apparently,  is  that  the  funeral 
expenses  of  somebody  were  paid.  Again,  our  engineers  were  compelled  to 
go  in  that  river 

Mr.  RussEOLL  (interposing).  You  are  speaking  now  of  the  opinion  of  the 
solicitor  ? 

Mr.  Kelly.  No  ;  I  am  speaking  of  the  record.  I  am  speaking  about  what  this 
witness's  testimony  will  show.  Unfortunately,  an  engineer  was  drowned  in 
that  river,  in  line  of  duty  for  the  Rocky  Mountain  Power  Co.,  in  attempting 
to  survey  this  canyon  and  get  the  information  necessary  in  a  preliminary  way 
in  order  to  determine  the  feasibility  and  the  cost,  possible  cost,  of  the  con- 
struction of  a  dam.  His  life  was  lost  in  line  of  duty,  and  the  Rocky  Mountain 
Power  Co.,  through  the  Montana  Power  Co.,  which  w^as  disbursing  the  funds 
for  it,  as  this  record  shows,  paid  Mr.  McMillan's  funeral  expenses,  and  if  that 
is  ground  of  fraud  or  criminal  conduct  on  the  part  of  the  oflSicers  of  the  Mon- 
tana Power  Co.  they  plead  guilty  now.  They  paid  the  funeral  expenses  of 
the  man  who  lost  his  life  in  this  canyon. 

So  much  for  this  series  of  criticisms.  I  don't  know  whether  I  have  over- 
looked any — I  have  notes  as  to  what  we  will  show.  But  the  facts  are  that 
this  record  is  an  open  book,  made  here  in  accordance  with  an  outline  directed 
or  suggested  by  the  chief  accountant  of  this  bureau  in  consultation  with  our 
men,  and  that  the  several  items  of  the  expense  account  of  Mr.  Kerr — foU 
example,  he  was  not  permitted  by  your  accountant's  rules  to  just  bring  in  the 
expenses  of  the  Rocky  Mountain  Power  Co. ;  he  was  required  to  bring  in  his 
expense  account  as  originally  filed  with  the  Montana  Power  Co.,  and  that 
included  all  of  these  other  items,  expenditures  to  the  Wise  River  and  Great 
Falls  and  other  places  where  the  Montana  Power  activities  took  him,  over 
a  period  of  months,  and  out  of  these  were  segi-egated  the  charges  which  prop- 
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erly,  in  his  judgment,  belonged  to  the  Rocky  Mountain  Power  Co.     There  are 
instances  where  the  division  had  to  be  arbitrary  in  that. 

For  instance,  Mr.  Kerr  would  go  to  New  York  or  Washington  on  business 
connected  with  two  companies.  He  probably  would  not  have  been  compelled 
to  go  at  all  in  connection  with  the  Montana  Power  Co.  or  the  Great  Falls  Power 
Co..  but  having  been  to  New  York  or  to  Washington,  some  incidental  business 
was  transacted  in  connection  with  these  other  companies,  and  part  of  his  ex- 
pense account  was  charged  to  these  other  companies.  Now,  you  could  not 
segregate  it,  and  tha*  was  all  explained  to  your  accounting  department  when 
the  account  was  filed  by  our  accountants,  and  there  isn't  any  other  way  of 
allocating  to  this  project  where  officers  of  the  company  go  out  on  joint  enter- 
prises, excepting  to  use  their  judgment  as  to  what  part  of  their  expenses  were 
properly  allocated  to  this.  As  to  whether  or  not  this  commission  will  finally 
allow  it  is  another  proposition,  but  the  record  is  open  and  has  been  all  the 
time,  and  there  wasn't  any  effort  to  conceal  or  to  defraud  anybody  of  any  of 
the  facts  or  any  of  this  money. 

Another  thing  that  is  criticized  in  this  account — and  I  think  this  is  the  last 
item  I  will  mention  in  this  opening  statement — is  the  fact  that  some  $40,000 
of  the  time  of  the  officers,  or  the  salaries,  rather,  of  the  officers  of  the  Montana 
Power  Co.  that  was  devoted  to  the  Rocky  Mountain  Power  Co.'s  Flathead  project, 
was  charged  to  the  project.  Now,  then,  the  Rocky  Mountain  Power  Co.  had 
largely  the  same  officers ;  it  was  a  creature  of  the  Montana  Power  Co.,  and  it 
is  not  fair  to  the  stockholders  of  the  Montana  Power  Co.,  to  the  consumers 
in  Montana,  or  to  the  Public  Service  Commission  of  Montana,  or  anybody  else 
that  these  officers  on  pay  of  the  Montana  Power  Co.  should  spend  a  considerable 
portion  of  their  time  on  the  business  of  the  Rocky  Mountain  Power  Co.  without 
charging  it  in  there.  So  that  over  a  period  of  eight  and  a  half  years  some 
$40,000  or,  I  believe,  about  $4,500  a  year,  for  the  time  of  the  officers  and 
engineers  on  the  pay  roll  of  the  Montana  Power  Co.  was  charged  to  the  Flathead 
project. 

That  was  all  worked  out  through  the  direction  of  your  accountant  and  the 
figures  submitted  to  him  and  a  complete  statement  by  Mr.  Kerr  as  general 
manager  of  the  power  company  as  to  why  these  charges  were  made,  and  a 
general  r^sum^  of  what  duties  w^ere  performed  by  the  several  men,  portions 
of  whose  salaries  were  charged  to  the  Rocky  Mountain  Power  Co. 

Mr.  RussEOLL.  They  were  not  charged  in  your  first  statement  filed,  were  they, 
Mr.  Kelly? 

Mr.  Kelly.  No. 

Mr.  RussELT..  They  were  filed  when  the  Electric  Bond  &  Share  Co.  made  up 
the  statement? 

Mr.  Kelly.  The  Electric  Bond  &  Share  Co.  never  made  up  any  statement. 
An  accountant  in  the  employ  of  the  Electric  Bond  &  Share  Co.,  whose  services 
we  were  entitled  to,  assisted  Mr.  Dennison  in  connection  with  this  statement, 
and  it  didn't  make  any  difference,  as  a  matter  of  fact,  whether  it  did  or  not, 
it  is  up  to  this  commission  to  determine  whether  or  not  that  account  is  correct 
and  a  fair  charge  against  this  project,  and  this  wish-wash  about  the  Electric 
Bond  &  Share  Co.  directing  the  affairs  of  the  filing  of  this  account  is  simply 
for  public  consumption.     It  reads  good. 

Secretary  Wilbur.  As  I  understand  it,  the  Electric  Bond  &  Share  Co.'s  rela- 
tionship to  various  enterprises  is  that  it  supplies  expert  services? 

Mr.  Kelly.  Yes ;  and  makes  a  charge  for  it. 

Secretary  Wilbur.  And  I  suppose  this  was  in  line  with  that  policy? 

Mr.  Keixy.  They,  that  is.  the  Montana  Power  Co.,  as  this  record  shows,  has 
a  contract  with  them  for  this  kind  of  service. 

Mr.  RussEiLL.  Might  it  not  be  well,  Mr.  Chairman,  to  have  a  copy  of  that 
contract  in  the  record? 

Mr.  Kelly.  It  has  been  submitted  to  your  accountant.  It  may  be  in  the 
record. 

Mr.  Russedll.  It  never  has — we  have  not  seen  it — at  least,  I  have  not. 

Mr.  Kelly.  I  thought  I  saw  a  reference  to  it.  Well,  I  submit  that  that  is  a 
contriict  between  the  Montana  Power  Co.  and  the  Electric  Bond  &  Share  Co., 
with  which  this  commission  is  not  concerned,  unless  it  wants  to  cumber  the 
record  with  some  more  immaterial  matter. 

Mr.  Russell.  We  would  like  to  have  the  contract  for  the  benefit  of  our  ac 
counting  section. 

Secretary  Wilbur.  Will  there  be  any  difficulty  about  providing  that  part  of 
the  contract  that  has  to  do  with  the  payment  for  expert  services? 
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Mr.  Keixy.  I  think  not,  if  the  commission  wants  it. 
Secretary  Wilbur.  We  would  like  to  have  that  part  of  it. 
(Thereupon  the  direct  examination  of  Mr.  Kerr  proceeded.) 

By  Mr.  Kelly: 

Question.  Mr.  Kerr,  as  vice  president  and  general  manager  of  the  Rocky 
Mountain  Power  Co.,  you  were  requested  by  the  accounting  department  or  the 
executive  secretary  of  this  commission  to  file  with  the  commission  the  pre- 
license  expens^e  account  of  the  Rocky  Mountain  Power  Co.  in  connection  with  its 
application  for  the  Flathead  project? 

Answer.  I  was,  by  the  executive  secretary. 

Question.  And  whom,  if  anybody,  did  you  direct  to  file  that  account? 

Answer.  I  directed  Mr.  Dennison,  our  treasurer. 

Question.  W^ho  is  Mr.  Dennison? 

Answer.  Our  treasurer. 

Question.  Treasurer  of  the  Rocky  Mountain  Power  Co.? 

Answer.  Yes,  sir. 

Question.  He  is  also  treasurer  of  the  Montana  Power  Co.? 

Answer.  Yes,  sir. 

Question.  Now,  then,  in  pursuance  to  that  direction  did  he  come  to  Washing- 
ton in  connection  therewith? 

Answer.  He  did. 

Question.  And  having  ascertained  what  the  commission  required  did  he  then 
require  from  the  Montana  Power  Co.  certain  detailed  expense  accounts,  includ- 
ing your  own? 

Answer.  He  did. 

Question.  And  just  explain  to  the  commission  how  those  expense  accounts  are 
made  up,  and  covering  your  activities  and  expenditures  incurred  for  the  several 
companies  which  you  represented,  and  how  it  was  allocated  to  the  companies 
to  which  it  should  be  charged. 

Answer.  Obviously  all  employees  of  the  Montana  Power  Co.,  who  incur  ex- 
penses made  monthly  or  weekly,  or  some  time  make  an  expense  account,  to  be 
reimbursed,  and  as  these  ojOScers  and  employees  of  the  Montana  Power  Co.  have 
n  great  variety  of  duties,  necessarily  any  monthly  expense  account  would  cover 
the  activities  that  they  have  been  engaged  upon  during  that  month,  and  it  might, 
and  always  does,  I  might  say,  cover  a  great  many  items. 

Question.  Now,  then,  where  yourself  or  any  other  officer  or  employee  of  the 
company,  the  Montana  Power  Co.,  returns  an  expense  account,  and  in  that  there 
were  expenses  incurred  and  paid  to  yourself  or  other  oflicers  or  employees  for  ex- 
penditures in  connection  with  the  Flathead  project,  who  allocated  those  ac- 
counts and  determined  what  should  be  charged  to  the  Rocky  Mountain  Power 
Co.  account? 

Answer.  It  is  the  rule  to  require  anyone  making  an  expense  account  to  make 
the  distribution  to  the  several  companies,  which,  in  our  operations,  comes  to 
6  or  7  or  8 — I  couldn't  tell  offhand  how  many  companies — myself  and  Mr.  Buck 
and  other  engineers  and  oflScers  of  the  company  are  continually  engaged  on  the 
business  of  the  Montana  Power  Co.,  the  Great  Falls  Power  Co.,  Thompson  Falls 
Power  Co.,  Montana  Reservoir  &  Irrigation  Co.,  Idaho  Transmission  Co.,  Rocky 
Mountain  Power  Co.,  and  perhaps  some  minor  companies  that  I  do  not  remem- 
ber now,  and  when  they  make  up  an  expense  account  they  endeavor  to  the  best 
of  their  judgment  and  ability  to  divide  their  expenses  between  these  com- 
panies. It  often  occurs  that  in  a  single  day  they  may  have  had  business  for 
each  of  several  companies,  consequently  it  devolves  upon  them  to  say  in  their 
best  judgment  what  the  respective  value  of  those  expenses  were  to  the  com- 
panies. 

Mr.  Russell.  That  is,  the  individual  allocates  that  as  he  goes  along? 

Answer.  When  he  makes  out  his  expense  account  he  is  required  to  charge  it 
off.  We  have  a  great  list  of  account  numbers,  and  the  common  way  is  to  initial 
the  account  with  "  Montana  Power,"  "  Great  Falls  Power."  "  125,"  or  "  724," 
or  some  other  number,  which  is  intelligible,  of  course,  in  our  bookkeeping 
department. 


L 


By  Mr.  Kelly  : 
Question.  What  is  your  accounting  number  for  donations? 
Answer.  125-D. 

Question.  What  does  it  represent? 
Answer.  Donations. 
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Question.  Now,  on  all  of  these  expense  accounts  that  were  filed  with  the 
commission,  copies  of  which  were  filed  with  the  commission,  were  your 
donations  specifically  set  out  by  that  number? 

Answer.  Wherever  I  made  them  they  were. 

Question.  Those  donations  accounts  were  explained  to  and  understood  by  the 
accounting  department  of  the  commission? 

Answ^er.  I  have  no  doubt. 

Question.  And  there  were  no  such  donations,  or  any  portion  of  them,  charged 
to  the  Rocky  Mountain  Power  Co.  or  the  Flathead  project? 

Answer.  Not  on  mine. 

Mr.  Russell.  I  think  those,  Mr.  Kelly,  are  the  sheets  that  were  abstracted 
from  our  file.     [Handing  papers  to  Mr.  Kelly.] 

Mr.  Keilly.  Abstracted  from  your  files? 

Mr.  Russell.  Taken  out  of  the  binder. 

By  Mr.  Kelly: 

Question.  Referring  to  your  account  of  September  1,  1927,  expenditure  of 
$50  to  a  church  organization,  marked  "  125-D,"  that  is  an  example  of  how 
these  accounts  were  kept  and  distributions  made?  [Handing  a  paper  to  the 
witness.] 

Answer.  Reading  this  expense  account.  I  find  charged  under  date  of  October 
16,  1927.  "  Y.  M.  C.  A.,  $50,"  and  distributed  to  125-D. 

Question.  That  was  a  donation  to  the  Y.  M.  C.  A.  organizatiton  of  Butte? 

Answer.  Yes,  sir. 

Question.  Was  any  part  of  that  charged  to  the  Flathead  project? 

Answer.  No,  sir. 

Question.  Was  any  part  of  a  donation  that  you  gave  to  Reverend  Barry,  that 
appears  as  criticized  in  the  account — was  any  part  of  that  charged  to  the  Flat- 
head project? 

Answer.  I  see  from  looking  at  the  expense  account  dated  March  31,  1922.  that 
on  January  30.  1922.  I  gave  Reverend  Barry  $22. 

Question.  In  that  expense  account  how  much  is  allocated  to  the  Flathead 
project? 

Answer.  $86.14. 

Question.  And  what  do  those  items  making  up  $86.14  consist  of? 

Answer.  In  this  account  I  find  that  on,  apparently,  January  25  I  went  to 
Missoula,  on  the  26th  to  Poison,  on  the  26th  to  Kalispell,  on  the  27th  to  Great 
Falls,  on  the  28th  to  Butte.    The  money  I  used  at  that  time  totals  $86.14. 

Question.  Of  that  there  is  an  item  of  $50  that  you  paid  to  W.  J.  Brennan,  a 
lawyer,  a  Kalispell? 

Answer.  Yes,  sir. 

Question.  That  was  for  work  in  connection  with  the  Flathead  project? 

Answer.  That  was  looking  up,  as  I  remember,  property  owners. 

Question.  So  that  your  personal  expenses  that  were  charged  to  that  account 
were  $36.14,  and  $50  paid  for  attorneys'  fees? 

Answer.  Yes,  sir. 

Question.  Was  any  part  of  any  donation  at  any  time  to  anybody  charged  to 
the  Flathead  project? 

Answer.  No,  sir. 

Question.  Was  any  part  of  anybody's  expenses  traveling  to  Miles  City  or 
to  Great  Falls  or  to  Wise  River  or  to  Mystic  Lake  or  to  any  other  place  or 
project  not  connected  with  the  Flathead  project  charged  to  this  account? 

Answer.  No,  sir. 

Question.  Did  you  or  your  officers  try  to  build  up  a  capttal  strnctnro  hovx' 
out  of  these  foreign  accounts  in  order  to  deceive  this  commission  niul  iTi(i(\isp 
your  capital  investment  in  this  project? 

Answer.  No,  sir. 

Question.  Was  all  of  this  disclosed  and  explained  to  the  accountants  of  thi^^ 
commission? 

Answer,  Yes,  sir;  I  suppose  it  was. 

Mr.  Russell.  Will  you  give  the  name  of  the  accountant  to  whom  tlmt  ^ns 
explained,  please? 

Mr.  Kelly.  I  could  not  give  it.    Mr.  King  was  chief  accountant. 

Mr.  Russell.  Maybe  Mr.  Kerr  can. 

Answer.  I  don't  know  personally ;  no. 
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By  Mr.  Kelly  : 

Question.  Is  there  anything  in  any  accounts  that  you  know  of  that  are  filed 
here  tliat  justifies  the  statement  that  you  did  charge  donations  to  crippled  chil- 
dren or  to  Y.  M.  C.  A.'s  or  to  churches  or  other  institutions  to  the  Flathead 
project? 

Answer,  No,  sir. 

Question.  Did  you  file  this  account,  or  have  it  filed,  rather,  at  your  own 
direction  or  at  the  direction  of  somebody  else? 

Answer.  At  mine  only. 

Question.  Did  the  Electric  Bond  &  Share  Co.  direct  the  filing  of  this  account 
or  any  part  of  it? 

Answer.  They  knew  nothing  about  it. 

Question.  Now,  just  tell  the  commission  what  you  did  in  the  year  1927,  briefly, 
with  reference  to  getting  a  permit  from  the  Indian  Department  for  the  drilling 
of  this  site,  and  the  time  in  which  you  had  to  act,  and  anything  that  may  tend 
to  explain  your  reasons  at  least  for  incorporating  expenditures  in  that  behalf  as 
part  of  the  preliminary  expense  or  prelicense  expense  of  this  project? 

Answer.  Early  in  1927  I  came  to  Washington  and  told  the  Federal  Power 
Commission  that  the  Rocky  Mountain  Power  Co.  was  ready  to  begin  immediately 
the  construction  of  this  so-called  Flathead  development  if  it  could  secure  a 
license.  I  was  told  by  the  executive  secretary  that  the  then  situation  was  that 
in  all  probability  the  commission  was  not  in  a  position  to  grant  a  license,  be- 
cause of  an  appropriation  that  had  been  made  by  the  United  States  Government 
to  build  a  project  on  the  Flathead  site.  That  was  under  consideration.  I  dis- 
cussed this  matter  with  him,  and  he  expressed  his  judgment  that  it  would  be 
necessary  to  take  this  matter  up  with  the  Indian  Department,  and  probably  it 
would  be  necessary  to  have  what  might  be  called  enabling  legislation  to  change 
the  situation. 

Nobody  seemed  to  know  just  what  the  exact  status  was.  I  think,  perhaps,  the 
representative  of  the  Indians  contended  that  the  legislation  did  not  directly 
affect  the  situation.  But  the  advice  of  our  counsel,  so  far  as  I  understood  the 
judgment  of  counsel  for  the  Indian  Department  and  the  Federal  Power  Com- 
mission, was  that  that  was  the  only  safe  way  to  proceed. 

This  resulted  in  many  conferences,  and  finally  Mr.  Burke,  representing  the 
Indian  Department,  assembled  here  Mr.  John  Truesdale,  whom  I  understand  to 
be  a  solicitor  for  the  Indian  Department,  with  offices  at  Los  Angeles;  Mr. 
Hanna,  from  Montana,  who  is  now  attending  here;  Mr.  Johnson,  representing 
the  water  users  on  the  Flathead  irrigation  project :  Mr.  Flickenger,  if  I  remem- 
ber correctly ;  Mr.  Reed ;  Mr.  Rose ;  and  other  people  connected  with  the 
department. 

We  went  into  it,  and  all  of  this  resulted  in  a  memorandum  addressed  to 
the  Commissioner  of  Indian  Affairs  dated  February  17,  1927,  as  I  remember  it. 

By  Mr.  Russell: 

Question.  By  whom? 

Answer.  By  this  committee.     This  is  kind  of  a  mixed  committee. 

Question.  Have  you  got  a  copy  of  that  memorandum? 

Answer.  Tills  is  in  the  records,  I  am  quite  sure. 

I  was  asked  to  sign  that,  because  in  the  memorandum  it  contained  a  tentative 
offer,  or,  as  I  was  told  at  the  time  I  signed  it,  some  intimation  to  the  commis- 
sioner as  to  what  might  be  secured  in  the  way  of  a  license. 

It  also  contained  some  extraneous  matter  with  regard  to  the  division  of  the 
fee,  for  which  I  am  utterly  not  responsil)le  and  which  I,  if  I  remember  correctly, 
objected  to  at  the  time  as  being  of  this  nature.  We  were  willing  to  pay  a 
rental,  but  having  paid  a  rental,  we  certainly  were  not  interested  in  how  it  was 
to  be  distributed.  They  said,  "  Oh,  well,  this  is  a  memorandum  for  the  Sec- 
retary. This  contains  all  that  we  talked  about,"  so  I  signed  it,  for  which  I 
have  been  criticized  by  a  good  many  people  a  good  many  times  since. 

The  result  of  those  conferences  was  that  enabling  legislation  was  prepared,  1 
think,  by  the  officers  of  the  Indian  Department.  I  have  no  knowledge  of  just 
how  it  was  prepared,  but  it  is  a  matter  of  public  record  that  it  was  in  an 
appropriation  bill.  It  was  there,  as  I  understand  it,  because  it  was  a  modifica- 
tion of  an  appropriation  already  authorized  by  the  United  States  Government. 

It  passed  the  House  and  went  over  to  the  Senate,  and  was  referred  to  the 
Senate  committee ;  and  over  protest  of  some  opposition  my  understanding  is 
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that  it  was  stricken  out  in  tlie  Senate  committee.  Anyway,  regardless  of  what 
happened  to  it,  the  whole  bill  in  which  it  might  have  been  contained  was  killed 
in  what  I  call  the  Reed  filibuster  that  wound  up  the  session  in  1927. 

In  this  memorandum  it  will  be  found  that  I  made  the  statement  that  if  the 
Montana  Power  Co.  or  the  llocky  Mountain  Power  Co.  could  not  have  a  fairly 
definite  answer  by  July  1,  1927,  that  it  reserved  the  right  to  withdraw,  because 
of  the  great  pressure  on  us  to  build  a  project. 

The  legislation  having  failed,  and  it  being  apparent  that  nothing  could  happen 
until  the  next  session  of  Congress — and  that  was  many  months  away — per- 
sonally I  made  up  my  mind  that  it  was  a  hopeless  case  as  far  as  we  were 
concerned;  and  before  leaving  Washington,  I  went  around  to  make  calls  on 
those  whom  I  had  had  contacts  with  to  say  "  thank  you  "  and  "  good  by." 

Everybody  seemed  to  think  that  I  should  not  withdraw;  and  in  this  very 
room  here  the  Secretary  of  War  ;  Commissioner  Burke ;  Mr.  Morrow ;  and  I 
think  Judge  Edwards ;  I  think  Mr.  Flickinger  was  here ;  Mr.  Reed ;  some  8  or  10 
people  stood  here  and  told  me  that  there  was  no  use  to  withdraw  at  this  time ; 
that  undoubtedly  after  all  this  previous  discussion  that  it  was  the  consensus 
of  opinion  that  leasing  ought  to  be  considered ;  and  somebody  raised  the  question 
among  the  engineers  as  to  whether  I  could  drill  a  site  between  now  and  August, 
and  I  had  to  admit  that  it  was  March  and  it  was  flood  time,  and  we  could  not 
drill  the  site  until  August;  and  then  they  said,  "Well,  how  long  will  it  take 
you  to  drill  the  site?"  And  I  said,  "It  will  take  60  days  or  maybe  90  days, 
according  to  how  good  luck  w^e  have." 

They  said,  "  Well,  that  is  late  in  the  fall,  and  Congress  will  be  in  session,  and 
something  will  be  done  about  this  " ;  and  I  was  told  that  we  would  be  allowed  to 
drill  the  site.  I  was  not  asking  for  any  priority ;  I  was  just  willing  to  go  on 
and  spend  our  money  to  find  out  whether  this  really  was  a  site.  Everybody 
believed  it  was,  but  nobody  knew  if  it  was  or  not. 

Months  went  by  and  nothing  came  of  it ;  and  I  was  not  so  anxious  as  manager 
of  the  company  until  it  began  to  get  August  and  we  wanted  to  proceed ;  and  I 
still  had  no  authority  to  go  on  the  site.  In  the  meantime  I  had  seen  Doctor 
Work  when  he  was  visiting  in  Montana,  and  he  told  me  that  when  he  returned 
to  Washington  he  would  call  Mr.  Burke's  attention  to  it,  and  undoubtedly  we 
would  be  permitted  to  go  on. 

However,  we  did  not  get  that  response.  On  September  3  I  called  on  ^li\ 
Caville  Dupuis,  president  of  the  tribal  council  of  the  Flathead  Indians,  at 
his  ranch.  I  was  taken  over  there  by  Mr.  Harbord,  who  testified  here,  because 
I  didn't  know  where  Mr.  Dupuis  lived. 

Our  conversation  all  through  was  very  friendly  and  very  kindly,  and  we 
agreed  that  it  was  a  good  thing,  whether  we  got  the  site  or  who  got  the  site, 
that  this  drilling  might  be  done.  He  approved  of  it  and  told  me  that  he  could 
not  give  me  an  answer ;  that  he  wanted  to  refer  it  to  council.  The  result  was 
that  a  few  days  later,  as  he  had  said  he  would  do,  he  wrote  me  a  letter  and 
referred  me  to  counsel  in  Washington,  D.  C. 

Almost  at  this  time,  or  soon  after  this  time,  I  received  a  telephone  call.  I 
was  told  that  there  was  a  long-distance  call  for  me.  When  I  got  on  the  phone, 
I  found  a  man  by  the  name  of  Sid  W^ard  on  the  phone,  a  person  whom  I  had 
never  heard  of  and  had  no  idea  about  him  at  all.  He  said  that  he  had  a  large 
number  of  Indians  on  his  ranch  in  the  Bitter  Root,  near  Hamilton,  and  that 
they  wanted  to  talk  to  me  about  water-power  matters,  and  he  was  responsible 
for  saying  that  when  I  inquired  why  they  wanted  to  talk  to  me,  that  they  had 
not  been  able  to  learn  as  much  as  they  would  like  to  know  about  this  from  their 
tribal  council. 

I  was  very  doubtful  about  this  invitation,  because  I  was  not  dealing  directly 
with  the  Indians;  I  was  dealing  with  the  Indian  Bureau,  whom  I  understood 
to  be  custodians  of  the  Indians,  and  where  I  had  been  directed  to  do  so,  was 
dealing  with  the  Federal  Power  Commission. 

I  took  several  days  to  find  out  why  they  were  there  and  why  this  invitation 
might  come.  I  learned  first  that  they  were  there  picking  strawberries.  Mr. 
Ward  had  told  me  that  Chief  Charlo  and  Chief  Koostata  and  Machias  and 
Louis  Pelou  and  a  half  a  dozen  other  chiefs  were  there.  After  inquiry  I 
finally  decided  tliat  the  invitation  was  genuine  and  that  it  was  perhaps  best 
for  me  to  go. 

By  Mr.  Dixon  : 
Question.  Was  Sam  there? 

Answer.  Yes;  Sam  was  there,  and  old  Joe,  and  about  150  others.  I  dcnL 
remember  who  they  all  were. 
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But,  anyway,  Mr.  Bird  and  I  drove  over  there.  We  didn't  have  any  idea 
that  we  were  going  over  there  to  more  than  have  a  powwow,  as  they  call  it,  or 
a  talk  with  the  Indians ;  and  we  certainly  had  one.  It  started  one  afternoon  in 
that  tremendously  formal  style,  about  smoking  a  pipe,  and  so  forth,  and  sat 
around  the  floor  saying  nothing  lor  hours. 

The  upshot  of  it  was  that  I  made  a  statement  to  these  fellows  through 
interpreters  and  told  them  the  story;  and  they  were  quite  interested  in  it. 
They  asked  many  strange  questions.  This  kind  of  thing  was  not  entirely  new 
to  me,  because  I  had  worked  on  the  Sioux  Reservation  when  I  was  a  young 
man,  where  there  were  a  lot  t;f  Indians,  and  I  knew  a  lot  of  their  habits. 

So,  the  second  day  of  this  powwow  the  question  of  proceeding  with  the  work 
came  up,  and  the  question  or  well  drilling  came  up;  and  the  result  was  that 
the  chiefs  themselves  approved  of  the  idea,  and  they  finally  drew  up  a  little 
document,  which  is  in  the  records  of  the  Indian  OflBce  here,  petitioning  the 
Commissioner  of  Indian  Affairs  to  grant  a  permit  to  drill. 

After  the  meeting  was  over  and  this  was  signed  with  many  thumb  marks, 
and  so  forth,  the  always  usual  happened.  I  don't  want  to  say  this  in  a  dis- 
paraging way,  but  anybody  who  has  lived  close  to  Indians  knows  that  they, 
start  in  to  panhandle  you  right  away.  There  was  a  good  deal  of  feeling 
about  following  up  the  strawberry  season  by  going  up  to  the  famous  medicine 
tree — I  don't  know  where  it  is ;  it  is  up  near  Ross's,  but  I  don't  know  exactly ; 
somewhere  up  in  the  Bitter  Root.  There  was  a  dearth  of  money  to  provide 
a  couple  of  stecTs  for  this  talk;  and  after  a  considerable  discussion  and  a 
full  meeting  of  the  Elks,  I  was  assessed  the  price  of  two  steers,  which  I  paid. 

After  having  gotten  this  piece  of  paper  from  the  Indians,  I  hadn't  any  doubt 
whether  it  was  valuable  or  not;  that  is,  I  had  no  opinion — I  hadn't  any 
opinion  about  whether  it  was  valuable  or  not.  So  I  called  Mr.  Coe.  the  Indian 
agent  at  Dixon,  and  asked  him  if  he  would  be  in  his  office  a  little  later  than 
usual,  because  I  wanted  to  drive  over  from  Hamilton  to  Dixon  and  have  ;i 
little  talk  with  him.  Mr.  Coe  kindly  said  that  he  would  remain  after  hours, 
and  I  think  I  arrived  about  half  past  6. 

Mr.  Bird  was  with  me,  and  I,  after  the  usual  preliminary  conversation, 
threw  down  this  piece  of  paper  on  the  table;  and  I  said,  "Mr.  Coe,  I  have  a 
piece  of  paper  there.  I  haven't  any  idea  w^hether  it  is  of  any  value  or  not,  but 
I  present  it  to  you  as  a  representative  of  the  United  States  Government." 

He  took  it  up  and  read  it,  and  he  said,  "  Well,  I  think  that  is  of  considerable 
importance,  especially  because  " — then  he  looked  at  the  signatures  on  it  and  the 
people  that  had  signed  it,  and  he  said,  "  I  have  been  on  the  reservation  a  long 
time,  but  I  never  saw  all  those  fellows  sign  one  document  and  all  agree  and 
all  together.  That  is  the  first  time  I  ever  saw  Chief  Koostata  and  Ciiief 
Charlo  on  the  same  document." 

Well,  I  said,  "  Mr.  Coe,  I  am  leaving  it  with  you." 

He  said,  "  I  will  be  glad  to  send  it  to  Mr.  Burke  with  a  letter."  So  Mr. 
Bird  and  I  drove  to  Missoula. 

Some  days  later,  as  will  be  shown  by  the  records,  I  received  a  telegram 
from  Commissioner  Burke:  "You  may  proceed  with  the  drilling";  and  we 
did,  and  we  had  no  interference. 

This  is  an  almost  interminable  story.  I  don't  know  whether  you  gentlemen 
want  me  to  go  on  with  such  a  story  as  this. 

Mr.  Keixy.  I  think  that  is  explanation  enough  unless  the  commissioners 
want  something  else. 

The  Witness.  I  would  like  to  put  one  more  thing  in  here,  and  that  is  this : 
A  peculiar  thing  happened.  This  conference  ended  on  the  23d  of  September, 
on  Friday.  On  the  following  Monday  or  Tuesday — I  can  not  remember  which — 
a  very  few  days  afterwards.  Senator  Wheeler  was  at  St.  Ignatius  and  was 
visiting  with  the  Indians;  and,  as  far  as  I  know%  some  conversation  came  up 
between  them  and  Senator  Wheeler  about  our  drilling  this  site,  and  Senator 
Wheeler,  as  he  told  me,  said  to  this  tribal  council,  "  Of  course,  they  ought  to 
drill  this  site " ;  and  a  few  days  afterwards  I  got  a  permit  from  the  tribal 
council. 

By  Mr.  Kelly: 
Question.  Now,  then,  just  tell  the  commission  what  happened  about  paying 
the  funeral  expenses  of  one  McMillan,  in  charge  of  this  project. 

Answer.  I  can  only  testify  about  that  from  hearsay.     Mr.  McMillan 

Question.  Who  was  McMillan? 
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Answer.  He  was  a  rodman,  and  he  was  handling  a  boat  in  the  rapids.  He 
and  another  young  fellow  were  handling  a  boat  in  the  rapids  and  the  boat  was 
upset,  and  Mr.  McMillan  was  drowned.  The  other  person,  who  was  one  of  our 
general  superintendents,  got  ashore.  Just  why  his  funeral  exi}enses  were  paid 
I  don't  know  personally. 

Question.  He  was  in  the  employ  of  the  Rocky  Mountain  Power  Co.? 

Answer.  Oh,  yes. 

Question.  And  he  lost  his  life  in  line  of  duty? 

Answer.  Yes,  sir. 

Question.  That  is  a  common  practice  among  employers  in  Montana,  and  prob- 
ably elsewhere,  isn't  it? 

Answer.  I  think  it  is  pretty  universal. 

Question.  That  was  why  this  money  was  expended? 

Answer.  Undoubtedly. 

Question.  Just  explain  to  the  commission  the  Charles  T.  Main  account  for 
$10,000  that  was  discussed  here. 

Answer.  The  Charles  T.  Main  firm  had  been  employed  by  the  Montana  Power 
Co.  for  a  good  many  years.  He  had  the  construction  of  all  the  large  works  of 
the  Montana  Power  Co.,  beginning  with  the  Rainbow  development  in  1910  and 
ending  with  the  large  development  at  Holder  in  1918.  He  made  all  of  our 
plans.  We  had  always  carried  on  our  own  construction  work,  with  only  pos- 
sibly very  minor  contracts;  that  is,  we  did  it  on  so-called  daywork.  The  rea- 
son for  this  was  that  we  had  a  very  excellent  construction  superintendent  in 
our  employ  named  Frank  Scottin. 

It  came  time  to  build  the  Moroney  Dam.  Unfortunately,  Mr.  Scottin's  health 
had  failed.  It  seemed  apparent  that  it  was  not  wise  for  us  to  attempt  to  use 
our  own  organization  again,  as  we  didn't  have  anybody  to  substitute  for  Mr. 
Scottin;  and  so  we  desired  to  contract,  and  we  made  a  contract  with  the  so- 
called  Phoenix  Utility  Co.,  who  were  doing  large  construction  in  the  United 
States  and  who  were  associated  with  the  Electric  Power  &  Share  Co.  They 
wanted  to  furnish  engineering  as  well  as  construction. 

So  it  came  about  that  it  was  considered  good  judgment  to  dispose  of  Mr. 
Main's  services.  Now,  Mr.  Main  and  his  company  had  been  continuously  in 
the  employ  of  the  Rocky  Mountain  Power  Co.,  and  they  had  even  made  a  very 
considerable  amount  of  the  drawings  in  connection  with  the  Moroney  develop- 
ment. They  had  made  all  the  drawings  that  had  ever  been  used  in  connection 
■with  the  Flathead  development.  So  we  were  presented  with  this  proposition : 
Our  agreement  with  Charles  T.  Main  was  that  we  paid  him  for  his  employees 
a  per  diem  monthly  as  we  went  along ;  and  then  we  had  a  supplementary  agree- 
ment as  to  a  percentage  which — I  can  not  repeat  it  offhand  here — ^but  it  was 
half  a  per  cent  under  certain  circumstances  and  another  quarter  per  cent  under 
other  circumstances  after  the  work  was  done. 

So  we  were  in  a  position  of  finding  a  basis  upon  which  to  make  this  kind  of 
settlement ;  and  after  discussion  that  took  place  with  Mr.  Main  himself.  Mr. 
Main  made  the  suggestion  that  there  was  a  rule — not  a  law  but  a  rule — used  by 
architects  and  agreed  to  by  the  architects'  association,  as  a  basis  upon  which 
this  kind  of  thing  could  be  settled — and  I  am  not  now  able  to  repeat  exactly 
what  the  terms  of  that  arrangement  are — but  applying  that  rule.  Mr.  Main 
would  be  entitled  to  a  percentage  of  what  it  was  presumed  he  would  have 
earned  if  he  did  the  whole  job :  and  that  is  where  the  $10,000  comes  in. 

The  total  settlement  with  Mr.  Main  was  $25,000.  The  other  $15,000  was  allo- 
cated, I  can't  remember  now  how,  but  between  the  other  companies,  because 
he  had  done  work  for  a  variety  of  companies.     That  is  the  story  about  that. 

Question.  Now,  then,  with  reference  to  allocation  of  the  time  of  the  oflScers 
and  engineers  of  the  Montana  Power  Co.  for  the  services  which  they  rendered 
the  Rocky  Mountain  Power  Co.  in  the  preliminary  work  on  the  Flathead  project, 
what  percentage  in  totals  of  their  salary  was  allocated  over  a  period  of  eight 
and  a  half  years  to  this  project,  approximately,  if  you  know? 

Answer.  Well,  this  thing  occurred  to  me  as  to  how,  as  to  what  this  figure 
really  would  be;  and  I  sat  down  and  cast  as  best  I  could  from  my  recollec- 
tion of  the  salaries,  and  so  forth,  that  this  was  in  the  neighborhood  of  6  or  6V'j 
per  cent  of  the  salaries  of  these  men  during  the  time. 

Question.  In  other  words,  over  a  period  of  eight  and  a  half  years  this  $40,000 
amounts  to  around  6  or  QV2  per  cent  of  the  salaries  of  these  men  whose  time 
was  devoted  to  this  work? 
Answer.  Yes. 
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Question.  Who  made  this  allocation  for  your  accountants  to  file  with  this 
commission? 

Answer.  Do  you  mean  of  the  salaries? 

Question.  Yes. 

Answer,  My  recollection  is  that  we  passed  out  a  questionnaire  to  the  repre- 
sentative men  asking  them  to  set  down  from  either  memoranda  or  from  diaries 
or  anything  that  they  had  an  estimate  of  the  amount  of  time  that  they  had 
applied  to  this  particular  project,  and  some  of  these  are  the  estimates  of  the 
individual  persons  as  to  what  time  they  devoted  to  this  project. 

Question.  And  that  information  was  all  gotten  together  and  furnished  through 
your  treasurer  to  the  accounting  department  of  this  commission? 

Answer.  Yes,  sir. 

Mr.  Kelly.  Unless  there  is  something  else,  I  think  that  is  all,  Mr.  Kerr. 

Secretary  Wilbur.  Does  anybody  else  have  any  questions  that  he  wants  to 
ask  Mr,  Kerr?     Do  you  want  to  ask  any  questions,  Mr.  Forbes? 

Mr.  Forbes.  I  reserve  my  cross-examination  of  Mr,  Kerr  on  his  original 
direct  testimony.  If  anyone  wants  to  examine  Mr.  Kerr  on  this  testimony  that 
he  has  just  given,  he  may  proceed.  I  want  to  get  back  to  his  original 
testimony. 

Secretary  Wilbur,  Does  anybody  want  to  cross-examine  Mr,  Kerr  on  his 
recent  testimony? 

Mr.  Russell.  I  would  like  to  ask  him  a  few  questions. 

Secretary  Wilbur.  All  right. 

Cross-examination  by  Mr.  Russell  : 

Question.  Mr.  Kerr,  you  are  aware  that  the  act  provides  that  the  Federal 
Power  Commission  shall  determine  the  actual,  legitimate  cost  of  construction, 
are  you  not? 

Answer.  I  have  read  this  law,  but  I  would  not  say  that  I  am  competent  to 
interpret  it  very  well. 

Question.  You  are  generally  familiar  with  the  terms  and  conditions  of  it,  are 
you  not? 

Answer.  I  know  what  terms  it  contains.  I  have  no  doubt  that  that  is  what 
they  expect  to  do. 

Question.  Do  you  further  recall  from  reading  the  opinion  that  has  been 
criticized  here  that  the  item  of  $86.14  on  your  expense  account  of  March  31, 
1922,  was  specifically  apporved  of  in  that  opinion  because  the  item  could  be 
found?    Do  you  remember  that?  . 

Answer.  Yes,  sir. 

Question.  Now,  let  me  direct  your  attention  to  your  next  sheet,  under  date 
of  May  IS,  1926.  There  is  a  total  expense  of  $1,042.73 ;  and  in  that  expense  art 
items  to  the  Montana  Deaconess  School  of  $50,  and  later  two  separate  expense 
items,  that  I  will  ask  you  about  later,  of  $35  each.  Somebody  has  made  an 
arbitrary  deduction  there  of  $500  of  the  total  of  $1,042.73,  and  he  has  charged  it 
to  the  Rocky  Mountain  Power  Co.  Now,  how  do  we  know  but  what  a  part  of 
that  donation  is  in  there? 

Mr.  Kelly.  The  reply  would  be,  "How  do  you  know  that  it  was?" 

Answer.  This  distribution  was  not  made  by  myself. 

Question.  How  do  you  know,  Mr,  Kerr,  but  what  the  $500  included  that 
donation?    There  is  nothing  there  to  show  to  the  contrary,  is  there? 

Answer,  You  could  only  determine  that  by  inquiry. 

Question,  Certainly ;  but  all  we  had  before  us  at  the  time  of  writing  that 
opinion  was  your  specific  expense  sheet  that  I  have  just  handed  you,  wasn't  it? 

Mr.  Kelly.  We  object  to  that  as  not  proper  examination,  and  for  the  further 
reason  that  the  record  now  shows  that  the  accountants  of  the  Rocky  Mountain 
Power  Co.  went  over  this  matter  with  the  accountants  of  this  division  or  this 
commission,  and  that  there  is  no  reason  why  the  solicitor  had  not  had  what- 
ever information  the  accountants  had  available. 

By  Mr.  Russell: 
Question.  Well,  let  me  ask  you  this :  Did  you  take  part  in  the  conference 
regarding  this  account  with  the  representatives  of  the  Power  Commission? 
Answer.  No,  sir. 

Question.  Then  you  don't  know  what  did  take  place? 
Answer.  No,  sir. 
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Question.  I  notice  numerous  items  here  running  throughout  your  account 
with  no  explanation  at  all  except  to  say,  "  Special  expense,  $85."  Sometimes 
the  item  is  down  there  twice.    What  does  that  $35  mean,  Mr.  Kerr? 

Answer.  Well,  I  have  tried  to  keep  it  private  to  the  organization  for  20  years. 

Question.  Well,  we  want  to  know,  because  we  are  charged  with  finding  the 
actual  cost. 

Answer.  I  am  perfectly  willing  to  tell  it  to  you,  but  don't  tell  them  back 
there. 

Question.  No.    They  probably  will  find  out  about  it  anyway. 

Answer.  The  power  company  furnishes  to  the  general  manager  a  chauffeur. 
He  is  on  the  regular  pay  roll  with  men  in  a  certain  classification,  and  he  goes 
on  that  pay  roll  in  that  classification  all  the  time.  But  he  doesn't  work  eight 
hours  a  day ;  he  works  as  many  hours  as  we  travel. 

Quest  on.  As  many  hours  as  you  want  him  to? 

Answer.  And  for  years  both  myself  and  my  predecessor  have  added  to  our 
expense  account  month  by  month  $35  for  the  chauffeur.    That  is  what  it  is. 

Question.  I  see; 

Now,  that  is  paid  out  of  the  operating  expenses  of  the  Montana  Power  Co.,. 
isn't  it? 

Answer.  Sometimes.    When  it  is  charged  to  them,  it  is. 

Question.  Whenever  it  is  charged  on  these  sheets,  it  is  paid  from  the  operat- 
ing expenses  of  the  Montana  Power  Co.,  isn't  it? 

Answer.  Wliy,  when  it  is  charged  to  the  Montana  Power  Co.,  it  is ;  yes. 

Question.  Let  us  get  a  direct  answer.  Whenever  that  $35  appears  on  these 
sheets  that  you  turned  over  to  the  Federal  Power  Commission  as  a  charge 
against  the  Montana  Power  Co.,  the  Montana  Power  Co.  paid  it  and  charged 
it  up  to  the  operating  expenses  of  the  Montana  Power  Co.,  did  they  not? 

Answer.  Surely. 

Mr.  Kelly.  Just  a  minute,  now.  I  don't  think  the  witness  understood  the 
question.  The  answer  was  that  whenever  that  was  charged  to  the  Montana 
Power  Co.,  they  paid  it. 

By  Mr.  Kelly: 

Question.  If  on  these  sheets  it  is  charged  to  the  Rocky  iNIountain  Power  Co. 
or  the  Great  Falls  Power  Co.,  then  it  is  not  paid  out  of  the  Montana  Power  Co. 
operating  expenses,  but  out  of  their  advances  on  behalf  of  this  company?  Is^ 
that  true? 

Answer.  Yes,  oir. 

By  Mr.  Russell: 

Question.  Well,  I  assume  that  all  of  the  items  that  are  on  these  sheets  were 
paid  to  you  by  the  Montana  Power  Co.? 

Answer.  Yes,  sir. 

Question.  And  all  of  your  expenses  paid  by  the  Montana  Power  Co.  were 
charged  to  the  operating  expenses  of  that  company? 

Answer.  To  that  or  other  companies.    It  is  distributed. 

Question.  Yes;  it  is  distributed? 

Answer.  Yes. 

Question.  So  that  it  is  charged  to  the  operating  expenses.  Mr.  Kerr,  and  the 
public  has  already  paid  that  money  out  of  operating  expenses,  haven't  they? 

Answer.  Oh,  no. 

Question.  Well,  you  get  credit  for  it  in  that  manner,  do  you  not? 

Answer.  Well,  where  it  is  charged  to  a  concern.  If  the  Montana  Power  Co. 
paid  my  expenses,  the  part  of  it  which  is  chargeable  to  another  company,  the 
Montana  Power  Co.  would  be  credited  when  the  item  was  charged  to  another 
company. 

Question.  Certainly. 

Answer.  These  operating  expenses  of  the  Montana  Power  Co.  would  be 
creclited  with  that  nmount. 

Question.  Certainly;  and  the  other  company  would  cli:iri:t'  ii  ;i1I(M  n:iii\(Iy  to 
the  operating  expenses  of  that  company? 

Answer.  Yes;  but  if  it  was  a  nonoperating  company  there  wouldn't  be  any 
charge. 

Question.  But  there  is  nothing  in  these  sheets  to  show  that  there  is  any 
nonoperating  company  here? 

Answer.  I  guess  the  Rocky  Mountain  Power  Co.  is  certJiinlx  .issumod  to  bo  a 
nonoperating  company. 
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Question.  Are  there  nonoperating  companies  in  which  this  charge  was  made 
other  than  the  Rocky  Mountain  Power  Co.  ? 

Answer.  I  don't  recall  any  at  this  moment. 

Question.  Now.  I  direct  your  attention  to  your  expense  account  under  date  of 
April  15,  1927.     It  shows  a  total  expense  of  $2,607.47? 

Answer.  Yes.  sir. 

Question.  Covering  from  January,  I  take  it,  1927,  up  until  the  end  of  the 
year  at  least.  It  covers  expense  to  New  York  via  Detroit,  and  to  Washington, 
in  January  and  February ;  to  New  York  and  Washington  in  March ;  to  New  York, 
Butte,  and  some  other  small  items  in  the  month  of  March,  the  last  end  of  the 
month,  the  last  end  of  the  month.  On  that  sheet  you  have  charged  to  the 
Rocky  Mountain  Power  Co.  out  of  that  total  of  about  $2,600  an  arbitrary  charge 
of  $2,000;  is  that  correct  [showing  a  paper  to  the  witness]? 

Answer.  It  appears  from  this  expense  account 

Question.  Just  answer  my  question.  It  shows  a  charge  to  the  Rocky  Mountain 
Power  Co.  of  $2  000  out  of  the  $2,600,  does  it  not? 

Answer.  Yes.  sir. 

Question.  Let  me  have  the  sheet,  please. 

Secretary  Wilbur.  He  may  give  an  explanation  of  it. 

Mr.  Kelly.  He  may  explain  his  answer  as  to  why  he  made  the  charge. 

Mr.  Russell.  Let  me  first  ask  him  another  question. 

By  Mr.  Russell: 

Question.  There  is  no  explanation  of  that  sheet,  is  there,  that  shows  why  that 
charge  was  made? 

Mr.  Kelly.  We  object  to  that,  if  the  commission  please,  for  the  reason  that 
there  is  no  rule  that  I  know  of  of  the  Federal  Power  Commission  requiring  any 
L'xplanation.  As  the  record  now  shows,  this  is  an  account  made  by  this 
accountant  who  furnished  this  information  in  connection  with  the  accounting 
department  of  this  commission.  Of  course,  the  presumption  is  that  your  ac- 
counting department  had  an  explanation  of  thes?  things  at  the  time  that  the 
account  was  prepared.  There  is  no  ruling  requiring  that  there  be  anything 
said  on  this  sheet,  because  this  sheet  is  a  certified  copy  of  the  Montana  Power 
Co.'s  books,  which  your  accounting  department  requested  us  to  file.  We  could 
not  add  anything  to  or  subtract  anything  from  them.  So  the  question,  we  sub- 
mit, is  improper. 

By  Mr.  Russell  : 

Question.  Let  us  have  your  explanation  now,  then. 

Answer.  Looking  at  this  expense  account,  I  see  that  the  first  item  is  dated 
January  14,  "  to  New  York  via  Detroit,"  and  the  next  item  is  January  23, 
*•  Washington."  and  the  next  is  February  2,  "  to  New  York,"  and  February  6, 
"  to  Washington,"  March  7,  to  '*  New  York,"  March  13,  "  to  Butte,"  and  arrival 
in  Butte  March  16.  There  is  a  further  item  that  on  March  21  I  went  to 
Miles  City,  and  on  the  23d  I  went  to  Butte.  And  then  I  have  four  $35  items 
here.  Apparently,  from  reading  this,  it  seems  that  I  had  not  charged  the  $35 
for  December  of  the  previous  year,  and  I  charged  $35  for  January  and  $35  for 
February,  1927. 

When  I  had  this  expense  account  in  front  of  me  I  had  a  memorandum  from 
which  I  made  it,  and  the  reason  for  the  $2,000.  the  exact  amount  of  $2,000,  I 
could  not  state  at  this  time  except  that  I  know  it  was  my  business  judgment  at 
that  time  that  that  was  a  fair  and  reasonable  charge  against  the  Rocky 
Mountain  Power  Co.;  and  that  $607.47  was  a  reasonable  charge  against  the 
general  expenses  of  the  Montana  Power  Co.  Just  how  I  made  the  division  and 
just  why  I  made  it  I  can  only  say  that  it  was  my  business  judgment  at  that 
moment  that  that  was  a  fair  distribution. 

Question.  That  is  all  we  have  now  upon  which  to  base  a  finding  of  this  com- 
mission as  to  what  the  actual  cost  of  the  construction  of  this  project  consists  of? 

Answer.  Yes,  sir. 

Mr.  Kelly.  Does  the  prelicense  expense  go  into  that? 

Mr.  Russell.  Yes ;  so  considered. 

By  Mr.  Russell: 
Question.  Right  there.     The  procedure  under  which  you  were  required  to  file 
a  statement  of  the  prelicense  cost  is  under  order  No.  27  of  the  commission? 

Answer.  I  want  to  say 

Question.  Just  answer  my  question,  please. 
Answer.  Well,  I  don't  know. 
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Mr.  RussEOLL.  I  ask  tbat  order  No.  27  be  made  a  part  of  the  record  by 
reference. 

Secretary  Wilbur.  Is  there  any  objection  to  its  being  so  ordered?  It  will  be 
so  ordered. 

Was  there  anything  more  that  you  wanted  to  say  about  that,  Mr.  Kerr? 

The  Witness.  I  was  going  to  say  that  when  I  made  out  these  expense 
accounts  two  years  ago  and  made  the  distribution  of  this,  I  certainly  did  not 
have  before  me  any  consideration  of  prelicense  expense.  I  didn't  know  what 
this  committee  was  going  to  allow  for  prelicense  expense.  I  was  running  a 
business,  and  I  tried  to  make  a  reasonable  and  equitable  distribution  among 
the  various  companies  which  I  was  working  for. 

By  Mr.  Russell: 

Question.  I  am  not  criticizing  you  at  all.  Mr.  Kerr.  I  am  simply  trying  to 
find  out  honestly  what  the  actual  cost  of  construction  of  this  plant  was.  That 
is  all  I  want  to  find  out. 

Now,  I  notice  here  under  your  statement  filed  with  this  commission  under 
date  of  January  4,  1928,  trips  to  Washington  and  New  York  from  Butte,  and 
so  forth,  from  October  19  up  until  December  17,  I  take  it,  of  1928;  and  you 
have  there  a  total  of  that  expense  of  $2,479.39,  all  charged  up  to  the  Rocky 
Mountain  Power  Co.  Now,  did  you  do  any  business  for  the  Rocky  Mountain 
Power  Co.  or  for  the  Anaconda  Copper  Mining  Co.  or  any  other  of  your  afiiliated 
companies  on  those  trips  to  New  York? 

Answer.  I  never  did  any  business  for  the  Anaconda  Copper  Mining  Co. 

Question.  Very  well.  I  will  eliminate  that.  I  didn't  know  but  what  you 
represented  that  as  well. 

Answer.  I  certainly  do  not. 

Question.  But  is  there  in  any  of  this 

Answer.  It  is  very  apparent  from  this  statement  that  I  concluded  when  I 
made  up  this  expense  account  that  this  whole  trip  was  made  wholly  for  the 
benefit  of  the  Rocky  Mountain  Power  Co. 

Question.  Do  you  know  whether  there  is  anything  in  the  files  of  the  com- 
mission— I  mean  the  Federal  Power  Commission — that  shows  any  activity  of 
yours  on  these  dates  at  all  in  Washington  ? 

Answer.  I  don't  know. 

Question.  These  files  for  these  expenses,  Mr.  Kerr,  were  filed  sometime  after 
your  last  expense  account  or  expense  statement  had  been  filed  by  the  Electric 
Bond  &  Share  Co.,  were  they  not? 

Answer.  I  don't  know  anything  about  that  myself. 

Question.  Well,  in  your  statement? 

Mr.  Kelly.  What  expense  account  do  you  refer  to.  Mr.  Russell,  please? 

Mr.  Russell.  I  mean  the  prelicense  statements  of  expenses. 

Mr.  Kelly.  Which  one  was  filed  by  the  Electric  Bond  &  Share  Co.? 

Mr.  Russell.  The  latter  one.     I  have  forgotten  how  you  describe  it. 

Mr.  Kelly.  Will  you  show  it  to  me,  please' 

Mr.  RussELT^  Yes. 

Mr.  Kelly.  I  hadn't  seen  any.  If  there  is  anyone  filed  here  of  the  Electric 
Bond  &  Share  Co.,  I  want  to  see  it. 

Mr.  Russell.  I  will  inquire  about  it,  Mr.  Kelly. 

By  Mr.  Russell: 

Question.  Let  me  ask  you  this:  The  first  statement  that  was  filed  sets  out 
in  the  statement  a  lump  sum  on  these  expenses.  That  was  followed  by  a  sub- 
sequent statement,  whether  filed  through  the  Electric  Bond  &  Share  Co.  I  don't 
care;  it  is  immaterial  now — and  in  that  is  a  statement  setting  out  the  sum 
of  forty-odd  thousand  dollars  of  these  expenses :  and  you  were  requested,  were 
you  not,  by  the  Federal  Power  Commission  to  furnish  to  Mr.  King,  the  chief 
accountant,  an  itemized  statement  of  the  actual  expen.ses  in  the  way  of  cost 
of  actual  construction  of  this  project  so  that  they  would  understand  what  that 
amount  was,  were  you  not? 

Answer.  I  don't  know,  Mr.  Russell.  I  wasn't  here  and  I  didn't  have  any- 
thing personally  to  do  with  it. 

Question.  Well,  the  original  records  of  these  expenses  were  in  the  hands 
of  the  Montana  Power  Co.,  were  they  not? 

Answer.  The  records  were  in  the  hands  of  Mr.  Deulson,  as  far  as  I  know. 
I  wasn't  here.    I  don't  know  anything  about  that. 
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Question.  Is  Mr.  Denison  likewise  an  oflficial  of  the  Electric  Bond  &  Share 
Co.? 

Answer.  No ;  not  that  I  know  of.    He  has  been  our  treasurer  for  years. 

Question.  None  of  these  expenses,  I  presume,  were  in  the  possession  of  the 
Rocky  Mountain  Power  Co.,  were  they? 

Answer.  I  don't  know  what  you  mean  by  that. 

Question,  Well,  these  expenses  accounts  that  you  have  hande<l  us  hete — were 
they  in  the  possession  of  the  Rocky  Mountain  Power  Co.?    Do  you  know? 

Answer.  Well,  Mr.  Denison  was  treasurer  of  the  Montana  Power  Co.  and  he 
saw  them,  and  he  was  the  treasurer  of  the  Rocky  Mountain  Power  Co.  when 
he  saw  them. 

Question.  But  they  were  not  in  the  possession  of  the  applicant  at  any  time, 
were  they? 

M"r.  Kelly.  He  just  testified  they  were  in  the  possession  of  its  treasurer. 

Mr.  RussEXL.  Very  well.    We  will  leave  it  that  way. 

By  Mr.  Russeix  : 

Question.  I  can  not  now  just  put  my  finger  on  the  sheet  among  these  ex- 
penses accounts,  but  there  is  one  in  here  in  which  you  have  charged  up  several 
hundred  dollars  to  the  expense  account  of  tax  investigation  at  Billings,  Mont., 
in  1922.    Do  you  remember  that,  Mr.  Ketr? 

Mr.  Kelly.  Charged  to  the  Rocky  Mountain  Power  Co.? 

Mr.  Russell.  I  don't  know.    I  am  trying  to  find  out  whether  it  was  or  not. 

By  Mr.  Russell: 
Question.  Do  you  know  about  that,  Mr.  Kert? 

Answer.  No ;  I  don't.    I  wouldn't  recall  it  offhand.    If  I  could  see  it,  I  could 
tell  you  whether  there  is  any  charge  to  the  Rocky  Mountain  Power  Co. 
Question.  I  don't  know  where  it  is,  but  I  know  it  is  in  these  items  here. 
Mr.  Kelly.  There  are  a  lot  of  items  thete. 

By  Mr.  Russell  : 

Question.  Now,  Mr.  Kerr,  you  recall,  do  you  not,  that  in  this  memorandum 
under  criticism  here  we  asked  that  you  come  in  and  show  us  the  breakdown 
of  this  expense  account,  so  that  w^e  will  uudel'Stand  just  what  accounts  are 
actually  attributable  to  this  Rocky  Mountain  Power  Co.? 

Mr.  Kelly.  Just  a  minute. 

Answer.  Investigation  in  Billings?    I  never  have  investigated  anything. 

Mr.  Kelly.  I  want  to  know  who  called  on  him  for  this  request. 

By  Mr.  Russell: 

Question.  You  read  the  opinion,  did  you  not? 

Answer.  I  read  your  brief. 

Question.  And  in  there  it  is  suggested  that  there  are  some  of  these  items  that 
are  properly  chargeable  to  this  account? 

Answer.  I  think  so. 

Question.  All  we  want  to  know  is  what  they  are. 

Now,  ].et  me  direct  your  attention  for  a  moment  to  the  Charles  Main  contract. 
Whatever  amount  of  money  Charles  T.  Main  earned  in  any  of  the  work  that  he 
did  on  this  Montana  project  or  Flathead  project  was  paid  for,  was  it  not? 

Answer.  Yes,  sir. 

Question.  And,  if  I  understand  you  correctly,  after  the  Electric  Bond  &  Share 
Co.  got  control  of  the  Montana  Power  Co.,  if  I  may  use  that  term,  it  was  decided 
to  eliminate  Charles  T.  Main  from  further  consideration  under  his  contract, 
was  it? 

Answer.  The  Electric  Bond  &  Share  Co.  had  nothing  whatever  to  do  with 
that  proposition. 

Question.  I  understand^  but  it  happened  after  the  Electric  Bond  &  Share  Co. 
had  taken  over  the  Montana  Power  Co..  did  it  not? 

Answer.  The  Electric  Bond  &  Share  Co.  has  never  taken  over  the  Montana 
Power  Co. 

Question.  Well,  whatever  their  contract  is  it  will  speak  for  itself? 

Answer.  Yes. 

Question.  Subsequent  to  the  taking  over  by  the  Electric  Bond  &  Share  Co. 
this  settlement  was  made  with  Charles  T.  Main,  wasn't  it? 

Answer.  Yes. 


3958      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Question.  And  you  asked  this  commission  to  insert  in  the  capital  account  as 
a  part  of  the  actual  cost  of  construction  of  the  Flathead  project  $10,000  of  the 
$25,00o  that  you  paid  in  liquidation  of  that  contract? 

Answer.  Yes,  sir. 

Question.  Is  Mr.  John  R.  Thomas  assistant  treasurer  of  the  Montana  Power 
Co.? 

Answer.  Yes,  sir. 

Question.  I  direct  your  attention  to  a  letter  written  by  him  to  Mr.  Denison 
under  date  of  March  23,  1923,  and  ask  you  if  you  ever  saw  the  original  or  a 
copy  of  that  [handing  a  paper  to  the  witness]? 

Answer.  This  letter  here,  a  copy,  was  handed  to  me,  so  I  must  have  seen  it. 

Question.  You  don't  recall  it? 

Answer.  I  don't  recall  it ;  no,  sir. 

Mr.  Russell.  May  I  read  into  the  record,  Mr.  Chairman,  just  a  short  excerpt 
from  this  letter? 

Mr.  Dixon.  Who  is  that  from? 

Mr.  Russell.  From  Mr.  John  R.  Thomas,  assistant  treasurer  of  the  Montana 
Power  Co.,  addressed  to  Mr.  Denison,  as  secretary  of  it. 

Mr.  Kelly.  May  I  ask  that  if  a  part  of  the  letter  is  to  be  read  that  it  should 
all  be  read  in. 

Secretary  Wilbur.  You  had  better  put  in  the  whole  letter. 

Mr.  Russell.  In  order  to  save  time  may  I  instead  of  reading  the  letter  hand 
it  to  the  reporter  to  be  copied  in  the  record? 

Secretary  Wilbur.  No.    We  will  have  the  whole  letter  read  now. 

Mr.  Russell.  The  letter  reads : 

March  23,  1929. 
Mr.  J.  F.  Denison, 

Secretary  and  Treasurer  Rocky  Mountain  Power  Co.,  Neic  York,  N.  Y. 

Dear  Sir:  In  compliance  with  the  suggestions  made  by  Mr.  C.  B.  Smith  in  his 
letter  of  March  16,  1929,  addressed  to  Mr.  F.  M.  Kerr,  vice  president  and  general 
manager  of  the  Montana  Power  Co.,  we  have  prepared  upon  his  instructions  and 
we  inclose  herewith  the  following  schedules: 

(1)  R6sum6  of  the  activities  of  employees  of  the  Montana  Power  Co.  whose 
time  or  expense  has  been  charged  to  Rocky  Mountain  Power  Co.  (in  duplicate). 

(2a)  Original  bills  covering  payments  made  by  the  Montana  Power  Co. 
to  Charles  T.  Main  (Inc.)  for  account  of  Flathead  development,  aggregating 
$39,114.61. 

(2&  and  c)  Certified  copy  of  contract  between  the  Montana  Power  Co.  and 
Charles  T.  Main  (Inc.),  with  certified  copies  of  correspondence  extending  scope 
of  same  to  cover  Flathead  development  (in  duplicate). 

(3a)  Copy  of  job  order  No.  1179,  covering  test  drillings  made  by  the  Montana 
Power  Co.,  also  detailed  statement  of  accounts  showing  completed  costs  (in 
duplicate). 

(3b)  Itemized  statements  (in  duplicate)  of  the  following  subaccounts  of 
test  drilling:  (1)   Superintendence,  $659.04;  (2)  general,  $1,085.86. 

To  this  are  attached  statements  to  the  effect  that  there  have  been  no  dupli- 
cations of  charges. 

(4)  Revised  statements  (in  duplicate)  of  accrued  interest,  showing  details 
of  computation  (a)  at  6  per  cent  compounded  annually  and  (&)  at  6  per  cent 
sirtiple  interest. 

The  following  explanation  is  offered  in  substantiation  of  the  payment  of 
$10,000  to  Charles  T.  Main  (Inc.)  for  their  withdrawal  from  the  Flathead  devel- 
opment undertaking  as  per  written  agreements  between  the  Montana  Power  Co. 
and  Charles  T.  Main  (Inc.)  it  had  been  understood  that  Charles  T.  Main  (Inc.) 
would  supervise  the  plans  and  the  construction  of  power  plant  at  the  foot  of 
Flathead  Lake  when  the  necessary  Federal  license  had  been  secured.  Under 
this  understanding  they  supplied  the  services  of  their  organization  at  bare  cost, 
with  the  idea  that  a  reasonable  profit  would  eventually  be  realized  when  con- 
struction was  authorized  and  begun.  Under  our  new  relationship  with  Electric 
Bond  &  Share  Co.,  however,  we  will  be  able  to  avail  ourselves  of  the  engineering 
services  of  that  company  hereafter  in  construction  undertakings  of  this  charac- 
ter, and  it  was  considered  to  be  for  the  best  interests  of  the  Rocky  Mountain 
Power  Co.  and  the  Montana  Power  Co.  to  withdraw  from  the  contract  entered 
into  with  Charles  T.  Main  (Inc.).  As  a  result  of  conferences  between  Mr. 
Charles  T.  Main,  Mr.  John  D.  Ryan,  and  Mr.  F.  M.  Kerr,  the  sum  of  $10,000  was 
agreed  upon  as  a  fair  and  equitable  measure  of  the  profit  accrued  to  Charles  T. 
Main  (Inc.)  under  the  contract.  Pending  the  granting  by  the  Federal  Power 
Commission  of  a  permit  for  developing  the  Flathead  site  no  superseding  con- 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     3959 

tract  has  been  entered  into  with  respect  to  the  construction  of  Flathead 
development. 

We  have  reviewed  our  charges  to  Rocky  Mountain  Power  Co.  with  particular 
reference  to  those  expense  accounts  of  which  a  proportion  was  charged  to  Rocky 
Mountain  Power  Co.  and  certify  that  the  prorations  made  are  the  result  of  our 
best  judgment,  and  we  believe  them  to  be  proper  and  equitable  charges  to  the 
Flathead  development. 

These  schedules  and  a  copy  of  this  letter  have  been  submitted  to  and  examined 
by  Mr.  Kerr,  vice  president  and  general  manager,  and  he  has  expressed  his 
concurrence. 


Yours  very  truly, 


Montana  Power  Co., 

J.  R.  Thomas,  Assistant  Treasurer. 


By  Mr.  Russell: 

Question,  Who  is  Mr.  C.  B.  Smith?     Do  you  know  him? 

Answer.  I  met  him  yesterday. 

Question,  He  is  an  official  of  the  Electric  Bond  &  Share  Co.,  is  he  not? 

Answer.  As  far  as  I  know. 

Question,  Well,  he  is,  isn't  he? 

Answer.  I  suppose  so.  I  don't  know  what  you  would  call  an  ofl5cial.  He 
is  an  employee,  as  I  understand  it. 

Mr.  Russell.  In  that  connection  I  desire  to  read  into  the  record,  Mr,  Chair- 
man, another  letter  in  explanation  of  this,  if  I  may. 

Secretary  Wilbur.  It  is  a  part  of  our  record  here,  isn't  it? 

Mr.  Russell.  I  am  perfectly  willing  to  make  it  by  reference  to  save  reading. 

Secretary  Wilbur.  What  is  the  use  of  reading  it?  We  are  getting  a  record 
so  long  now  that  nobody  will  read  it. 

Mr.  Russell.  For  the  purpose  of  showing  that  all  of  these  companies  were 
handled  by  the  Electric  Bond  &  Share  Co.  after  their  contracts  went  into  effect, 
and  before  the  contract  actually  went  into  effect.  That  is  all  I  desire  it  for. 
If  it  is  admitted 

Mr.  Kelly.  Do  you  mean  to  show  from  those  accounts  under  our  contract 
that  any  of  that  service  was  furnished  by 

Mr.  Russell,  By  the  Electric  Bond  «&  Share  Co, 

Mr.  Kelly.  Read  it,  then,  if  it  shows  that.    I  would  like  to  know  that. 

Mr.  Russell,  I  beg  your  pardon.  I  am  informed  by  Mr,  King  that  that  was 
by  their  accountant  before  the  contract  was  made. 

Mr.  Kelly.  I  would  like  to  have  anything  in  this  record  that  shows  that  the 
Electric  Bond  &  Share  Co.  as  an  organization  did  anything  In  connection  with 
the  filing  of  this  account  besides  pay  the  expenses  of  Mr.  Smith  as  an  auditor 
and  accountant. 

Mr.  Russell.  It  shows  some  considerable  correspondence  with  the  Electric 
Bond  &  Share  Co,    I  will  get  it  for  you,  Mr,  Kelly. 

Mr,  Kelly,  If  it  shows  that,  we  are  unaware  of  it.  We  would  like  to  know 
that  if  it  is  there. 

Secretary  Wilbur.  Will  you  read  the  letter,  then,  Mr,  Russell? 

By  Mr,  Russell: 
Question.  Was  Mr.  Smith  likewise  an  employee  of  the  Rocky  Mountain  Power 
Co.  in  1929? 
Answer.  Not  to  my  knowledge. 
Secretary  Wilbur.  Which  Smith? 
Mr.  Russell.  Mr.  C.  B.  Smith. 

By  Mr.  Russell: 
Question.  Not  to  your  knowledge? 
Answer.  Not  to  my  knowledge. 

Mr.  Russell.  The  letter  reads :  "  Rocky  Mountain  Power  Co."  Then  it  has 
"  Electric  Building,  Butte,  Mont.,"  erased  and  "  Two  Rector  Street,  New  York, 
N.  Y.,"  inserted  in  typewriting. 

April  3,  1929, 
Executive  Secretary  Federal  Power  Commission, 

Was'hington,  D.  C. 
Dear  Sir  :  With  further  reference  to  our  conference  on  March  14,  1929,  with 
respect  to  the  prelicense  expenditures  of  the  Flathead   development  for  the 
Rocky  Mountain  Power  Co,,  there  is  transmitted  herewith,  in  triplicate,  a  state- 
ment of  prelicense  expenditures  to  January  31,  1929.     There  Is  also  inclosed 
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and  submitted,  as  agreed  upon  in  the  conference  above  referred  to,  the  fol- 
lowing : 

(1)  R^sum6  of  the  activities  of  the  employees  of  the  Montana  Power  Co. 
whose  time  or  expense  has  been  charged  to  the  Rocky  Mountain  Power  Co. 

(2)  Original  bills  covering  payments  made  by  the  Montana  Power  Co.  to 
Charles  T.  Main  (Inc.)  for  account  of  Flathead  development,  aggregating 
$39,114.61. 

As  the  invoices  represent  original  records,  it  is  desired  that  they  be  returned 
as  soon  as  they  have  served  your  purposes.  If  you  should  desire  copies  for 
your  permanent  files,  we  will  be  glad  to  furnish  certified  or  photostatic  copies 
of  the  originals. 

(3)  Certified  copy  of  contract  between  the  Montana  Power  Co.  and  Charles 
T.  Main  ( Inc. ) ,  with  certified  copies  of  correspondence  extending  scope  of  same 
to  cover  Flathead  development. 

(4)  Copy  of  job  order  No.  1179,  covering  test  drillings  made  by  the  Montana 
Power  Co.,  and  also  detailed  statement  of  accounts  showing  completed  costs. 

(5)  Itemized  statements  of  the  following  subaccounts  of  test  drillings:  (1) 
Superintendence,  $659.04;  (2)  general,  $1,688.86.  To  these  are  attached  state- 
ments to  the  effect  that  there  have  been  no  duplications  of  charges. 

(6)  Revised  statements  of  accrued  interest  showing  details  of  computation: 
(o)  At  6  per  cent  compounded  annually;  (b)  at  6  per  cent  simple  interest. 

(7)  Copy  of  letter  dated  March  23,  1929,  from  J.  R.  Thomas,  assistant  treat. 
urer,  the  Montana  Power  Co.,  transmitting  data  above  enumerated  in  numbers 
1  to  6,  inclusive. 

(8)  Copies  of  subaccount  of  Messrs.  F.  M.  Kerr,  M.  E.  Buck,  F.  W.  Bird, 
Patrick  J.  Dowling,  W.  G.  Pinkney,  A.  C.  Pratt,  H.  H.  Cochrane,  Roy  Wells, 
J.  E.  Bell,  Frank  Scotten,  Ole  Thompson. 

We  trust  these  additional  data  will  expedite  the  approval  of  the  prelicense 
costs. 

Kindly  acknowledge. 
Yours  very  truly, 

C.  B.  Smith. 

Secretary  Wilbur.  Is  there  any  objection  to  having  that  copied  in  the  record? 

Mr.  Kelly.  No. 

Secretary  Wilbur.  It  is  so  ordered. 

By  Mr.  Russell: 

Question.  Now,  the  office  of  the  Rocky  Mountain  Power  Co.,  evidently,  on 
April  3,  1929,  had  been  changed  to  Np.  2  Rector  Street,  New  York? 

Mr.  Kelly.  Oh,  no. 

Answer.  The  office  of  the  Rocky  Mountain  Power  Co.  in  New  York  City  prior 
to  this  time  was  at  253  Broadway. 

Question.  That  was  with  the  Montana  Power  Co.? 

Answer.  And  the  Montana -Power  Co.  office  was  transferred  some  time — I  can 
not  remember  the  exact  date,  but  early  in  that  year — I  think  to  No.  2  Rector 
Street. 

Question.  The  fact  remains,  does  it  not,  that  either  just  before  or  ever  since 
the  contract  was  entered  into  with  the  Electric  Bond  &  Share  Co.,  the  office  of 
the  Rocky  Mountain  Power  Co.,  and  the  office  of  the  Montana  Power  Co.  have 
been  at  No.  2  Rector  Street,  New  York,  which  is  the  same  address  as  the  Electric 
Bond  &  Share  Co.? 

Answer.  Ever  since  what? 

Question.  Ever  since  the  date  of  the  contract,  or  possibly  before. 

Answer.  Are  you  talking  about  the  contract  with  the  Electric  Bond  &  Share 
Co.? 

Question.  Yes. 

Answer.  No;  it  has  not. 

Question.  When  were  the  offices  of  the  Rocky  Mountain  Power  Co.  and  the 
Montana  Power  Co.  transferred  to  the  same  office  as  the  Electric  Bond  &  Sli:ii.' 
Co.? 

Mr.  Kelly.  Just  a  moment.  We  object  to  that  as  irrelevant  and  immaterial. 
The  fact  that  the  company  had  offices  in  the  same  building  with  the  Electric 
Bond  &  Share  Co.  does  not  prove  the  conclusion  of  the  solicitor  that  the  Electric 
Bond  &  Share  Co.  made  this  report,  and  does  not  even  te.ud  to  prove  it.  It  is 
wholly  irrelevant  in  this  record. 

Secretary  Wilbue.  It  seems  to  me  to  be  Irrelevant.  No.  2  Rector  Street  is  a 
large  area. 
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Mr.  Russell.  Well,  if  counsel  will  admit  it,  I  do  not  know  that  it  is  worth 
jioing  into.  But  we  do  want  to  show  that,  since  the  date  of  this  contract,  the 
supervision  of  all  matters  of  the  Rocky  Mountain  Power  Co.  and  the  Montana 
Power  Co.  has  been  under  the  sui>ervision  of  and  the  correspondence  with  this 
commission  has  been  from  the  offices  of  the  Electric  Bond  &  Share  Co. 

If  they  admit  that,  that  is  all  I  will  ask. 

Mr.  Kelly.  That  is,  because  it  was  at  No.  2  Rector  Street? 

Mr.  Russell.  No;  because  it  was  actually  at  the  same  physical  office  as  the 
Electric  Bond  &  Share  Co. 

Mr.  Kelly.  What  does  that  prove,  in  reference  to  that  statement,  that  the 
Electric  Bond  &  Share  Co.  furnished  those  accounts  to  this  commission? 

Mr.  Russell.  Because  we  have  leters  in  the  files  of  the  commission  where 
tliey  were  submitted  on  the  stationery  of  the  Electric  Bond  &  Share  Co. 

Mr.  Kelly.  What  does  that  prove? 

Mr.  Russell.  It  proves  that  they  sent  them  in  here,  and  that  is  what  we  want 
to  know,  is  it  not? 

Mr.  Kelly.  Well,  your  statement  was  that  the  Electric  Bond  &  Share  Co. 
directed  the  filing  of  this  expense  account  and  the  form  of  it  with  this  com- 
mission, and  that  is  not  ti-ue. 

Mr.  Russell.  Well,  I  can  show  you  that  it  was  true — and  I  am  not  going 
to  let  it  stand  on  tli^^  credit  of  your  statement,  either. 

Mr.  Kelly.  You  assumed  it  because  Mr.  Smith,  who  is  auditor  of  the  Elec- 
tric Bond  &  Share  Co.  and  to  whose  services  we  were  entitled  under  the  con- 
tract, worked  on  it — you  concluded  from  that  and  published  to  the  world  that 
the  Electric  Bond  &  Share  Co.  filed  this  account,  did  you  not? 

Mr.  Russell.  I  did  not  publish  anything.  The  fact  remains  that  the  corre- 
spondence with  this  commission  and  all  matters  relating  to  those  accounts  stand 
with  the  Electric  Bond  &  Share  Co.,  so  far  as  I  can  recall. 

Mr.  Kelly.  When  you  said  in  your  opinion  that  the  Electric  Bond  &  Share 
Co.  filed  this  account  with  the  commission  you  based  it  on  the  fact  that  there 
was  some  correspondence  in  the  files  from  No.  2  Rector  Street? 

Mr.  Russell.  And  signed  by  C.  B.  Smith,  an  official  of  both  companies. 

Mr.  Kelly.  Yes. 

Mr.  Russell.  Yes. 

Mr.  Kelly.  And  who  at  that  time  was  working  under  contract  with  the 
Montana  Power  Co.,  as  the  correspondence  shows. 

Mr.  Russell.  Well,  I  will  get  the  correspondence,  and  there  will  be  no 
quarrel  about  putting  it  in  the  record. 

Mr,  Kelly.  You  stated,  Mr.  Solicitor,  that  you  liad  a  report  here,  filed  by 
the  Electric  Bond  &  Share  Co.,  filed  on  behalf  of  the  company.  We  would  like 
to  have  you  produce  that  if  you  have  it. 

Mr.  Russell.  My  information  is  that  the  last  statement,  .  the  one  that  in- 
cluded the  Montana  Power  Co.'s  final  summaries,  was  sent  to  this  commission 
through  the  officers  of  the  Electric  Bond  &  Share  Co. 

Mr.  Kelly,  Sent  from  No.  2  Rector  Street,  yes;  and  that  was  signed  and 
filed  by  J.  F.  Dennison,  as  treasurer  of  the  Rocky  Mountain  Power  Co.,  was 
it  not?  May  I  see  the  exhibit?  [Examining  paper.]  Is  this  the  last  report 
that  was  sent  in? 

Mr.  Russell.  I  am  not  sure  whether  it  is  the  last  report  or  not. 

Mr.  KELLY'.  Well,  get  the  last  report  sent  in  and  see  whether  it  was  not 
verified  by  Mr.  Dennison  as  treasurer  of  the  company. 

Mr.  Russell.  This  is  April  8.  1929.     Now,  was  there  one  filed  after  that? 

Mr.  King.  No  ;  that  was  a  statement  by  C.  B.  Smith. 

Mr.  Russell.  My  understanding  of  the  whole  matter,  Mr.  Kelly,  comes  from 
Mr.  King,  the  chief  accountant  of  this  commission.  That  the  letter  transmitting 
this  report  comes  under  the  letterhead  of  the  Rocky  Mountain  Power  Co., 
signed  by  C.  B.  Smith,  who  was  an  officer  of  the  Electric  Bond  &  Share  Co. 

Mr.  Kelly.  Did  he  sign  it  as  an  official  of  the  Electric  Bond  &  Share  Co.  ? 

Mr.  Russell.  No;  he  does  not. 

Mr.  Kelly.  He  is  an  auditor,  is  he  not? 

Mr.  Russell.  I  do  not  know.    Mr.  King  knows. 

Mr,  Kelly.  So  that  he  signed  it ;  and  you  wrote  in  your  opinion  that  the 
Electric  Bond  &  Share  Co.  made  this  report. 

Mr.  Russell.  Upon  the  correspondence,  and  upon  the  information  furnished 
to  me  by  the  chief  accountant  of  the  Federal  Power  Commission ;  yes. 

Mr.  Kelly.  That  is  correspondence  that  you  have  introduced  into  the  record, 
1?  it? 
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Mr.  RussESLL.  There  is  some  other  correspondence,  Mr.  Kelly,  that  I  have  not 
in  front  of  me  now,  but  I  will  get  it. 

Mr.  Keixy.  I  wish  you  would,  because  I  would  like  to  know  what  you  base 
that  conclusion  upon. 

Mr.  RU8SE2LL.  I  will  tell  you  now  that  I  base  that  conclusion  upon  the  fact 
that  C.  B.  Smith  was  an  official  of  the  Electric  Bond  &  Share .  Co.  in  some 
capacity. 

Mr.  Kelly.  Did  he  sign  any  of  these  reports  in  that  capacity? 

Mr.  Russell.  Technically,  no.  And  that  the  reports  were  sent  here  on  the 
letterheads  of  the  Rocky  Mountain  Power  Co.,  and  he  was  not  an  officer  of  the 
Rocky  Mountain  Power  Co.,  but  was  an  officer  of  the  Electric  Bond  &  Share  Co. 

Now,  if  I  have  drawn  the  wrong  conclusion,  I  am  willing  to  stand  corrected. 

Mr.  Kelly.  Well,  you  have. 

Mr.  Russell.  But  it  will  not  be  on  your  bare  statement  of  this  that  I  will 
stand  corrected. 

By  Mr.  Russell: 

Question.  Mr.  Kerr,  what  is  the  date  of  the  contract  between  the  Montana 
Power  Co.  and  the  Electric  Bond  &  Share  Co.? 

Answer.  My  recollection  is  that  it  was  April  1,  1928. 

Question.  April  1,  1928? 

Answer.  Yes,  sir. 

Question.  Well,  this  letter  from  Mr.  Thomas,  under  date  of  March  23,  1929, 
advises  the  Rocky  Mountain  Power  Co.  that  no  superseding  contract  has  been 
entered  into  with  respect  to  the  construction  of  the  Flathead  development? 

Answer.  That  is  a  fact. 

Question.  Well,  did  not  the  contract  with  the  Electric  Bond  &  Share  Co. 
cover  that? 

Answer.  The  contract  with  the  Electric  Bond  &  Share  Co.  is  exactly  similar 
to  the  retaining  of  an  attorney ;  and  under  that  contract  we  are  allowed  to  call 
upon  them  for  services.  If  the  services  are  large,  beyond  what  they  would  bo 
ordinarily,  comparatively 

Question.  I  see. 

Answer.  Comparatively  with  that  of  an  attorney  who  is  under  retainer,  that 
we  pay  something  extra  for  that.  But  as  to  there  being  any  contract  with  the 
Electric  Bond  &  Share  Co.,  or  any  dealings  with  the  Electric  Bond  &  Share  Co. 
as  to  what  will  happen  in  the  Rocky  Mountain  Power  Co.  development,  there 
is  none. 

By  Mr.  Keixy  : 

Question.  This  same  contract  is  one  which  permits  you  to  call  upon  them  for 
items  of  auditing  and  accounting? 

Answer.  Every  service  that  they  can  furnish.  And  also  that  Mr.  Smith  was 
brought  into  this  thing  because  of  the  lack  of  experience  of  the  Rocky  Mountain 
Power  Co.  and  the  Montana  Power  Co.  in  the  methods  of  presenting  these 
accounts  under  Order  27. 

By  Mr.  Russell: 

Question.  Well,  it  is  a  fact  that  they  had  Mr,  Smith,  or  some  official  of  the 
Electric  Bond  &  Share  Co.,  have  something  to  do  with  the  submission  of  this 
statement,  is  it  not?    That  is  correct,  I  think. 

Answer.  He  was  used,  as  I  understand  it — I  am  not  able  to  testify  for  Mr. 
Denison — but  I  assume  he  was  used  when  an  advisor  was  needed. 

Question.  Well,  he  was  used  anyway. 

Answer.  Apparently. 

Question.  Now,  in  this  contract  With  Charles  T.  Main  &  Co.  we  found  (hat 
the  total  settlement  was  $25,000,  that  was  paid  to  Main. 

Answer.  Yes,  sir. 

Question.  And  who  was  it  that  determined  that  $10,000  of  that  should  be 
assigned  to  the  Flathead  project? 

Answer.  Mr.  Ryan  and  myself. 

Question.  That  did  not  represent  any  actual  cost  of  construction  on  the 
project,  did  it? 

Answer.  It  certainly  did. 

Question.  It  did  not  go  into  any  engineering  that  was  actually  performed 
there,  did  It? 

Answer.  I  think  this  record  should  be  made  to  show 

Question.  Just  answer  that  question,  please. 
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Answer.  I  am,  exactly.  I  think  this  record,  in  reply  to  that  question,  should 
be  made  to  show  that  Charles  T.  Main  and  his  concern  have  completed  sub- 
stantially all  of  the  drawings  that  ever  will  be  used  in  connection  with  the 
erection  of  the  Flathead  plant. 

Question.  And  they  got  paid  for  that? 

Answer.  And  they  got  paid  for  that. 

Question.  Exactly;  and  you  are  adding  on  $10,000  more? 

Answer.  That  work  will  not  be  supplemented  in  any  way,  and  that  it  is  abso- 
lutely essential  to  this  project. 

Secretary  Wilbur.  Well,  Mr.  Russell,  it  was,  I  believe,  stated  here  a  while  ago 
that  a  settlement  was  reached  under  the  contract  with  Main  on  the  basis  that 
such  settlements  are  made  with  architects  and  others. 

Mr.  Russell.  I  understand. 

Secretary  Wilbur.  As  to  what  would  be  the  legitimate  amount  payable.  So 
that  this  is  simply  the  ordinary  course  of  business  procedure,  as  I  under- 
stand it. 

The  Witness.  If  you  had  hired  an  architect  to  put  up  a  building  across  the 
street,  and  he  had  made  designs  and  specifications,  and  it  happened  that  you 
were  unable  to  carry  on  that  building,  the  architect  can  collect  from  you  for 
his  work. 

The  designs  are  there,  the  plans  are  there,  the  plans  are  available,  and  they 
will  never  be  supplemented. 

And  if  we  are  successful  in  building  this  plant  that  work  will  be  as  valuable 
as  any  work  done  on  the  plant. 

By  Mr.  Russell: 

Question.  But  what  we  are  concerned  with,  Mr.  Kerr,  is  this :  The  determina- 
tion of  whether  or  not  the  $10,000  paid  for  the  liquidation  of  the  contract  should 
represent  the  actual  legitimate  cost  of  construction,  within  the  purview  of 
the  act. 

Now,  I  am  not  saying  that  I  am  right  about  it  or  that  there  is  no  other  alter- 
native, but  it  is  a  debatable  question ;  and  therefore  it  was  suggested  in  my 
memorandum  that  in  my  opinion  it  should  not  be  included  as  cost  of  construc- 
tion, because  it  did  not  help  actual  construction  cost. 

Answer.  Do  you  want  me  to  refer  to  that? 

Question.  No ;  I  think  it  is  comparatively  clear  in  here.  You  can  reply  to  it, 
however,  if  you  want  to. 

Answer.  It  is  perfectly  obvious  that  if  an  architect  or  engineer  is  paid  only 
an  actual  per  diem  during  the  time  he  is  on  the  work,  at  some  time  he  must 
be  paid  for  the  brains ;  and  that  is  just  as  much  a  part  of  these  dra>.v^ings  as 
the  per  diem  that  was  paid. 

Question.  Now,  as  to  the  salaries  of  the  officers  of  the  Montana  Power  Co. — 
those  salaries  were  all  paid  from  the  operating  expenses  of  the  Montana  Power 
Co.? 

Answer.  Yes,  sir. 

Question.  Are  you  acquainted  with  Mr.  Leighton,  of  the  Electric  Bond  & 
Share  Co.? 

Answer.  Yes,  sir. 

Question.  Do  you  know  whether  or  not  Mr.  Leighton  knew  anything  about 
this  cost  statement  that  was  filed,  and  took  part  in  conferences  here  with  Mr. 
King  on  behalf  of  the  Electric  Bond  &  Share  Co.? 

Answer.  No,  sir ;  I  do  not. 

Question.  Why  did  it  happen  that  you  did  not  include  in  the  first  statement 
you  filed,  Mr.  Kerr,  these  salaries  for  these  Montana  officials? 
I    Answer.  I  have  not  any  knowledge  of  what  filings  were  made,  personally. 
*    Question.  Well,  you  knew  in  the  first  statement  that  there  was  no  claim  for 
those  Montana  salaries,  did  you  not? 

Answer.  I  did  not.  I  said  I  did  not  know  anything  about  the  details  of  the 
filing  of  this  statement.  I  had  nothing  to  do  with  it.  I  was  not  present  at  the 
time,  personally. 

Question.  I  am  not  asking  you  about  any  conference.  I  am  asking  you 
whether  or  not  you  knew  there  was  an  actual  claim  made  in  the  statement  that 
was  filed  for  the  salaries  of  the  Montana  officials? 

Answer.  I  do  not. 

Question,  When  was  that  first  suggested  to  you,  that  there  be  a  claim  filed 
for  the  salaries  of  the  Montana  officials? 

Answer.  It  was  never  suggested  to  me. 
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Question.  When  did  you  first  know  it  was  actually  filed  here? 

Answer.  I  think  when  I  had  the  question  of  what  had  been  filed  brought 
before  me,  and  I  do  not  know  the  exact  time. 

Question.  That  was  recently? 

Answer.  Very  recently. 

Question.  Yes.  So  that  up  to  recently  you  knew  nothing  about  filing  that 
claim  for  Montana  salaries? 

Answer.  I  can  not  say  that,  because  if  it  was  referred  to  me  at  any  time — 
and  I  do  not  remenil)er  whether  it  was  or  was  not — undoubtedly  the  salaries  of 
the  company  oflSeials  would  have  been  in  the  statement;  any  time  that  I  had 
it  in  my  hands,  they  had  certainly  been  added. 

Secretary  Wilbur.  Have  you  anything  further,  Mr.  Russell?  ' 

Mr.  Russell.  I  think  that  is  all,  Mr.  Chairman. 

Secretary  Wilbur.  Does  anyone  else  have  anything  they  wish  to  take  up  at 
this  point? 

Mr.  Mason.  There  is  a  question  that  I  would  like  to  ask  the  witness. 

By  Mr.  Mason  : 

Question.  On  the  pay  roll  of  that  company,  Mr.  Kerr,  there  occurs  the  name 
of  one  Joe  Irvine.  I  want  to  know  if  this  is  the  same  Joe  Irvine  who  appeared 
at  the  time  of  the  hearings  of  the  Senate  Committee  on  Indian  Affairs  held 
in  July,  and  had  a  rough  time  with  counsel,  and  later  created  a  disturbance 
and  applied  to  the  members  of  the  committee  and  attempted  to  start  a  "  rough- 
house,"  and  had  to  be  removed  by  a  deputy  sheriff? 

Answer.  I  do  not  know.    I  do  not  know  that  he  is  on  the  pay  roll. 

Question.  You  do  not? 

Answer.  No. 

Secretary  Wilbur.  Are  you  ready,  Mr.  Forbes,  to  go  back  to  your  original 
line  of  questions? 

Mr.  Grorud.  Mr.  Chairman,  I  would  like  to  ask  Mr.  Kerr  some  questions 
about  the  expense  account  that  may  be  brought  up  by  other  examiners;  but  I 
want  the  commission  to  know  about  them ;  and  if  they  are  not  brought  out  by 
these  other  attorneys  I  would  like  to  ask  him  some  questions. 

Secretary  Wilbur.  Very  well ;  you  may  do  so. 

Mr.  Forres.  Mr.  Chairman,  I  do  not  intend  to  examine  Mr.  Kerr  on  this 
expense  account  after  the  way  it  has  been  covere:!.  So  that  I  think  that  if 
Mr.  Grorud  has  any  questions  to  ask  in  regard  to  the  expense  account  I  prefer 
to  have  it  all  done  now. 

Secretary  Wilbur.  Yes;  we  would  like  to  get  this  expense  account  (•l(\ir((l 
up  and  out  of  the  way. 

Mr.  Grorud.  The  principal  matter  I  want  to  inquire  about  is  in  rottMonce 
to  the  meeting  with  the  Indians. 

Secretary  Wilbur.  Well,  since  no  one  has  anything  further  along  that  line, 
will  you  proceed? 

Mr.  Russell.  May  I  say  a  few  words  to  make  the  matter  clear?  So  far  as 
the  solicitor's  office  is  concerned,  we  are  endeavoring  to  interpret  the  act  as  ta 
what  constitutes  actual  costs.  Those  are  debatable  questions,  of  course;  and 
1  am  not  claiming  that  that  is  the  only  method;  but  we  are  simply  inserting 
those  in  the  record  so  that  the  commission  may  actually  detenuine  whether  thos<^ 
are  actual  costs. 

Mr.  McCmjMACK.  I  would  like  to  inquire  about  the  expens(»  account  for  just 
a  few  minutes. 

By  Mr.  MoCormack  : 

Question.  I  would  like  to  inquire  if  W.  J.  Bennett  was  an  employee  of  the 
company  ? 

Answer.  He  was  not. 

Question.  I  would  likt'  to  inquire  if  he  did  not  arrange  a  hearing  at  Kalispelt 
in  which  a  number  of  farmers  were  invited,  and  vou  were  present? 

Answer.  I  think  so.    We  met  in  his  office,  if  I  remember. 

Question.  Are  you  not  sure  of  it? 

Answer.  I  think  so. 

Question.  Are  you  not  sure  of  it? 

Answer.  Yes;  I  think  I  am  positive  of  It. 

Question.  Well,  that  meeting—what  was  the  purpose  of  it?  For  wh:i(  re;iso!i 
was  it  called? 

Answer.  Conversation. 
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Question.  About  what? 

Answer.  Flathead. 

Question.  What  idea  did  you  have  in  mind  when  you  had  Mr,  Bennett  make 
tliese  arrangements  for  those  people  who  were  with  you? 

Answer.  1  do  not  think  Mr.  Bennett  made  the  arrangements  for  me. 

Question.  He  made  them  without  you? 

Answer.  He  made  them,  as  1  understand,  as  a  friend  of  both  parties. 

Question.  Both  parties?    Under  whose  employ  was  he? 

Answer.  He  was  not  under  my  employ. 

Question,  Under  whose  employment  was  he  at  Kalispell? 

Answer.  I  do  not  know  whose  employment  he  was  in. 

Question.  You  were  not  aware  that  he  was  under  continuous  employment 
for  15  or  20  years  with  the  Anaconda  Copper  Co.? 

Answer.  I  am  not. 

Question.  That  he  worked  as  legal  counsel,  as  political  director,  as  chief 
of  the  lobbyists  at  Helena  for  17  sessions  continuously? 

Answer.  I  have  no  information  about  that. 

Question.  That  is  all  I  want  to  know. 

Now,  with  regard  to  Mr.  Ward,  was  he  an  employee  of  the  company? 

Answer.  No,  sir. 

Question.  Frank  Hazelbaker — was  he  an  employee  of  the  company? 

Answer.  No,  sir. 

Question.  Then,  what  was  this  expense  that  this  money  was  paid  to  him 
for  ;  a  donation  ? 

Answer.  What  are  you  referring  to? 

Question.  The  bill  that  involved  these  items  was  so  many  dollars  paid  to 
Frank  Hazelbaker ;  I  think  it  was  $75  or  $50 — Great  Falls. 

Answer.  Where  is  it? 

Question.  From  my  understanding,  it  is  in  this  bill  of  expenses,  among  the 
items. 

Answer.  Show  me  the  items. 

Mr.  Kelly.  Is  that  the  Flathead  project? 

Mr.  McCoEMACK.  As  much  as  any  of  the  others  that  are  charged  to  Flat- 
head project. 

Mr.  Kelly.  You  must  have  got  that  from  the  solicitor's  opinion.  The  evi- 
dence shows  that  it  was  not  there. 

Mr.  Russell,  Of  course,  if  there  is  anything  wrong,  it  should  not  be  charged 
to  my  opinion. 

Mr.  McCoRxMACK.  I  got  it  from  the  statement  as  filed;  that  is  the  thing  I 
am  talking  about.    I  want  to  know^  about  it. 

Mr.  Kexly.  It  will  be  a  long  story,  Mr.  Secretary,  and  I  object  to  it 

Mr.  McCoEMACK.  I  asked  the  question,  and  I  would  like  the  gentleman  to 
answer  it. 

Mr.  Kelly,  I  am  objecting  to  the  question  as  improper,  for  the  reason  that 
there  are,  as  now  appears  from  the  testimony,  an  endless  number  of  expense 
items  that  occurred  on  behalf  of  the  Montana  Power  Co.,  the  Great  Falls 
Power  Co.,  and  other  companies,  including  the  Rocky  Mountain  Power  Co. 

Taking  this  hearing,  the  only  thing  this  commission  is  concerned  with  is 
the  expenses  that  are  charged  to  this  project. 

Secretary  Wilbuk.  That  is  all  that  we  are  interested  in. 

Mr.  Kelly.  We  are  not  adverse  to  going  into  that  if  the  commission  so 
desjires. 

Secretary  Wilbub.  We  want  none  of  that  in  at  all.  We  want  to  get  here  a 
discussion  of  the  expenses  charged  to  the  Rocky  Mountain  Power  Co.,  and  not 
to  all  these  other  companies. 

Mr.  Kelly.  Then,  for  the  purpose  of  the  record,  I  will  say  it  appears  that 
on-  the  expense  account  from  which  this  item  is  taken,  appears  $86.14  that  was 
charged  to  the  Rocky  Mountain  Power  Co. — all  for  expenses  of  one  trip  to  the 
Flathead  by  Mr.  Kerr.  No  other  items  on  that  expense  account  than  the  charge 
of  .$.50  attorney  fee  and  $36.14  personal  expenses.  So  that  all  of  these  items 
are  expenses  of  the  Montana  Power  Co.  Mr.  Kerr  will  be  very  glad,  if  the 
commission  wants  to  spend  the  necessai*y  time  on  this,  to  go  into  the  history 
of  the  Montana  Power  Co.  But  my  opinion  is  that  those  questions  ought  to  be 
directed  to  the  things  that  are  chargeable  to  this  project. 

Secretary  Wilbur.  Can  you  not  direct  your  questions,  Mr.  McCormack,  to 
the  Flathead  project? 
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Mr.  McCoRMACK.  Mr.  Chairman,  I  think  I  am  strictly  within  the  probabilities. 
It  is  quite  evident  that  these  coi*porations  came  within  the  degree  of  con- 
sanguinity, by  every  statement  that  has  been  made. 

This  account  that  I  saw  was  a  part  of  the  accounts  of  this  department, 
although  I  did  not  see  it  here,  and  it  carried  these  items  altogether. 
Mr.  Kelly.  Where  did  you  see  it? 
Mr.  McCoRMACK.  I  refuse  to  answer  that  question. 

Secretary  Wilbur.  It  is  rather  important  for  us  to  know  if  our  records  are 
in  the  hands  of  other  people  and  available  to  other  people. 

Mr.  McCormack.  The  record  was  shown  to  me  as  well  as  to  Mr.  Kerr. 
The  Witness.  They  were  not  shown  to  me. 

Mr.  McCormack.  You  went  over  them.     I  followed  you  in.    They  were  open 
on  the  desk,  and  I  was  told  that  you  had  just  been  over  them,  trying  to  segre- 
gate the  different  accounts.    I  will  swear  to  this,      x 
In  addition  to  that,  I  was  told  here. 

Secretary  Wilbur.  Well,  were  those  the  records  of  this  commission,  or  the 
records  of  the  company? 

Mr.  McCormack.  The  records  of  this  commission,  filed  with  this  commission, 
and  as  I  understood  and  understand,  O.  K.'d  by  a  former  Secretary  as  part  of 
the  necessary  expenses.     It  is  in  there  in  its  entirety. 

Secretary  Wilbur.  I  wonder  if  I  have  made  myself  clear?  The  question  is 
whether  our  records  are  in  any  other  place  than  in  our  own  ofBce,  available  for 
the  observation  of  others.  That  is  what  we  want  to  know.  Now,  if  the  records 
of  the  Montana  Power  Co.  are  available,  that  is  a  different  question.  But  If 
they  are  records  of  this  commission,  we  want  to  know  about  it. 

Mr.  McCormack.  Mr.  Chairman,  there  is  not  a  thing  that  has  occurred  before 
this  Federal  Power  Commission  for  the  past  two  or  three  years  but  that  copies 
are  in  Montana. 

Secretary  Wilbur.  Well,  that  is  important  for  us  to  know. 
Mr.  McCormack.  Might  I  relate  this  little  incident  to  prove  it?    When  the 
Montana  Power  Co.  was  testing  the  foundation  there  for  the  construction  of 
the  power  dam,  the  Indians  got  restless  and  threatened  to  throw  the  material 
on  the  bank  into  the  river. 
The  Witness.  Was  not  that  after  the  work  was  done? 
Mr.  McCormack.  That  was  after  the  work  was  done. 

Mr.  Grorud.  Pardon  me.     That  was  in  July,  before  they  had  a  permit  to  go  on 
the  premises.    Is  that  not  a  fact? 
Mr.  McCormack.  I  do  not  recall. 
The  Witness.  A  whole  year  afterwards. 

Mr.  McCormack,  It  might  have  been  a  whole  year  after ;  but  the  work  was 
done.  But  Mr.  Buck,  an  officer  and  official  of  the  Montana  Power  Co..  told 
me — our  friends  in  Washington  informed  me  that  we  had — or  he  requested  us 
to  go  down  there  and  •'  beat  the  Indians  to  it."  That  they  could  issue  an  order 
leaving  them  there,  but  it  would  embarrass  them  very  much.  Mr.  Buck  made 
that  statement  to  me. 

Secretary  Wilbur.  But,  Mr,  McCormack,  I  asked  simply  if  you  knew  that 
the  records  of  this  commission  were  available  for  the  inspection  of  others  outside 
of  the  officers  of  this  commission.     That  is  the  thing  we  want  to  know. 

Mr.  McCormack.  I  have  just  made  this  statement — that  the  records — I  do 
not  know  where  they  came  from  in  their  entirety ;  but  I  do  know  that  every 
letter  from  the  Indians,  or  their  agent,  or  the  settlei-s  of  Flathead  Valley,  or  any 
action — that  copies  came  from  this  office  to  Montana. 

I  make  that  as  a  statement,  and  I  make  it  under  oath,  to  the  best  of  my 
knowledge  and  belief,  and  from  the  fact  of  the  statement  that  Mr.  Buck  made 
to  me. 

Secretary  Wilbur.  You  think  they  were  supplied  from  the  office  of  the  com- 
mission, do  you? 
Mr.  McCormack.  Absolutely. 

Mr.  Mason.  In  view  of  the  fact  that  the  Senate  Committee  on  Indian  Affairs 
has  been  mentioned,  I  will  state  for  the  record  that  this  material  was  requested 
with  a  view  to  considering  for  possible  hearings  before  the  committee,  and  as 
such  it  was  expected  that  it  would  be  confidential,  and  as  far  as  our  office  is 
concerned,  and  as  far  as  I  know,  It  has  been  held  confidential. 

Secretary  Wilbur.  Eteve  you  any  other  questions  you  would  like  to  ask,  Mr 
McCormack? 
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Mr.  McCoRMACK.  I  have  too  many  to  ask  at  this  time.  I  believe  I  will 
withhold  them  at  the  present  time. 

Secretary  Wilbur.  If  there  is  no  objection,  then,  Mr.  Forbes,  we  will  turn 
the  witness  over  to  you. 

Mr.  Forbes.  Mr.  Chairman,  as  long  as  this  question  of  the  integrity  of  your 
records  and  the  confidential  nature  of  those  records  has  been  brought  up  here, 
I  would  like  to  say,  that  before  my  client  arrived  in  Washington,  I  saw  in  some 
newspapers  some  stories  about  an  expense  account.  And  upon  that  information, 
I  made  the  motion  asking  that  those  expense  accounts  be  brought  into  the 
record,  so  that  we  could  refer  to  them;  because  I  thought  that  it  was  part  of 
our  case  to  show  that  there  could  be  and  has  been  a  pyramiding  of  exi)enditures, 
because  I  think  that  it  should  be  a  matter  of  public  record;  and  I  think  the 
record  should  show  that  I  put  off  the  cross-examination  of  Mr.  Kerr  several 
times  because  I  had  been  unable  to  segregate  the  charges  chargeable  to  the 
Rocky  Mountain  Power  Co.  and  those  chargeable  to  the  other  companies. 

And  I  ask  him  to  go  through  them  and  see  if  we  could  not  shorten  this  hear- 
ing by  getting  together  and  see  what  expenditures  were  actually  made.  And  it 
was  for  that  reason  that  the  cross  examination  was  continued  until  this  day. 

And  I  gathered  from  what  Mr.  Kelly  said  that  comparatively  few  of  those 
items  that  appeared  in  the  newspapers  were  actually  transferred  over  and 
charged  to  the  Rocky  Mountain  Power  Co. 

And  if  that  is  so,  my  interest  in  that  account  is  very  little. 

Mr.  Kelly.  W^hen  were  the  newspaper  publications  giving  details  of  this 
affair? 

Mr.  Forbes.  A  little  over  10  days  ago,  I  think. 

Mr.  Kelly.  You  have  not  any  information  of  who  turned  these  accounts  over 
to  the  newspapers? 

Mr.  Forbes.  None  whatever. 

Mr,  Kelly.  This  is  simply  a  resume  of  the  expenses  of  the  Montana  Power 
Co.,  having  to  do  with  other  projects;  and  the  newspaper  items  inferred  that 
this  Wise  River  project  and  other  things  were  charged  to  the  Flathead  project. 

Mr.  Forbes.  Yes. 

Mr.  Kelly.  And  that,  as  appears  from  the  record  here  and  the  testimony,  is 
not  true. 

Mr.  Forbes.  I  would  like  to  have  it  appear  that  I  asked  you  to  look  over 
these  accounts  so  that  I  would  not  burden  the  record. 

Mr.  Kelly.  Yes ;  on  Friday  afternoon. 

Mr.  Forbes.  And  I  did  not  want  to  go  into  those  questions  at  all  if  those 
items  were  not  properly  chargeable  to  the  Rocky  Mountain  Power  Co. 

Mr.  Kelly.  Yes ;  that  is  true. 

Mr.  Forbes.  I  think  it  is  fair  to  my  client  to  have  that  statement  made, 
because  it  seems  as  if  there  is  some  misunderstanding  as  to  how  that  state- 
ment got  out.  I  think  I  may  say  that  my  client  has  never  seen  any  of  those 
accounts,  except  as  a  result  of  my  motion. 

Mr.  Kelly.  The  Senator  from  Minnesota  has  never  seen  them? 

Mr.  Forbes.  I  do  not  know  anything  about  that.  I  never  met  the  Senator 
from  Minnesota. 

Secretary  Wilbur.  Will  you  go  ahead  with  your  examination,  Mr.  Forbes? 

Mr.  Forbes.  I  might  add,  however,  that  I  hope  to  prove  by  other  material  the 
very  thing  that  this  expense  account  will  prove^  and  that  is  the  pyramiding  of 
capitalization  by  the  Rocky  Mountain  Power  Co.  and  the  Montana  Power  Co. 

By  Mr.  Forbes: 

Question.  I  will  state  that  I  have  looked  in  Poor's  and  Moody's  Digests,  and 
my  comparison  shows  that  13  officers  and  directors  of  the  Electric  Bond  & 
Share  Co.  are  officers  and  directors  of  the  American  Power  &  Light  Co.  Do 
you  understand  that  is  correct,  Mr.  Kerr? 

Answer.  That  may  be  true ;  I  do  not  know.     I  did  not  check  it. 

Question.  Now,  the  American  Power  &  Light  Co.  is  supervised  by  the  Electric 
Bond  &  Share  Co.,  is  it  not? 

Answer.  I  do  not  know  as  to  that.     I  have  no  personal  knowledge  of  that. 

Question.  Well,  do  you  not  understand  that  to  be  true? 

Answer.  No ;  I  do  not  know  that. 

Question.  Well  the  Montana  Power  Co.  is  controlled  by  the  American  Power 
&  Light  Co.,  is  it  not? 

Answer.  I  would  not  say  that. 

26465— 30— PT  10 45 


3968      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Question.  Would  you  disagree,  then,  with  Moody's  Manual  on  that  subject? 
I  direct  your  attention  to  page  631 

Mr.  Kelly.  It  is  not  a  question  of  disagreeing.  He  said  he  did  not  know, 
Mr.  Forbes. 

By  Mr.  Forbes: 

Question.  Moody's  Manual  of  1929,  Public  Utilities,  under  the  heading  '*  Sub- 
sidiaries," and  ask  you  if  you  can  find  listed  there  as  a  subsidiary  of  the 
American  Power  &  Light  Co.,  the  Montana  Power  Co.  [handing  book  to 
witness]  ? 

Answer  (examining  book).  I  see  those  names  here;  yes. 

Question.  You  are  vice  president  of  the  Montana  Power  Co.? 

Answer.  Yes,  sir. 

Question.  And  still  do  not  know  that  the  American  Power  &  Light  Co.  con- 
trols the  Montana  Power  Co.? 

Answer.  I  know  that  the  American  Power  &  Light  Co.  owns  a  considerable 
portion  of  the  common  stock  of  the  Montana  Power  Co. 

Question.  And  you  have  on  your  board  of  directors  and  among  your  officers 
of  the  Montana  Power  Co.  those  who  hold  similar  positions  in  the  American 
Power  &  Light  Co.? 

Answer.  I  am  vice  president  and  general  manager  of  the  Montana  Power  Co., 
and  I  report  to  Mr.  John  D.  Ryan,  president  of  the  Montana  Power  Co.,  and  to 
no  one  else. 

Question.  What  is  his  connection  with  the  American  Power  &  Light  Co.? 

Answer.  I  do  not  know. 

Question.  Now,  I  hand  you  a  map  of  Montana,  and  ask  you  to  mark  with  the 
heavy  lead  pencil  you  have  before  you  the  locations  of  the  several  power  com- 
panies and  power  sites  owned  or  controlled  by  the  American  Power  &  Light  Co., 
if  you  know  [handing  map  to  witness]  ? 

Answer  (examining  map).  Owned  or  controlled  by  the  American  Power  & 
Light  Ck).? 

Question.  Yes. 

Answer.  I  have  stated  here  that  the  American  Power  &  Light  Co.  is  the 
major  stockholder  of  the  Montana  Power  Co. 
.  Question.  You  will  not  admit  that  they  control  the  Montana  Power  Co.? 

Answer.  I  do  not. 

Question.  Will  you  mark  on  that  map  the  sites  that  are  now  developed  and 
owned  by  the  Montana  Power  Co.? 

Mr.  Kelly.  Pardon  me,  Mr.  Forbes.  The  map  on  the  wall  is  a  larger  map, 
and  those  are  designated  there,  and  I  think  the  commission  could  get  it  better 
in  that  way.  That  is  a  map  showing  all  of  the  transmission  lines  and  all  of 
the  power  plants  of  the  Montana  Power  Co. 

Mr.  Forbes.  I  would  much  prefer  to  use  that  map  if  you  will  permit  us  to 
add  additional  markings  to  it. 

Mr.  Kelly.  Add  anything  you  want  to  do  to  it. 

Mr.  Forbes.  That  is  a  larger  map.  Then  I  will  ask  Mr.  Kerr  to  mark  off  on 
this  map  [indicating  wall  map],  Rocky  Mountain  Power  Co.  Exhibit  No.  5,  the 
location  of  all  of  the  developed  power  sites  of  the  Montana  Power  Co. 

Mr.  Dixon.  Can  you  ring  them  with  a  lead  pencil? 

Mr.  Forbes.  Yes ;  ring  them  with  a  lead  pencil. 

The  Witness.  They  are  all  marked  here  [indicating  wall  map]. 

Mr.  Dixon.  If  they  are  already  marked  in  the  legends  on  the  map,  what  is 
the  u^  of  remarking  them? 

The  Witness.  The  marked  black  cross  shows  the  power  plants.  Those  [indi- 
cating] are  the  i)ower  plants  of  the  Montana  Power  Co. 

By  Mr.  Forbes: 

Question.  And  they  are  all  developed  power  plants? 

Answer.  Yes,  sir. 

Mr.  Kelly.  Pardon  me,  Mr.  Forbes.  I  will  ask  to  introduce  as  a  part  of  the 
record  the  letter  of  F.  A.  Linforth,  chief  engineer  and  assistant  chief  geologist 
of  the  Anaconda  Copper  Mining  Co.,  who  prepared  this  map,  and  the  letter  in 
explanation  of  it  I  think  will  be  helpful  to  the  commission. 

It  shows  mineral  reserves,  as  well  as  the  power  plants  of  this  area,  and  I 
will  ask  to  have  this  marked  as  an  exhibit  of  the  Rocky  Mountain  Power  Co. 

Mr.  Bonner.  That  is,  Rocky  Mountain  Power  Oo.  Exhibit  No.  6.  Will  you 
identify  that,  Mr.  Kelly? 
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Mr.  Kelly.  It  is  a  letter  dated  October  19,  1929,  addressed  to  the  Montana 
Power  Co.,  advising  with  reference  to  the  map.  Rocky  Mountain  Power  Co. 
Exhibit  No.  5,  and  the  things  which  are  shown  thereon,  so  that  the  map.  I  thinli, 
will  be  more  easily  understood  with  reference  to  this  letter.  It  is  signed  by 
F.  A.  Linforth,  who  is  chief  engineer  and  assistant  chief  geologist  of  the 
Anaconda  Copper  Mining  Co. 

(The  letter  referred  to  was  received  in  evidence  and  marked  "Rocky  Moun- 
tain Power  Co.  Exhibit  No.  6.") 

The  Witness.  I  find  in  looking  at  this  map  [indicating  map  on  wall]  that  it 
does  not  go  far  enough  east  to  include  the  Mystic  Lake  plants,  and  I  am  put- 
ting a  mark  on  the  margin  to  add  Mystic  Lake. 

By  Mr.  Keixy  : 

Question.  For  the  purposes  of  the  record,  Mr.  Kerr,  will  you  tell  now  where 
tlie  Mystic  Lake  plant  is  in  Montana? 

Answer.  This  map  [indicating  map  on  wall]  terminates  on  the  east  in  the 
vicinity  of  the  Mystic  Lake  plant — I  should  say  approximately  40  miles  west 
of  the  Mystic  Lake  plant,  the  Mystic  Lake  plant  being  located  on  what  is 
known  as  the  West  Rosebud,  in  Stillwater  County,  45  miles  south  of  the  town  of 
Columbus. 

By  Mr.  Forbes  : 

Question.  Now,  Mr.  Kerr,  will  you  mark  on  the  map  the  locations  of  all  power 
sites  owned  by  the  Montana  Power  Co.  which  have  not  yet  been  developed ;  and 
when  you  mark  them  on  the  map  will  you  set  opposite  in  pencil  the  estimated 
horsepower  capacity  of  each  of  those  sites? 

Answer.  I  will  begin  by  adding,  at  Great  Falls,  what  is  known  as  site  C,  which 
is  between  the  Rainbow  and  the  so-called  Boulder  plant. 

Question.  And  the  capacity  of  the  site,  please  mark  in. 

Answer.  My  recollection  is  that  it  is  about  28,000  or  30,000  kilowatts ;  I  forget 
exactly  how  much. 

By  Mr.  Kelly: 

Question.  What  would  that  be  in  horsepower? 

Answer.  That  would  be  about  37,000  to  40,000  horsepower. 

Mr.  Forbes.  Mr.  Kelly,  can  I  have  your  permission  to  emphasize  the  pencil 
marks,  by  either  ink  or  colored  crayon,  so  that  this  can  be  found  after  the 
witness  gets  through  with  the  penciling? 

Mr.  Kelly.  Yes;  you  may  do  it  any  way  so  long  as  you  do  not  destroy  the 
other  portions  of  the  map ;  but  do  it  out  in  the  open  part. 

By  Mr.  Forbes: 

Question.  Proceed,  Mr.  Kerr. 

Answer.  Next  in  order  on  the  map  is  the  possible  enlargement  of  Canyon 
Fery,  which  is  now  an  operating  plant  and  has  been  for  more  than  30  years. 
This  enlargement  of  this  plant  would  create  about  40,000  horsepower — would 
create  a  reservoir  that  would  be  beneficial  to  itself  and  to  the  Howser  Lake 
plant,  the  Holter  piant,  Black  Eagle,  Rainbow,  Boulder,  and  Moroni  plants,  on 
the  Missouri  River. 

Question.  Proceed. 

Answer.  The  next  undeveloped  site  is  on  the  Missouri  River,  known  as  the 
Fish  Creek  site.  That  is  west  of  Missoula.  I  am  marking  what  I  assume  to  be 
the  approximate  location;  it  is  about  18,000  kilowatts;  that  would  be  about 
24,000  horsepower. 

Question.  Approximately  how  far  is  that  site  from  the  Flathead  site? 

Answer.  Say,  in  round  numbers,  50  miles. 

Question.  Proceed. 

Answer.  The  other  undeveloped  site  is  known  as 

By  Mr.  Kelly: 

Question.  Snake  River? 

Answer.  Snake  River ;  it  is  known  as  the  Snake  River  site.  I  forget  whether 
these  names  are  in  the  record  or  not.  We  call  them  by  different  names.  The 
Snake  River  site,  on  the  Henry  Fork  of  the  Snake  River  in  Idaho,  and  approxi- 
mately 40  miles  south  of  the  lakes  designated  as  Red  Rock  Lakes,  in  the 
southern  part  of  the  Montana  map. 
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I  can  not  testify  unless  I  ask  my  engineer  what  the  site  is.     I  can  not 
remember  offhand. 
Mr.  Cochrane.  About  40,000  horsepower? 
The  Witness.  About  40,000  horsepower. 

By  Mr.  Forbes  : 

Question.  Proceed. 

Answer.  Now,  if  there  was  another  one  mentioned  in  the  record,  I  forget 
what  it  was. 

Question.  You  might  ask  your  engineer,  if  you  care  to,  if  there  are  any  other 
undeveloped  sites  owned  or  controlled  by  your  company. 

The  Witness.  Do  you  remember  any  others,  Mr.  Cochrane? 

Mr.  Cochrane.  What  is  that? 

The  Witness.  Do  you  remember  any  others  than  what  I  have  just  desig- 
nated? 

Mr.  Cochrane.  No. 

The  Witness.  There  was  something  read  in  the  record,  but  I  can  not  re- 
member it. 

By  Mr.  Forbes  :  r 

Question.  How  much  power  is  at  present  developed  at  Thompson  Falls? 

Answer.  Approximately  50,000  horsepower  capacity. 

Question.  What  is  the  available  horsepower  there,  estimated  by  your  engi- 
neers— undeveloped  ? 

Answer.  None  at  Thompson  Falls. 

Question.  All  its  power  at  Thompson  Falls  is  developed? 

Answer.  Yes,  sir. 

Question.  Have  you  any  other  developed  sites  around  which  you  could 
develop  additional  horsepower  by  further  development? 

Answer.  Nothing  of  importance.  I  stated  when  I  was  referring  to  the  re- 
development of  Canyon  Ferry  that  that  would  affect  the  other  plants,  and 
I  will  say  that  that  will  affect  the  other  plants  to  the  exent  of,  perhaps,  13,000 
horsepower. 

Quesion.  That  is,  you  could  increase  the  power  there  by  13,000? 

Answer.  On  the  other  plants,  in  addition  to  what  you  would  get  there. 

Question.  Now,  Mr.  Kerr,  will  you  describe  the  undeveloped  reservoir  sites 
that  you  have? 

Answer.  Aside  from — ^well,  when  you  ask  me  the  question  as  to  reservoir 
sites  we  have  none. 

Question.  Well,  the  reservoir  sites  that  you  have  explored  and  calculated  of 
service  that  might  be  obtained  by  development? 

Mr.  Kelly.  Owned  by  the  power  company  or  controlled  by  them  or  generally? 

Mr.  Forbes.  No  ;  generally. 

The  Witness.  There  are  reservoir  sites  in  Montana ;  one  particularly  large 
one  that  may  warrant  development  some  time  in  the  future  is  on  the  Big 
Hole  River,  to  the  southeast  of  the  town  of  Apex,  on  the  Short  Line  Railroad, 
south  of  Butte.  In  the  water  supply  papers  published  by  the  United  States 
Government  there  is  reference  to  a  good  many  possible  sites.  Our  investigation 
indicates  that  probably  90  per  cent  of  these  are  not  commercial. 

By  Mr.  Forbes  : 
Question.  How  about  Great  Falls,  site  C,  on  the  Missouri  River? 
Answer.  A  very  trifling  reservoir. 

Question.  Would  that  amount  to  as  much  as  450  acres? 

Answer.  Well,  it  may,  but  I  doubt  it.  The  site  Is  in  the  narrow  canyon  of 
the  river. 

By  Mr.  Dixon: 

Question.  Would  the  reservoir  site  on  the  Big  Hole  hold  storage  water  for 
your  own  power  plants? 

Answer.  Mr.  Secretary,  it  would  be  tributary  to  the  Beaver  Head,  Jefferson, 
and  automatically  to  the  Missouri. 

Mr.  Dixon.  Yes;  that  Is  correct. 

By  Mr.  Forbes  : 
Question.  That  is  on  the  Missouri  watershed,  Is  it? 
Answer.  On  the  Missouri  watershed ;  yes,  sir. 
Question.  What  would  be  the  capacity  of  that? 
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Answer.  No  definite  surveys  have  ever  been  made  from  which  you  could 
tell,  and  the  only  direct  information  we  have  is  the  conclusion  reached  by 
the  water  power  survey ;  I  do  not  remember  which  department  it  is ;  it  is  in 
one  of  the  publications,  and  suggests  that  there  is  sufficient  water  in  this  shed, 
back  of  this  proposed  reservoir,  to  supply,  perhaps,  a  maximum — my  recollection 
is  up  to  400,000  acre-feet,  or  something  like  that. 

Question.  Has  your  company  explored  the  Madison  No.  3  on  the  Madison 
River? 

Answer.  Yes,  sir;  to  our  sorrow. 

Question.  What  capacity  would  that  have? 

Answer.  Nothing  was  ever  planned.  We  spent  a  great  deal  of  money  in  drill- 
ing the  Madison  Canyon  for  miles  and  never  found  the  bottom. 

Question.  Are  you  acquainted  with  the  power  site  owned  by  Mr.  Ed  Donnelan? 

Answer.  Well,  I  would  rather  put  it  the  other  way — the*  power  site  claimed 
by  Mr.  Donnelan. 

Question.  What  is  the  horsepower  capacity  of  that  site? 

Answer.  1  do  not  know\ 

Questiod^  Have  not  your  engineers  ever  investigated  that  site? 

Answer.'  I  think  so.     I  think  they  could  probably  testify  for  themselves. 

Question.  You  have  not  any  knowledge  of  the  possible  horsepower? 

Answer.  Oh,  yes;  I  have;  yes.  I  have  just  a  general  conversational  knowl- 
edge, and  have  knowledge  that  there  is  9,000  second-feet  of  water  in  the  Clarks 
Fork  River,  and  there  is  Belknap  site  and  Noxon  site  and  so-called  Rock 
Island 

Mr.  DixoN.  Noxon  site? 

The  Witness.  Yes,  sir ;  Noxon  site — down  the  river. 

I  have  no  personal  knowledge  with  regard  to  those,  except  the  general  conclu- 
sion that  there  are  possible  power  sites  there. 

By  Mr.  Fobbes  : 
Question.  You  understand  that  the  Donnelan  site  is  for  sale? 
Answer.  Well,  I  have  heard  a  good  deal  in  the  last  15  years  about  it. 
Question.  Your  answer  is  that  you  understand  it  is  for  sale? 
Answer.  Yes. 

By  Mr.  Dixon  : 

Question.  Is  Clarks  Fork  W,o6o  second-feet  at  low  water  at  the  Noxon  power 
site? 

Answer.  I  should  say,  Mr.  Secretary,  that  that  should  be  considered  as  a  sort 
of  mean  low  water.  This  year  it  was  below  6,000  second-feet.  Sometimes  in  the 
wintertime,  when  the  gorge  is  pretty  bad,  there  are  some  days  when  it  even  gets 
lower  than  that  for  several  days  at  a  time. 

By  Mr.  Forbes  : 

Question.  Now,  has  the  Montana  Power  Co.,  either  by  itself  or  by  any  sub- 
sidiary, applied  for  permit  to  the  Federal  Power  Commission  other  than  for  the 
Flathead? 

Answer.  Not  for  power  development.  It  has  applied  for  line  rights  of  way, 
etc. 

Question.  Do  you  know  of  any  other  application  for  permit  for  power  sites  in 
Montana  pending  before  this  commission  which  was  filed  by  anyone  here  repre- 
senting your  company  or  connected  with  your  company? 

Answer.  No,  sir.  • 

Question.  Now,  on  your  direct  examination  I  believe  you  said  that  it  was  in 
1920  or  1921  that  you  decided  that  you  would  have  to  increase  your  power 
development  ? 

Answer.  Yes,  sir. 

Question.  To  take  care  of  your  business? 

Answer.  Yes,  sir. 

Question.  Was  that  the  occasion  of  your  filing  the  present  application  for 
permit  on  the  Flathead  site? 

Answer.  Yes,  sir. 

Question.  That  application  for  permit  is  still  pending? 

Answer.  Yes,  sir. 

Question.  You  stated  in  your  direct  examination  that  your  company  con- 
tinued to  hold  off  the  development  of  other  power  sites  awaiting  the  granting 
of  the  permit  for  the  Flathead? 
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Answer.  I  think  I  did.    I  do  not  remember  just  exactly  how  I  stated  that. 

Question.  And  that  you  held  off  for  five  or  six  years? 

Answer.  I  think  my  testimony  was  that,  in  common  with  most  people,  aft^ 
the  war  we  got  hard  up,  antl  that  we  were  unwilling  to  take  such  a  large  step 
as  the  Flathead  then  was,  in  proportion  to  the  developments  we  already  had. 

Question.  But  you  had,  during  that  period,  when  you  were  waiting  for  the 
granting  of  the  permit  on  the  Flathead  site,  other  sites  which  you  owned  or 
controlled  w^hich  you  could  have  developed? 

Answer.  Yes,  sir. 

Question.  And  it  was  not  until  practically  two  years  ago  that  you  began  to 
develop  some  of  those  sites  that  you  owned? 

Answer.  My  recollection  is  that  our  application  was  filed  January,  1921,  that 
we  began  the  construction  of  Mystic  Lake  at  the  opening  of  the  season  in  1924 ; 
that  we  began  the  development,  or  redevelopment,  as  it  should  be  called,  of 
Black  Eagle  Falls — I  had  a  memorandum  at  that  time — as  I  remember  the  date, 
it  was  1926.  I  will  have  to  refer  to  that,  because  I  have  not  got  the  memo- 
randum in  hand. 

Question.  I  understand  that  of  the  100,000  horsepower  capacity  increased  by 
your  company  since  1921,  30,000  horsepower  went  to  the  zinc  plant? 

Answer.  Well,  I  think  I  testified  that  30,000  horsepower  went  to  the  zinc  plant 
at  Anaconda.    There  were  increases  in  the  zinc  plant  at  the  same  time. 

Question.  So  that  the  general  increase  for  general  business  other  than  Ana- 
conda amounted  to  70,000  horsepower  in  that  period? 

Answer.  Yes,  sir. 

Question.  And  that  is  an  increase  of  70,000  horsepower  in  a  little  over  eight 
years,  is  it  not? 

Answer.  I  would  not — there  is  more  than  70,000  horsepower  in  eight  years. 

Question.  Well,  you  say  that  there  was  an  increase  in  general  consumption 
of  70,000  horsepower  since  1921,  after  deducting  the  30,000  horsepower  from 
the  100,000— that  30,000  has  gone  to  Anaconda? 

Answer.  To  whatever  time  that  refers  to,  the  difference  is  70,000  horsepower ; 
yes,  sir. 

Question.  That  period  is  from  1921  to  the  present  time,  is  it  not? 

Answer.  Substantially. 

Question.  Yes ;  that  makes  a  70,000  of  what  you  might  call  normal  increase  in 
eight  years? 

Answer.  Yes,  sir. 

Question.  That  is,  in  i-ound  numbers,  about  9,000  horsepower  normal  increase 
a  year? 

Answer.  That  is  the  rate  for  those  eight  years;  but  the  rate  is  increasing 
very  fast  as  the  population  increases  and  industry  increases. 

Question.  As  a  matter  of  fact,  in  those  eight  years  you  had  under  your  own 
control  suflJicient  capacity  undeveloped  to  have  met  that  normal  increase? 

Answer.  Yes,  sir.  I  also  testified,  however,  that  we  chose  this  site  because 
we  considered  it  was  the  next  logical  development  in  connection  with  the  Mon- 
tana Power  Co.'s  system,  whether  owned  by  the  Government,  by  the  State,  or 
by  anybody  else.  That  was  our  business  judgment,  that  this  was  the  next 
logical  development  to  round  out  the  sites. 

And  that  the  other  sites  were  not  located  properly  for  development. 

Question.  Now,  just  how  much  effort  did  you  and  your  company  make  in 
securing  the  early  issuance  of  the  permit  for  the  Flathead  site  that  is  now 
pending?  ^ 

Answer.  We  completed  absolutely  all  that  was  necessary  in  detail  for  the 
completing  of  a  preliminary  application.  And  when  we  were  again  in  a  position 
to  begin  the  development  of  this  site,  we  found  that  an  appropriation  had  been 
made  by  the  Government  that  forestalled  the  development  of  the  site. 

Question.  Do  you  want  to  be  understood  that  your  company  pressed  this 
application  as  energetically  as  possible  to  obtain  an  early  issusince  of  the 
permit? 

Answer.  No,  sir.  I  testified  that,  after  we  had  made  the  application,  we 
experienced  the  same  things  that  happened  to  everybody  else  after  the  war. 

We  were  enthusiastic  about  the  development,  as  many  people  were  about 
general  business ;  and  our  enthusiasm  was  not  substantiated  by  the  conditions 
that  followed.  Montana  became  very  poor,  as  many  people  know.  I  think  W(^ 
lost  in  that  period  more  than  200  banks. 

Question.  So  that  we  are  to  understand  that  you  did  not  press  your  applica- 
tion for  permit  for  Flathead  site  as  energetically  as  you  might  have? 
Answer.  As  we  started  out  to  do. 
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Question.  And  when  did  you  file  your  application  for  license  to  develop  site 
No.  1  on  the  Flathead? 

Answer.  After  two  or  three  years  had  been  spent  in  endeavoring  to  get 
enabling  legislation  that  would  permit  us  to  file  an  application  for  a  license, 
having  been  told  by  the  Federal  Power  Commission  that  we  could  not  file  in  the 
then  existing  circumstances. 

Question.  It  is  also  a  fact,  is  it  not,  that  your  application  for  a  license  was 
filed  after  Mr.  Walter  H.  Wheeler  filed  his  application  for  permit? 

Answer.  Yes,  sir. 

Question.  Up  to  that  time  you  had  not  had  any  competition  for  this  site, 
had  you? 

Answer.  Yes,  sir. 

Question.  What  competition  had  you? 

Answer.  I  do  not  know  that  I  could  quote  the  names,  but  there  were  applicants 
for  this  site  known  as  "  Mission  Range  Power  Co.,"  "  Montana  Water  Power  & 
Electric  Co.,"  as  I  remember  them.  I  would  not  testify  definitely  here  to  those 
names.     But  I  think  it  is  a  matter  of  record  in  the  reports  of  the  commission. 

Question.  You  would  be  willing  to  rely  upon  the  records  of  the  commission  on 
that? 

Answer.  Yes,  sir. 

Mr.  Bonner.  It  can  be  agreed  that  the  correct  names  of  the  companies  can 
be  obtained  from  the  commission's  files — "  Dead  "  Files  E,  dated  November  16, 
1920. 

Mr.  FoEBES.  If  you  have  the  applications  there,  Mr.  Bonner,  I  would  like  to 
have  them  made  part  of  the  record,  so  that  reference  can  be  made  to  them. 

Mr.  BoNNEE.  Do  you  mean  the  entire  proceedings? 

Mr.  Forbes.  No  ;  the  applications. 

Mr.  Bonner.  The  applications  are  matters  of  official  record,  anyway. 

Mr.  Forbes.  Yes ;  but  they  are  not  officially  a  part  of  these  procedings  unless 
they  are  put  in  this  record  and  identified. 

I  ask  that  the  applications  of  the  Flathead  Valley  Electric  Co.,  project  No. 
100,  be  made  a  part  of  this  record,  dated  November  16,  1920. 

Also,  the  application  of  the  Montana  Water  Power  &  Electric  Co.,  project  No. 
34,  and  file,  dated  July  14,  1920 — that  that  be  made  a  part  of  the  record  of 
this  proceeding  by  reference. 

Mr.  Bonner.  That  is,  just  that  the  applications  be  made  part  of  the  record 
by  reference,  Mr,  Forbes,  and  not  the  entire  proceedings? 

Mr.  Dixon.  It  is  so  ordered. 

By  Mr.  Forbes  : 

Question.  Now,  Mr.  Kerr,  did  you  know  what  action  had  been  taken  by  the 
Federal  Power  Commission  on  either  or  both  of  these  applications? 

Answer.  Yes,  sir. 

Question.  What  actions  were  taken? 

Mr.  Kelly.  I  presume,  if  the  commission  please,  that  that  is  a  matter  of 
record  here. 

Mr.  Dixon.  I  presume  that  is  a  matter  of  record. 

Mr.  Forbes.  If  you  prefer  to  save  time,  I  will  change  my  request  to  have  each 
of  those  applications  made  part  of  the  record  and  ask  that  the  entire  files  be 
made  part  of  the  record  in  this  case. 

Mr.  Henshaw.  Would  it  not  be  the  record  of  the  case  before  the  commission? 

Mr.  Bonner.  That  is  published  in  the  third  annual  report  of  the  commission. 

Mr.  Forbes.  Well,  in  view  of  the  fact  that  Mr.  Kelly  thinks  the  record  should 
show  that,  rather  than  the  answers  of  the  witness,  I  prefer  to  have  the  whole 
file  in. 

Mr.  Dixon.  Shorten  your  record  and  let  the  witness  answer. 

Mr.  Forbes.  If  Mr.  Kelly  will  withdraw  his  objection— — 

Mr.  Kelly.  I  suppose  it  is  overruled.  I  will  withdraw  it  if  it  will  help  to 
shorten  this  record. 

The  Witness.  My  recollection  is  that  the  commission's  report  for  the  year 
1925  shows  that  on  March  2,  if  I  remember  correctly,  the  commission  had  be- 
fore it  three  applications,  of  which  the  Rocky  Mountain  Power  Co.  was  one; 
that  two  of  the  applications  were  disposed  of,  and  the  Rocky  Mountain  Power 
Co.'s  application  was  left  for  further  consideration.  I  think  the  text  says 
something  about  the  Columbia  Basin  project  or  further  investigation  in  connec- 
tion with  the  Columbia  Basin  project. 
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By  Mr.  Forbes  : 

Question.  And  you  say  that  was  in  1923  or  1924? 

Answer.  It  is  in  the  1923  report.  I  would  not  be  sure  whether  it  was  the 
business  of  1923  or  the  business  of  1924. 

Question.  Well,  it  would  be  the  business  of  1922  or  1923  if  it  were  in  the 
1924  report,  would  it  not? 

Answer.  I  think  it  was  business  conducted  on  March  2,  1923. 

Question.  So  that  from  1923  until  January,  1927,  you  had  no  competition  for 
the  Flathead  site? 

Answer.  Oh,  yes;  we  did — very  serious  competition. 

Question.  Well,  what  other  competition  did  you  have  after  the  other  two 
applications  had  been  disposed  of? 

Answer.  The  United  States  Government. 

Question.  You  are  referring  now  to  the  irrigation  project? 

Answer.  I  am  refeiTing  to  the  appropriation  for  the  construction  of  a  small 
power  plant  on  the  so-called  Newell  Tunnel. 

Question.  Except  for  that,  did  you  have  any  competition? 

Answer.  No,  sir. 

Question.  Now,  what  competition  does  the  Montana  Power  Co.  have  in  the 
sale  of  electric  power  in  the  State  of  Montana? 

Answer.  In  the  territory  that  we  serve,  none. 

Question.  I  show  you  Wheeler  Exhibit  No.  16  and  direct  your  attention  to 
the  red  area  shown  in  the  State  of  Montana  and  ask  you  to  state  whether  or 
not  that  is  a  fair  representation  of  the  territory  served  by  the  Montana  Power 
Co.  [handing  paper  to  witness]  ? 

Answer    (examining  paper).  Substantially. 

Question.  You  say  that  in  that  territory  you  have  no  competition  from  other 
power  companies? 

Answer.  Yes,  sir. 

Question.  Now,  you  referred  at  some  length  in  your  direct  testimony  to  the 
present  shortage  of  power.  That  is  due,  in  considerable  part,  to  the  fact  that 
your  company  failed  to  develop  the  power  sites  that  it  owned? 

Answer.  Yes,  sir.    I  so  stated. 

Question.  You  purchase  power  from  the  Washington  Power  Co.,  do  you  not? 

Answer.  A  small  amount ;  yes,  sir.    I  am  sorry  it  can  not  be  more. 

Question.  You  referred  to  the  possibility  of  a  shortage  of  power  this  year, 
which  might  result  in  the  closing  of  some  industries  in  the  State.  Was  that 
shortage  due  to  abnormal  water  conditions  of  this  year? 

Answer.  Partially. 

Question.  In  what  part? 

Question.  Well,  would  say  a  few  per  cent ;  I  do  not  know  exactly ;  I  could 
not  make  that  calculation. 

Question.  Now,  you  furnished  as  an  exhibit  a  graph  showing  water  storage 
and  the  consumption  of  power  from  your  system  for  the  year  1929  up  to  date, 
I  believe  it  was? 

Answer.  Yes. 

Question.  Will  you  supply  similar  charts  for  the  years  going  back  three  or 
four  years? 

Answer.  I  have  not  got  that. 

Question.  You  did  not  keep  records  at  that  time? 

Answer.  No.  That,  as  I  have  said,  is  the  weekly  sheet  that  comes  here  to 
me.    I  had  two  or  three  more  with  me,  but  they  were  thrown  away. 

Question.  You  have  no  record,  then,  of  the  same  material  as  it  might  apply  to 
1928,  1927,  and  1926? 

Answer.  Well,  such  a  thing  could  be  compiled,  yes,  sir ;  it  would  be  a  good 
deal  of  an  effort. 

Question.  Do  I  understand  that  the  yellow  block  on  this  exhibit  [indicating] 
above  the  purple  line  represents  the  water  shortage  during  the  period  indicated? 

Answer.  No;  that  is  excess  water. 

Question.  Excess  water? 

Answer.  That  is,  during  the  flood  period,  beginning  early  in  March  and 
ending — in  this  particular  one  here  [indicating]  it  ends  about  the  10th  of  .July. 

Question.  Have  you  any  data  in  your  oflSce  which  you  could  supply  without 
too  great  an  effort,  which  would  show  similar  conditions  in  the  past  years — 
that  is,  the  amount  of  flow  and  the  amount  of  storage? 

Answer,  Oh,  It  all  can  be  conrpiled.    But  you  take  the  rivet  flows 

Question.  Would  you  be  willing  to  compile  data  for  the  years  1928,  1927,  and 
1926,  which  would  give  material  similar  to  that  presented  on  this  chart? 
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Mr.  Kelly.  Just  a  moment. 

Now,  if  the  commission  please,  that  is  an  unfair  request,  to  ask  us  to  go  back 
over  those  years. 

Mt.  Dixox.  I  think  it  is  going  too  far. 

By  Mr.  Foebes  : 

Question.  I  am  asking  you  if  you  can  get  it  without  too  much  trouble,  and 
if  it  is  not  too  much  trouble.  I  have  not  asked  you  to  do  it.  I  asked  you  if 
you  could  do  it  without  too  much  expense. 

Answer.  I  would  certainly  do  it  if  I  am  directed  by  the  commission  to  do  it. 

Mr.  Forbes:  I  do  not  want  to  ask  hira  to  go  to  any  great  expense;  but  it 
seems  to  me  that  if  they  have  charts  for  this  year  they  could  supply  charts  for 
the  last  few  years  to  supplement  this. 

Mr.  Dixox.  As  I  understand  it,  they  are  brought  out  week  by  week. 

The  Witness.  Yes,  sir ;  and  it  is  hour  by  hour. 

Mr.  Forbes  :  Well,  it  is  a  running  story  of  the  situation. 

Mr.  Dixon.  Would  you  have  a  chart  by  years? 

The  Witness.  No.  As  I  have  testified,  this  lettet  [indicating]  is  filed  by 
the  operating  engineer,  the  fellow  who  has  charge  of  operation,  Mr.  Steucey. 
He  keeps  such  a  thing  before  him,  and  when  the  year  is  over  he  is  done  with 
it.  He  sends  this  to  me.  so  that  I  may  be  informed  of  what  the  situation  is.  I 
get  them  week  by  week. 

By  Mr.  Bonner: 

Question.  Would  you  not  at  the  end  of  the  year  have  a  transferring  of  the 
whole  thing? 

Answer.  No ;  he  makes  that  up  by  hand,  from  a  file  of  papers  on  his  desk. 

Question.  Well,  this  is  something  he  made  up  from  a  cross-section  paper 

Answer.  Which  he  sends  to  me. 

Question.  Would  he  not  keep  that? 

Answer.  He  might.    I  could  not  say. 

Question.  If  that  is  true,  it  would  not  be  much  effort  to  futnish  copies? 

Answer.  I  will  do  anything  you  please,  Mr.  Bonner. 

Mr.  Forbes  :  Mr.  Chairman,  in  view  of  the  fact  that  the  witness  has  stated 
that  this  year  is  a  more  or  less  abnormal  year — I  believe  that  was  your  state- 
ment, Mr.  Kelly? 

Mr.  Kelly.  I  do  not  know. 

Mr.  Forbes.  I  think  the  statement  for  other  years  would  be  of  interest. 

Mr.  Kelly.  May  I  suggest  that  a  powet  company  serving  a  territory  as  ex- 
tensive as  this,  or  any  territory  in  which  industry  is  dependent  upon  it  and 
thousands  of  men  employed  in  mines,  mills  and  smelters  are  dependent  upon 
it  for  continuous  employment,  it  is  the  duty  of  the  power  company  to  provide 
power  that  takes  care  of  these  abnormal  years ;  because  we  all  know  that  they 
occur  frequently  from  time  to  time,  or  periodically — that  it  is  not  the  measure 
of  the  water  in  the  good  water  years,  but  the  water  in  the  abnormal  years  that 
governs  the  requirements  that  a  power  company  must  be  able  to  meet,  and  that 
this  is  the  test,  and  not  the  flow  of  water  in  wet  years.  That  the  power  com- 
pany must,  if  it  serves  its  customers,  provide  water  in  normal  years,  and  pro- 
vide for  development ;  and  that  is  what  these  records  would  show ;  and  they 
would  not  aid  the  commission  in  any  way  in  determining  the  responsibility  of 
this  company  or  its  requirements. 

Mr.  Forbes.  If  the  chairman  please,  if  we  are  going  to  argue  that  now,  in- 
stead of  putting  in  evidence — if  we  are  going  to  argue  that  it  is  the  duty  of 
the  power  company  to  anticipate  its  needs,  and  its  possible  power  require- 
ments  

Mr.  Kelly   (interposing).  We  admit  that. 

Mr.  Dixon.  If  you  have  that  data,  Mr.  Kerr,  and  can  furnish  it  without  too 
great  expense,  there  is  no  reason  why  you  should  not  file  it.  I  do  not  know 
what  bearing  it  might  have. 

By  Mr.  Scattergood  : 

Question.  Mr.  Kerr,  have  you  any  year  that  has  been  worse  than  this  year? 

Answer.  I  would  say  offhand  that  perhaps  the  year  1919  is  the  worst. 

Question.  Well,  would  not  the  end  that  is  desired  be  accomplished  by  simply 
filing  the  report  for  the  worst  water  year  which  you  have? 

Answer.  Yes. 

Question.  Because  this  year  would  speak  for  itself,  as  not  involved  in  tht 
point  that  is  now  being  discussed. 
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Answer.  The  load  conditions  were  different  in  1919.  As  I  have  said  here, 
we  will  supply  anything  the  commission  desires,  to  the  best  of  our  ability. 

Mr.  Dixon.  You  are  only  asking  for  1926,  1927,  and  1928,  Mr.  Forbes? 

Mr.  FoKBES.  Yes,  sir. 

Mr.  Dixon.  How  much  trouble  would  it  be,  Mr.  Kerr,  to  furnish  charts  for 
those  years? 

The  Witness.  I  can  not  say,  Mr.  Secretary,  but  it  will  probably  occupy  several 
days'  time  of  an  engineer  to  get  them  up ;  that  is  all ;  I  do  not  know. 

Mr.  Henshaw.  If  I  may  make  a  suggestion,  I  think  it  would  be  of  more 
value  to  the  commission,  and  possibly  to  anybody  else,  to  have  it  in  tabular 
form,  if  you  do  not  now  have  it  in  graphic  form ;  and  probably  you  could 
tabulate  it  more  readily  than  you  could  draw  it  out. 

The  Witness.  I  will  be  very  glad  to  do  it  in  any  way  suggested  by  the 
chairman. 

Mr.  Dixon.  All  right.  Tabulate  it  back  to  the  year  1919.  I  do  not  know 
that  that  is  an  entirely  different  physical  aspect  than  you  face  now. 

Mr.  Forbes.  I  think  the  data  will  be  the  same ;  one  will  be  in  figures  and  the 
other  graphic. 

Mr.  bixoN.  It  will  be  more  digestible  in  tabular  form  than  in  a  graph,  would 
it  not? 

Mr.  Henshaw.  Well,  we  might  want  to  use  exact  figures  in  a  study  of  this 
matter,  and  a  graph  would  not  give  the  exact  figures. 

The  Witness.  No  ;  it  would  not. 

Mr.  Henshaw.  Whereas  we  could  draw  up  any  graph  that  we  wanted  from 
the  figures. 

Mr.  Dixon.  Well,  Mr.  Kerr,  will  you  try  to  send  that  in? 

The  Witness.  I  will  consult  with  Mr.  Henshaw  as  to  just  how  to  do  it. 

Mr.  Dixon.  All  right. 

(Thereupon,  at  12.55  o'clock  p.  m.,  a  recess  was  taken  until  2.15  o'clock  p.  m.) 

after  recess 

The  hearing  was  resumed  at  2.15  o'clock  p.  m.,  pursuant  to  the  taking  of 
recess,  Hon.  Joseph  M.  Dixon  presiding. 

Present:  As  previously  noted,  except  Hon.  Ray  Lyman  Wilbur,  Secretary  of 
the  Interior,  absent. 

Mr.  Dixon.  You  may  proceed,  Mr.  Kelly. 

Mr.  Kelly.  With  the  permission  of  the  commission,  we  would  like  to  call  a 
witness  for  a  couple  of  questions  out  of  order  so  he  will  not  have  to  remain  in 
the  city,  if  we  may. 

Mr.  Dixon.  Very  well. 

Whereupon, 

C.  B.  Smith  was  called  as  a  witness  for  and  on  behalf  of  the  Rocky  Mountain 
Power  Co.,  and  having  been  first  duly  sworn,  was  examined  and  testified  as 
follows : 

Direct  examination  by  Mr.  Kmxy  : 

Question.  What  is  your  name? 

Answer.  C.  B.  Smith. 

Question.  Where  do  you  live,  Mr.  Smith? 

Answer.  Nutley,  N.  J. 

Question.  And  what  is  your  business? 

Answer.  Auditor. 
.  Question.  I  will  ask  you  whether  or  not  you  are  the  C.  B.  Smith  who  had 
something  to  do  with  the  filing  of  the  prelicense  expense  account  of  the  Rocky 
Mountain  Power  Co.  before  the  Federal  Power  Commission  in  the  application 
that  is  at  bar  now? 

Answer.  Indirectly,  as  assistant  to  Mr.  Dennison,  of  the  Montana  Power  Co. 

Question.'  Under  whose  direction  did  you  offer  it? 

Answer.  Mr.  Dennison's. 

Question.  And  are  you  now  or  have  you  ever  been  an  officer  of  the  Electric 
Bond  &  Share  Co.? 

Answer.  I  have  not. 

Mr.  Kellt.  That's  all. 

Cross-examination  by  Mr.  Russell: 
Question.  Are  you  employed  by  them? 
Answer.  I  am  paid  by  them. 
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Question.  That  is  the  same  thing,  isn't  it? 

Answer.  Well,  my  services  are  paid  for  by  the  company  to  whom  I  am  ad- 
vising. 

Question.  Where  do  you  get  your  check  from? 

Answer.  From  the  Electric  Bond  &  Share. 

Question.  How  long  has  that  been  true? 

Answer.  About  six  years. 

Question.  And  you  were  receiving  your  check  from  the  Electric  Bond  &  Share 
Co.  at  the  time  that  you  advised  Mr.  Dennison  regarding  these  accounts? 

Answer.  I  have  always  received  it  from  the  Electric  Bond  &  Share  Co. 

Question.  I  am  speaking  as  of  that  particular  time. 

Answer.  At  that  time  I  was  paid  by  the  Electric  Bond  &  Share  Co. 

Question.  Who  directed  you  in  the  preparation  of  this? 

Answer.  Mr.  Dennison. 

Question.  Mr.  Dennison  holds  what  oflEice? 

Answer.  He  is  treasurere  of  the  Montana  Power  Co. 

Question.  Any  other  office? 

Answer.  I  couldn't  say. 

Question.  Where  is  his  office? 

Answer.  At  2  Rector  Street,  New  York. 

Question.  In  the  office  of  the  Electric  Bond  &  Share  Co.? 

Answer.  In  the  same  building. 

Question.  In  the  same  connecting  offices? 

Answer.  Well,  I  can't  say  that  they  are  connecting.  I  don't  know  who  cccu- 
pies  the  adjoining  offices  to  Mr.  Dennison. 

Question.  Well,  your  office  is  in  there? 

Answer.  My  office  is  at  2  Rector  Street. 

Question.  In  the  offices  of  the  Electric  Bond  &  Share? 

Answer.  In  the  same  building. 

Question.  Who  pays  the  rent  for  the  offices  that  Mr.  Dennison  occupies? 

Answer.  I  can't  tell  you. 

Question.  Who  pays  the  rent  for  the  office  that  you  occupy? 

Answer.  I  can't  tell  you. 

Question.  Whom  do  you  report  to? 

Answer.  I  report  to  those  people  that  ask  my  assistance  in  any  work  con- 
nected with  Federal  Power  Commission  accounting  matters. 

Question.  Who  is  the  man  in  the  Electric  Bond  &  Share  that  supervises  the 
work  that  you  do? 

Answer.  Directly  there  is  no  one  supervising  the  accounting  work  that  I  do. 

Question.  Well,  have  you  no  superior  in  the  Electric  Bond  &  Share? 

Answer.  I  am  attached  indirectly  to  the  accounting  department  as  an 
accountant. 

Question.  What  is  your  official  designation  on  the  books  of  the  Electric 
Bond  &  Share? 

Answer.  Traveling  auditor. 

Question.  Traveling  auditor  for  the  Electric  Bond  &  Share  Co.? 

Answer.  I  don't  know  that  it  is  specified  Electric  Bond  &  Share.  It  is  simply 
traveling  auditor. 

Question.  Well,  when  you  are  sent  out  on  these  traveling  expeditions,  if  you 
are,  who  directs  you  where  to  go  and  who  to  see  and  what  to  do? 

Answer.  I  go  out  at  the  request  of  some  officer  of  some  company  who  is 
seeking  advice  in  the  preparation  of  their  statements. 

Question.  And  in  this  particular  instance  Mr.  Dennison  sought  your  advice? 

Answer.  Exactly. 

Question.  Are  there  any  other  offices  on  the  same  floor  of  No.  2  Rector 
Street,  other  than  the  offices  of  the  Montana  Power  &  Electric  Bond  &  Share? 

Answer.  I  can't  answer  that. 

Question.  Did  you  see  the  names  on  the  doors  of  the  offices  in  that  building, 
other  than  the  Electric  Bond  &  Share  and  the  Montana  Power  Co.? 

Answer.  I  don't  believe  I  have  seen  any  names  on  any  doors  in  the  building. 

Question.  Do  you  mean  to  tell  this  commission  that  the  officers  of  certain 
companies  that  are  controlled  or  operated  by  the  Electric  Bond  &  Share — that 
they  voluntarily  come  to  you  without  any  reference  to  the  Electric  Bond  &  Share 
at  all? 

Answer.  Well,  they  come  to  me  for  help  and  assistance  in  the  preparation  of 
their  statements. 

Question.  How  do  you  get  in  touch  with  them,  or  how  do  they  get  in  touch 
with  you? 
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Answer.  Customarily  by  letter;  sometimes  by  telephone  call;  sometimes  by 
telegraph. 

Question.  Have  you  an  independent  business  of  your  own  that  you  advertise 
to  these  companies? 

Answer.  I  do  no  advertising. 

Question.  Well,  do  you  hold  yourself  out  as  an  independent  accountant  for 
the  services  of  any  of  these  companies  that  want  to  employ  you? 

Answer.  I  hold  myself  available  for  the  services  of  all  the  companies  that 
are  interested  in  asking  me  to  help  them. 

Question.  Now,  do  you  do  any  work  for  any  companies  other  than  companies 
that  are  supervised  by  the  Electric  Bond  &  Share? 

Answer.  I  haven't  as  yet. 

Question.  I  thought  so.     That's  all. 

Redirect  examination  by  Mr.  Kelly: 

Question.  When  you  say  "supervised"  you  mean  companies  who  have  con- 
tracts with  the  Electric  Bond  &  Share  for  auditing  services,  Mr.  Smith? 

Answer.  Exactly. 

Mr.  Kelly.  Very  well.  Do  you  desire  to  persist  in  your  statement  now  that 
this  Mr.  Smith  was  an  officer  of  the  Electric  Bond  &  Share? 

Mr.  Russell.  Such  as  he  says;  yes. 

Mr.  Kelly.  You  treat  a  traveling  auditor  as  an  officer? 

Mr.  Russell.  Certainly. 

Mr.  Kelly.  Very  well.     That's  all. 

(Witness  excused.) 

Whereupon, 

F.  M.  Kerr,  the  witness  on  the  stand  at  the  taking  of  recess,  resumed  the 
stand  and  testified  further  as  follows : 

Cross-examination   (resumed)   by  Mr.  Forbes: 

Question.  Mr.  Kerr,  a  short  time  ago  you  referred  to  the  Big  Hole  Reservoir 
on  the  Missouri. 

Answer.  Not  on  the  Missouri. 

Question.  Pardon  me.     Correct  that  for  the  record,  will  you? 

Answer.  The  Big  Hole  Reservoir  is  on  the  Big  Hole  River.  That  is  where 
it  gets  its  name. 

Question.  Had  that  reservoir  been  constructed  and  developed,  you  would  not 
have  the  present  shortage  complained  of,  would  you? 

Answer.  No,  sir. 

Question.  The  construction  and  operation  of  that  reservoir  would  increase 
the  storage  capacity  of  your  system  by  how  many  acre-feet? 

Answer.  Perhaps  400,(X)0  or  5(X),0(X)  acre-feet.  I  stated  that  no  definite  work 
had  been  done  upon  whicli  to  base  a  definite  statement  as  to  its  capacity. 

Question.  That  is  the  best  estimate  you  can  give  now? 

Answer.  Yes,  sir. 

Question.  Are  you  sure  that  all  of  the  available  power  at  Thompson  Falls 
has  been  developed  in  your  project  there? 

Answer,  I  don't  know  that  I  understand  the  point.  Thompson  FalJs  on  the 
Clarks  Fork  of  the  Columbia  River  have  been  wholly  developed  by  the  so-called 
Thompson  Falls  Development  Co. 

Question,  Aren't  there  approximately  20,000  more  horsepower  available  on 
that  river? 

Answer.  Not  at  that  site. 

Question.  Well,  close  by? 

Answer.  Well,  I  spoke  of  the  sites  down  the  river.  I  dare  say  there  are  some 
up  the  river. 

Question.  How  far  down  river  are  the  sites  you  mentioned? 

Mr.  Kelly.  This  is  all  repetition.  They  were  all  designated  on  the  map 
with  the  mileage  by  Mr.  Kerr  in  your  early  cross-examination. 

By  Mr.  Forbes: 

Question.  They  are  located  on  the  map,  but  I  want  the  number  of  miles  from 
Thompson  Falls  to  the  sites  located  that  you  have. 

Answer.  I  can't  testify  exactly.  I  don't  know.  I  never  was  on  the  sites 
myself.  But  they  are  below  Thompson.  If  you  want  a  guess  from  me,  I  would 
say  20  to  100  miles. 
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Question.  Isn't  it  a  fact,  Mr.  Kerr,  that  the  Flathead  site  is  not  only,  as  you 
said,  the  most  logical  step  for  your  company  to  take  next,  but  more  particu- 
larly the  future  power  available  in  that  section? 

Answer.  It  is  the  cheapest  power  at  the  power  house. 

Question.  Cheaper  than  any  of  the  iwwer  sites  controlled  by  your  company? 

Answer.  Well,  I  wouldn't  say  that.  I  haven't  the  figures  here  to  tell  that. 
We  have  some  very  cheap  developments  that  were  built  a  long  time  ago,  and  I 
haven't  the  figures  before  me  to  say. 

Question.  It  is  cheaper  than  any  undeveloped  site  you  now  control? 

Answer.  With  the  exception  of  the  Canyon  Ferry  redevelopment,  which  is 
very  close  to  the  same  cost  and  far  better  located,  because  it  is  in  the  center 
of  the  system. 

Question.  On  page  478  of  the  record,  in  answer  to  a  question  by  Mr.  Secretary 
Dixon :  "  How  long  do  you  think  it  would  take  you  to  develop  the  four  or  five 
sites  on  the  Flathead?  "  You  answered,  "  I  am  very  questionable  whether  these 
sites  ever  can  be  developed.  I  have  heard  testimony  here  to-day — I  do  not  know 
whether  it  is  w^ithin  my  province  to  criticize  anybwly  or  not,  but  when  anybody 
suggests  that  14-foot  sites,  or  40-foot  sites,  or  small  sites  like  that,  can  be  built 
at  the  same  rates  that  a  large  horsepower  plant  can  be,  it  is  obviously  not  the 
fact,  and  my  judgment  is  that  those  five  sites  are  very  unlikely  to  be  developed." 

Then  it  is  your  opinion  that  the  Montana  Power  Co.  will  not  develop  the  other 
four  sites  on  the  Flathead? 

Answer.  I  don't  say  that  is  my  opinion.  It  will  all  depend  on  whether  or  not 
it  is  economical  to  do  so. 

Question.  And  on  the  day  you  gave  this  testimony,  which  was  last  Wednesday, 
it  was  your  judgment  that  these  sites  are  very  unlikely  to  be  developed? 

Answer.  I  think  so. 

Question.  That  was  your  judgment,  then? 

Answer.  That  is  what  I  said. 

Mr.  Kelly.  That  some  of  them,  not  all  of  them. 

By  Mr.  Forbes  : 
Question.  I  will  read  the  statement  again :  "And  my  judgment  is  that  these 
sites  are  very  unlikely  to  be  developed." 
Answer.  I  said  that. 

Mr.  Kelly.  That  was  the  14  and  40  foot  sites,  was  it  not? 
Answer.  Yes,  sir. 

By  Mr.  Forbes  : 

Question.  Isn't  the  first  part  of  your  answer  to  Mr.  Dixon's  question  as  fol- 
lows :  "  I  am  very  questionable  whether  these  five  sites  ever  can  be  developed  "? 

Answer.  That  is  the  record,  I  believe. 

Mr.  Kelly.  That  includes  the  first  site,  which  we  propose  to  develop  forth- 
with, doesn't  it? 

Answer.  Evidently  an  inaccurate  statement,  because  the  first  site  was  in- 
cluded in  the  five. 

By  Mr.  Forbes: 

Question.  Now.  as  I  understand  it.  your  company  adopts  the  policy  that  it 
should  have  at  leas;t  20  per  cent  profit  on  the  gross? 

Answer.  No ;  I  didn't  say  that. 

Question.  What  did  you  mean  w^hen  you  referred  to  20  per  cent  basis? 

Answer.  Twenty  per  cent  gross  income. 

Question.  And  did  you  mean  to  testify  that  that  is  the  rule  of  most  power 
companies? 

Answer,  Yes,  sir. 

Question.  That  is  the  rule  of  the  Montana  Power  Co.? 

Answer.  Yes,  sir. 

Question.  That  is  what  you  try  for? 

Answer.  Yes. 

Question.  On  page  470  of  the  record  you  state: 

"  There  has  been  a  great  deal  of  talk  about  capitalization  and  that  we  are 
in  an  unfavorable  position  because  of  capitalization,  but  I  invite  anybody  to 
look  at  our  record  and  look  at  our  books  and  find  out,  if  they  please,  whether 
or  not  the  Montana  Power  Co.  rates  are  not  the  lowest  under  the  circumstances 
of  anybody." 
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>  You  still  maintain  that  is  a  fact? 

Answer.  Yes,  sir. 

Question.  You  were  with  the  Montana  Power  Co.  in  1912,  were  you  not? 

Answer.  Yes. 

Question.  You  participated  in  the  negotiations  with  the  Milwaukee  Railroad 
Co.  for  the  sale  of  power? 

Answer.  Yes,  sir. 

Question.  Do  you  insist  that  the  rates  charged  the  Milwaukee  Railroad  under 
that  contract  were  the  lowest  rates  with  fair  profit  to  your  company  that  might 
have  been  charged? 

Answer.  Yes,  sir. 

Question.  What  was  the  value  of  the  Thompson  Falls  property  when  Mr. 
Ryan,  of  your  company,  purchased  it  from  the  Milwaukee  Railroad? 

Answer.  I  don't  know. 

Question.  Weren't  you  present  at  the  hearing  before  the  Interstate  Commerce 
Commission  when  that  matter  was  gone  into? 

Answer.  I  testified  before  the  Interstate  Commerce  Commission  at  Chicago 
in  November,  1926,  I  think.  I  don't  remember  the  year.  I  attended  no  other 
meetings. 

Question.  Do  you  know^  that  the  Thompson  Falls  property  was  owned  ut 
one  time  by  the  Milwaukee  Railroad? 

Answer.  Yes,  sir;  I  know  it  by  hearsay. 

Question.  And  that  Mr.  Ryan  purchased  the  property  from  the  Milwaukee 
Railroad  on  February  11,  1913? 

Answer.  I  think  that  is  probably  true. 

Question.  And  you  know  that  on  the  same  date  the  contract  for  power  with 
the  Milwaukee  Railroad,  which  you  mentioned  in  your  direct  testimony, 
was  executed? 

Answer.  I  know  that  the  contract  with  the  railroad  was  made  on  some  day 
in  February,  1913,  as  I  remember  it. 

Question.  February  11,  the  same  day  that  Mr.  Ryan  purchased  the  property 
back  from  the  Milwaukee  Railroad? 

Answer.  I  don't  know  anything  about  the  purchase.  I  didn't  have  anything 
to  do  with  it. 

Question.  But  you  remember  Mr.  Ryan  purchasing  that  property  back,  do 
you  not? 

Answer.  Yes ;  I  do.    I  know  that  something  of  that  kind  happened. 

Mr.  Kelly.  What  is  the  purpose  of  this,  may  I  ask?  It  seems  to  me  this  is 
incumbering  the  record  with  a  lot  of  extraneous  matter — the  history  of  the 
Thompson  Falls  development. 

Mr.  Forbes.  I  submit  it  is  quite  relevant  and  competent.  The  witness  him- 
self on  his  direct,  under  examination  of  counsel,  sets  forth,  presumably  as  one 
of  the  reasons  why  his  company  deserves  this  permit,  the  claim  that  the 
Montana  Power  Co.'s  rates  were  most  favorable,  were  most  fair ;  that  they  are 
the  lowest  under  the  circumstances  of  anybody — those  last  few  words  are  his 
own — and  he  refers  to  the  capitalization  of  the  company  in  connection  with 
those  alleged  lowest  possible  rates.  Certainly  the  capital  structure  and  the 
capital  charges  involved  in  any  of  the  Montana  Power  Co.'s  dealings  are  of 
moment. 

Mr.  Kelly.  It  is  perfectly  all  right  with  us  if  this  commission  wants  to  go 
into  the  history  of  all  of  the  plants  of  the  Montana  Power  Co.  Your  winter's 
work  is  cut  out  for  you  if  you  expect  to  do  that.  You  certainly  will  not  be 
permitted,  I  would  suggest,  to  take  isolated  cases  and  attempt  to  say  that  that 
represents  the  entire  Montana  Power  structure.  If  you  are  going  into  isolated 
cases  we  will  probably  require  on  our  part  the  entire  situation  to  be  presented, 
which,  as  I  say,  will  probably  take  the  greater  part  of  the  winter.  Now,  I 
have  no  objection  to  this  except  that  we  should  limit  this  record  somewhere,  and 
if  isolated  instances  of  this  capital  structure  are  to  be  taken  up  to  disprove  the 
statement  that  the  Montana  Power  Co.'s  rates  are  reasonable,  why,  as  I  say, 
this  will  require  the  Investigation  of  the  entire  Montana  power  development 
from  its  inception  to  the  present  hour,  and,  as  I  say,  that  is  some  Job  for  this 
commission  to  undertake  at  this  time. 

Mr.  Forbes.  Counsel  might  well  have  thought  of  that  before  he  asked  ques- 
tions of  this  witness  on  direct  which  made  use  of  the  contract  with  the 
Milwaukee  Railroad  as  an  argument  in  favor  of  the  present  application. 

Mr.  Kelly.  I  didn't  ask  him  any  question  about  this. 

Mr.  Forbes.  I  think  this  witness  made  very  effective  use  of  the  contract  be- 
tween the  Montana  Power  Co.  and  the  Milwaukee  Railroad  as  a  demonstration 
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of  the  very  remarkable  service  the  Montana  Power  Co.  gives  the  public 
utilities  of  that  section ;  how  greatly  the  railroads  of  that  section  depend  upon 
the  Montana  Power  Co.  for  service,  and  then  he  points  with  pride  to  the  fact 
that  his  rates  are  the  very  lowest  of  anyone's  under  similar  circumstances,  and 
refers  to  the  capitalization. 

Mr.  Dixon.  You  can  answer  the  question.     We  will  see  how  far  this  goes. 

Mr.  Forbes.  Read  the  question. 

Mr.  Kelly.  My  objection  is  directed  generally  as  to  how  far  this  is  going, 
what  the  purpose  of  this  line  of  inquiry  is.  It  seems  to  me  the  result  of  it  will 
be  interminable  if  we  don't  stop  somewhere. 

By  Mr.  Forbes  : 

Question.  Mr.  Kerr,  the  fact  is  that  the  Thompson  Falls  property,  in  the 
form  of  the  corporation — the  Thompson  Falls  Power  Co. — was  turned  into  the 
Montana  Power  Co.,  your  company,  for  $5,000,000  nominal  par  value  Montana 
Power  Co.  stock?     Isn't  that  a  fact? 

Answer.  I  think  so. 

Mr.  Dixon.  Five  million  common  stock? 

Mr.  Forbes.  Yes. 

Question.  And  Mr.  Ryan  and  his  colleagues  in  that  deal  purchased  that 
property  from  the  Milwaukee  Railroad  for  approximately  $600,000,  and  had 
a  development  expenditure  of  less  than  $1,000,000?     Is  that  not  a  fact? 

Answer.  No ;  my  recollection  of  the  investment  was  three  million  four,  I 
think. 

Question.  I  will  read  you  the  finding  of  the  interstate  Commerce  Commis- 
sion and  see  if  this  doesn't  refresh  your  recollection.  This  is  page  641  of 
document  No.  F--3052,  case  No.  17021,  investigation  of  the  Chicago,  Milwaukee  & 
St.  Paul  Railroad  Co.    It  is  in  the  record  by  reference. 

Mr.  Russell.  The  volume  and  page  is  shown  at  the  bottom  of  those  pam- 
phlets, I  think, 

Mr.  Forbes.  131  I,  C.  C. 

Mr.  Kelly.  Just  a  moment — whose  testimony  are  you  quoting  here? 

Mr.  Forbes.  I  said  I  am  quoting  from  the  minutes  of  the  Interstate  Com- 
merce Commission,  to  see  if  I  can  refresh  the  witness's  recollection  as  to  tho 
value  of  those  properties. 

Mr.  Kelly.  We  object  to  this,  if  the  commission  please,  as  we  were  not  a 
party  to  the  Interstate  Commerce  Commission's  proceedings  and  are  not  bound 
by  any  findings  that  they  make,  and  this  is  an  illustration  of  how  interminable 
this  inquiry  may  lead.  If  the  findings  of  the  Interstate  Commerce  Commis- 
sion or  the  statement  of  r.ny  commissioner  goes  into  this  record  as  to  the 
valuation  of  this  plant,  we  have  a  right  to  cross  examine  him;  we  would  have 
a  right  to  bring  him  from  behind  this  entire  proceeding  of  the  Interstate 
Commerce  Commission  and  make  it  part  of  this  record,  and  then  we  would 
have  a  right  to  rebut  it.     That  is  not  binding  upon  this  commission. 

Mr.  Dixon.  He  wants  to  read  this  finding  of  the  Interstate  Commerce  Com- 
mission  

Mr.  Kelly  (interposing).  But  we  are  not  bound  by  that. 

Mr.  Dixon  (continuing).  In  order  to  refresh  his  memory  as  to  what  the 
costs  were. 

Mr.  Kelly.  That  does  not  refresh  his  recollection,  something  that  the  Inter- 
state Commerce  Commission — evidently  that  is  to  get  this  into  the  record.  I 
don't  know  what  it  is. 

Mr.  Forbes.  It  is  already  in  the  record. 

Mr.  Bonner.  That  is  Wheeler  Exhibit  No.  2. 

Mr.  Kelly.  That  doesn't  make  it  any  part  of  this  record,  because  it  is  made 
so  by  reference.  That  is  not  testimony.  We  are  entitled  to  cross-examine  the 
witnesses  that  furnish  testimony  with  reference  to  the  value  of  these  plants 
under  ordinary  procedure,  and  while  we  have  gone  far  afield  here  on  the  in- 
troduction of  documents  and  hearsay  testimony,  it  seems  to  me  that  if  this 
Interstate  Commerce  Commission  hearing  goes  in,  it  all  goes  in  and  we  will 
be  entitled,  if  it  takes  all  winter,  to  meet  that  case. 

Mr.  Dixon.  He  can  ask  him  this  question  for  the  purpose  of  refreshing  his 
memory  as  to  what  was  the  proper  cost. 

Mr.  Forbes.  I  will  read  the  section.    This  is  page  641 : 

"  In  return  for  an  investment  of  less  than  $1,000,000  they  received  $5,000,000 
par  value  in  stock  of  what  has  since  become  one  of  the  strongest  power  com- 
panies in  the  country." 


3982      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

By  Mr.  Forbes  : 

Question.  Now,  does  that  refresh  your  recollection? 

Answer.  It  does  not. 

Question.  As  to  the  value? 

Answer.  I  don't  see  the  point  in  it. 

Question.  I  am  not  asking  for  the  point;  I  am  asking  if  that  refreshes  your 
recollection  on  the  value  of  that  development? 

Mr.  Keixy.  May  I  see  the  document  that  you  are  reading  from?  [Mr.  Forbes 
handed  the  document  to  Mr.  Kelly.] 

By  Mr.  Forbes: 

Question.  It  doesn't    refresh  your  recollection.    Is  that  your  answer? 

Answer.  It  does  not.  I  don't  know  what  you  are  asking  about.  I  don't 
understand  so  that  I  can  intelligently  reply  to  the  question,  because  in  my 
own  mind  as  manager  of  the  power  company  I  know  that  the  Thompson  Falls 
plant  cost  more  than  $3,000,000,  and  I  can't  reconcile  the  statements. 

Question.  Is  that  the  cost  at  the  time  the  deal  was  made? 

Answer.  When  was  the  deal  made? 

Question.  I  just  read  you  that  date — February  12,  1913. 

Answer.  No,  sir ;  it  was  not. 

Question.  Then  you  disagree  with  the  findings  of  the  Interstate  Commerce 
Commission  on  that  point? 

Answer.  *I  say  that  the  cost  was  not  $3,000,000  on  February  13.  The  cost 
later  was  that. 

Question.  But  you  agree  that  $5,000,000  par  value  of  your  company's  stock 
was  received  by  Mr.  Ryan  and  his  colleagues  for  the  Thompson  Falls  property 
on  February  13— February  12,  1913? 

Answer.  I  can't  testify  to  that.  I  don't  know  anything  about  the  transac- 
tion myself.  I  had  nothing  to  do  with  it.  I  haven't  any  recollection  that  I 
ever  knew  the  figures. 

Mr.  Ely.  On  that  date  the  improvements  that  you  have  estimated  to  be 
$400,000  had  not  yet  been  put  in.     Is  that  right? 

Answer.  No,  sir. 

Mr.  Forbes.  And  you  have  no  knowledge  at  all 

Mr.  Ely.  Pardon  me.  That  was  correct,  was  it  not?  Your  answer  was 
ambiguous. 

Answer.  My  answer  was  "  No." 

Mr.  Ely.  Am  I  incorrect?    I  don't  understand  your  answer. 

Answer.  I  am  attempting  to  say  that  the  development  had  not  been  com- 
pleted at  that  time. 

By  Mr.  Forbes: 

Question.  So  you  know  nothing  at  all  about  the  transaction  under  which 
the  Thompson  Falls  property  was  turned  in  to  the  Montana  Power  Co.? 

Answer.  I  have  absolutely  no  information  about  it  at  all. 

Question.  And  you  were  vice  president  of  the  Montana  Power  Co.  at  that 
time? 

Answer.  No ;  I  was  general  superintendent  at  that  time. 

Question.  Now,  the  contract  between  the  Montana  Power  Co.  and  the  Mil- 
waukee Railroad  for  the  power  development  at  Thompson  Falls  was  at  0.0536 
per  killowatt-hour,  wasn't  it? 

Answer.  Yes,  sir. 

Question.  That  is  approximately  how  much  per  horsepower? 

Answer.  I  think  it  figures  $35. 

Question.  And  under  that  contract  the  Milwaukee  Railroad  was  required  to 
take  a  definite  amount  of  power,  wasn't  it? 

Answer.  Yes,  sir. 

Question.  Isn't  it  a  fact  that  under  the  contract  the  Milwaukee  Railroad 
paid  for  almost  twice  as  much  power  as  it  actually  used? 

Answer.  I  have  heard  that  statement  so  many  times  in  the  last  15  years  and 
have  explained  it  so  many  times — the  Milwaukee  Railroad  never  paid  for  a 
cent's  worth  of  power  that  it  didn't  get — never. 

Question.  Are  you  making  a  distinction  between  getting  and  using? 

Answer.  And  using.  It  never  paid  for  a  cent's  worth  of  power  that  it  didn't 
receive  and  use.    And  I  make  that  In  no  uncertain  statement. 
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Question.  Then,  if  the  Interstate  Commerce  Commission  found  that  the  St. 
Paul  paid,  during  the  years  1921  to  1924,  inclusive,  at  least  $1,500,000  for  power 
which  it  was  unable  to  use,  you  disagree  with  that  statement? 

Answer.  Absolutely. 

Question.  So  you  maintain  that  the  net  cost  for  the  power  to  the  Milwaukee 
Railroad  under  that  contract  was  $0.00536  per  kilowatt-hour? 

Answer.  Say  that  over  again. 

(The  reporter  read  the  question  as  above  recorded.) 

Mr.  Dixon.  He  has  testified  to  that  two  or  three  times. 

Mr.  Forbes.  I  said  the  net.     Read  the  question. 

(The  reporter  again  read  the  question  as  above  recorded.) 

Mr.  Dixon.  All  right. 

Answer.  I  do  not.  This  record — I  would  like  to  say  something  off  the 
record — this  record  is  being  lengthened  because,  with  all  due  respect  for  the 
gentleman's  cross-questioning,  he  don't  understand  the  subject  himself  and  he 
can't  ask  the  questions,  and  I  say  when  a  man  asks  you  whether  a  rate  per 
kilowatt-hour  means  $35  a  horsepower-year  or  $16  a  horsepower-year,  he  has 
got  to  ask  you  how  long  they  used  it.  If  they  only  used  1  kilowatt-hour  in  a 
year,  it  would  only  be  3  mills;  if  they  used  50,000,000,  it  would  be  another 
thing,  and  if  they  used  a  hundred  million  it  would  be  another  thing,  and  it 
simply  puts  the  witness  in  a  position  of  being  unable  to  answer  intelligently. 

By  Mr.  Forbes: 

Question.  Mr.  Witness,  I  used  exactly  your  own  figures  in  that  last  question. 
If  you  have  any  reservations  as  to  terms  of  contract  or  load  factors  or  any 
other  things  that  go  into  rate  making,  you  should  have  added  that  to  your 
answer.     Do  you  care  to  add  it  on? 

Answer.  I  was  asked  the  question  a  moment  ago  how  much  536  mills  was  per 
horsepower.  On  a  hundred  per  cent  basis  it  is  $35  a  year ;  on  a  60  per  cent 
basis  it  is  $21  a  year.  I  happen  to  remember  those  figures  offhand  in  my  mind. 
On  a  40  per  cent  basis  it  is  less. 

When  this  contract  was  drawn,  as  I  said  in  my  direct  testimony,  the  rail- 
road company  was  insisting  that  it  have  a  straight  kilowatt-hour  rate;  the 
iwwer  company  insisted  that,  in  view  of  its  experience,  which  was  zero,  it 
could  not  afford  to  allot  to  the  railway  company  a  large  amount  of  power 
which  would  call  for  millions  of  dollars  investment  to  produce,  without  it  had 
some  sort  of  a  guarantee  as  to  how  much  the  railroad  company  would  use,  and 
after  long  discussion  an  outside  engineer,  Mr.  Mack  Post,  who  some  of  the 
Minneapolis  people  here  will  probably  remember,  was  called  in  to  advise,  and  as 
an  umpire  between  the  railway  company  and  the  power  company,  and  he  said 
that  the  railroad  company  ought  to  agree  to  use  at  least  60  per  cent  of  the 
power  that  was  allotted  to  them.  That  meant  that  the  power  company  could 
only  hope  to  earn,  if  the  railroad  company  was  able  to  make  a  60  per  cent 
load  factor,  $21  a  horsepower-year  for  the  maximum  demand ;  and  as  a  matter 
of  experience  we  never  did  get  that,  because  the  railway  company  simply 
couldn't  make  60  per  cent. 

Mr.  Kelly.  That  was  delivered  power  and  not  bus  bar  price? 

Answer.  That   is  delivered   power. 

Mr.  Ely.  The  company  was  paid  the  60  per  cent? 

Answer.  Yes,  sir. 

Mr.  Ely.  And  they  couldn't  take  it  all? 

Answer.  They  couldn't  take  it  all  in  kilowatt-hours,  but  they  took  it  all  in 
maximum  demand  all  the  time. 

JVIr.  Ely.  It  was  the  kilowatt-hour  basis,  and  they  couldn't  take  all  the  power 
paid  for,  it  seems  to  me,  and  the  answer  a  little  while  ago  was  confusing. 
You  said  the  railroad  company  never  paid  for  power  that  it  could  not  take. 

Answer.  It  did  not.  There  is  a  distinction,  a  difference,  Mr.  Ely,  between 
"  power  "  and  "  energy." 

Mr.  Ely.  I  appreciate  there  is,  but  your  answer  confused  me,  and  I  think 
it  would  almost  anybody  else. 

Answer.  I  tried  my  best — I  know  this  is  complicated.  You  see,  what  we 
mean  by  power  is  this :  If  you  allowed  a  man  a  block  of  i)Ower  to  do  his  busi- 
ness with,  and  he  uses  it  every  day,  2  hours,  4  hours,  6  hours,  if  you  please ; 
then  you  have  to  have  your  power  houses,  lines,  and  equipment  to  furnish  it  to 
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him,  and  you  can't  sell  it  to  somebody  else  as  long  as  you  are  standing  ready 
to  have  some  engineer  open  the  throttle  on  a  locomotive  somewhere  and  take  it. 

Mr.  Ely.  Then  if  the  question  had  been  put:  Did  the  railroad  company  pay 
for  energy  that  it  didn't  use?    The  answer  would  have  been  "  Yes  "? 

Answer.  Yes.  I  don't  know,  Mr.  Ely,  if  that  is  exactly  correct,  because  the 
energy  wasn't  furnished. 

Mr.  Henshaw.  It  worked  out,  did  it  not,  that  the  company  was  paying  on 
the  basis  of  the  maximum  demand  and  not  on  the  basis  of  energy  used,  practi- 
cally all  the  time? 

Answer.  That  is  the  point. 

3Ir.  ScATTERGOOD.  At  60  per  cent  load  factor? 

Answer.  Ho  said — the  question  was,  and  a  perfectly  correct  one — it  worked 
out  that  the  railroad  company  was  paying  for  its  power  on  maximum  demand 
rather  than  on  average,  which  is  a  kilowatt-hour. 

Mr.  Dixon.  That  is  a  new  matter  to  me.  I  didn't  have  it  that  way  in  mj 
mind. 

Mr.  Ely.  I  think  we  understand  it  better  now. 

Mr.  ScATTERGOOD.  What  did  that  really  make  the  cost,  then,  to  the  Milwaukee 
Railroad  per  horsepower? 

Answer.  I  think  they  paid  S(>metimes  as  much  as  9  mills,  if  you  figured  it 
on  the  basis  of  actual  kilowatts  they  consumed.  The  revenue  to  the  power 
company  for  its  plants  and  lines  was  never  any  more  than  $21  a  horsepower- 
year. 

Mr.  Dixon.  They  had  to  have  a  wholesale  organization  in  order  to  do  a  retail 
business. 

By  Mr.  Forbes: 

Question.  Mr.  Kerr,  do  you  know  of  any  power  company  in  the  Northwest 
producing  power  as  low  as  $15  a  horsepower? 

Answer,  You  mean  by  generating  at  the  power  house?  Well,  I  dare  say  a 
good  many  of  them  do. 

Question.  Do  you  know  of  any  power  company  selling  jwwer  at  that  rate? 

Answer.  No;  I  do  not. 

Question.  In  your  opinion  can  any  of  the  companies  in  the  Northwest  sell 
power  at  a  profit  at  $15  a  horsepower? 

Answer.  I  dare  say,  right  at  the  power  house. 

Question.  Are  you  an  officer  of  the  Inter-Mountain  Power  Co.? 

Answer.  I  was. 

Question.  You  know  all  about  the  transaction  between  the  Washington  Water 
Power  Co.,  the  Inter-Mountain  Power  Co.,  and  the  Milwaukee  Railroad? 

Answer.  I  helped  to  negotiate  it. 

Question.  How  much  did  the  Inter-Mountain  Power  Co.  pay  the  Washington 
Water  Power  Co.  for  the  power  which  it  in  turn  resold  to  the  Milwaukee 
Railroad? 

Mr.  Kelly.  Just  a  minute.  Now,  are  we  going  on  west  and  take  in  the 
Inter-Mountain  Power  Co.  in  Idaho  and  the  Washington  Water  Power  Co.  in 
Washington  in  this  investigation?  Or  are  we  going  to  stop  with  the  Montana 
Power  Co.? 

Mr.  DixoN.  Where  is  the  Inter-Mountain  Power  Co.?  Where  was  it  located 
at  that  time? 

Answer.  It  never  was  associated  with  the  Montana  Power  Co.  or  any  of  its 
companies  in  any  way. 

Mr.  Dixon.  Where  is  it? 

Answer.  It  is  a  company  that  was  organized  for  the  purpose  of  purchasing 
power  from  several  sources,  and  in  turn  selling  it  to  the  Milwaukee  Railroad 
for  the  operation  of  the  line  between  Othello  and  Seattle. 

Mr.  Brown.  Is  that  company  still  in  existence,  Mr.  Kerr? 

Mr.  Kerr.  I  think  in  corporate  form,  but  it  is  owned  by  the  Washington 
Water  Power  Co. 

By  Mr.  Forbes: 

Question.  The  Washington  Water  Power  Co.  Is  owned  by  the  American 
Power  &  Light  Co.,  is  it  not? 

Answer.  Yes,  sir;  the  stock  of  the  Washington  Water  Power  Co.  is  owned  by 
the  American  Power  &  Light. 

Question.  And  the  American  Power  &  Light  has  controlling  common  stock 
interests  in  the  Montana  Power  Co.,  does  it  not? 

Answer.  Yes,  sir. 
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Question.  The  directors  are  the  same? 

Answer.  I  can  tell  all  this  Inter-Mountain  story  if  you  want  me  to.  I  don't 
believe  it  is  pertinent  to  your  present  investigation,  Mr.  Forbes. 

Mr.  Forbes.  I  think  it  is. 

Mr.  Dixon.  I  can't  conceive  how  it  can  be.  We  have  allowed  a  wide  lati- 
tude, and  we  want  to  get  all  the  information  on  the  subject  that  we  can. 

Mr.  Forbes.  In  the  direct  examination  of  this  witness,  he  insisted  that  the 
Montana  Power  Co.,  which  is  the  guarantor  of  the  Rocky  Mountain  Power  Co., 
was  in  substance  in  a  better  position  to  sell  power  at  a  lower  rate  than  anyone 
else ;  that  it  did  sell  power  at  the  lowest  possible  rate  under  the  circumstances — 
and  those  are  his  own  words — and  he  went  on  at  some  length  to  insist  that  the 
people  of  Montana  and  the  Montana  Power  Co.  were  so  dependent  one  upon 
the  other  that  it  was  so  much  the  duty  of  the  Montana  Power  Co.  to  produce 
power  at  the  very  lowest  possible  cost  as  to  become  an  important  part  of  his 
case  and  therefore  mine.  I  have  the  right  to  investigate  that  claim,  and  inas- 
much as  the  selling  price  of  powder  depends  rather  directly  upon  capital  charges, 
an  investigation  of  capital  charges  of  these  transactions  in  which  the  Montana. 
Power  Co.  and  the  integrated  companies  are  concerned  is  pertinent,  and  it  is 
difficult  to  tell  one  from  the  other. 

The  Witness.  Let  me  add,  perhaps  the  attorney  is  laboring  under  a  misappre- 
hension. The  Rocky  Mountain  Power  Co.  never  belonged  to  any  subsidiary 
or  associated  or  had  anybody  connected  with  it — in  a  corporate  way — with  this 
Montana  Power  Co.     That  is  entirely  a  separate  deal. 

Mr.  Dixon.  How  about  the  Inter-Mountain  Power  Co.? 

Answer.  I  am  talking  about  the  Inter-Mountain. 

Mr.  Dixon.  You  said  the  Rocky  Mountain. 

Answer.  I  made  a  mistake.  The  Inter-Mountain  Power  Co.  is  a  separate 
concern. 

By  Mr.  Forbes: 

Question.  Did  the  Inter-Mountain  Power  Co.  have  Mr.  Ryan  and  yourself 
identified  with  it  actively?  It  had  practically  the  same  directors  and  oflficers, 
did  it  not? 

Answer.  Oh,  yes. 

Question.  And  you  purchased  power  from  one  of  your  related  companies  and 
then  resold  it  to  the  Inter-Mountain  Power  Co.,  did  you  not? 

Answer.  Yes,  sir.  Not  at  that  time :  it  was  not  a  related  company ;  no.  Long 
before. 

Question.  But  after  j^ou  secured  the  contract  for  power  at  $10  from  the 
Washington  Power  Co.,  the  integrated  company,  and  resold  that  to  the  Mil- 
waukee Railroad  at  $21.50 — after  you  secured  that  contract,  the  Inter-Mountain 
Power  Co.  went  into  the  American  Power  &  Light,  did  it  not? 

Answer.  No,  sir. 

Question.  It  went  into  the  Washington  Power? 

Answer.  Long  before  the  Washington  Power  Co.'s  stock  went  into  the  hands 
of  the  American  Power  &  Light  the  Washington  Water  Power  Co.  bought  back 
its  contracts  from  the  Inter-Mountain  Power  Co.  and  assumed  them. 

Mr.  Dixon.  I  think  we  had  better  get  out  a  brand  book  and  brand  all  these 
power  companies. 

Mr.  Forbes.  Mr.  Chairman,  I  insist  that  for  all  practical  purposes  they  are 
all  one  and-  the  same  company.  In  so  far  as  this  commission  is  concerned,  look- 
ing at  it  for  the  public  interest,  you  must  consider  them  all  the  same.  Now,  I 
would  like  to  have  a  ruling  on  Mr.  Kelly's  objection  to  this  line  of  questioning, 
because  if  I  am  overruled  I  want  to  make  a  formal  tender  of  proof. 

Mr.  Dixon.  What  are  you  trying  to  show,  Mr.  Forbes? 

Mr.  Forbes.  I  am  trying  to  show  that  the  officers  and/or  directors  of  the 
Montana  Power  Co.  have  in  ihe  two  situations  I  have  mentioned — that  is  to 
say.  the  Thompson  Falls  project  and  in  the  case  of  the  Inter-Mountain  Power 
Co.  transaction  they  dealt  with  themselves,  except  through  other  corporate 
entities — made  favorable  contracts  for  themselves  and  resold  power  in  the  case 
of  the  Inter-Mountain  at  a  much  higher  price  than  they  bought  it  from  one  of 
their  own  companies.  Having  done  that,  they  then  sold  the  Inter-Mountain 
Power  Co..  which  had  become  valuable  by  reason  of  this  favorable  contract,  to 
one  of  their  other  companies,  and  that  naturally  goes  in  to  bolster  up  their 
capital  charges. 

Mr.  Kelly.  In  what  way? 
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The  Witness.  The  matter  is  not  true  with  regard  to  the  Inter-Mountain 
Power  Co. 

Mr.  SCATTERGOOD.  May  I  submit,  from  the  standpoint  of  the  allocation  of 
what  is  to  be  paid  the  Indians,  it  w^ould  be  helpful  to  have  the  prices  of  all 
of  these  intercompany  transactions  and  wholesale  prices  of  electricity  resold 
upon  the  record  so  that  we  can  use  it  for  comparative  purposes. 

Mr.  Dixon.  Very  well,  let  the  witness  answer  for  that  purpose.  What  you 
want  to  know  was  whether  it  was  a  reasonable  price? 

Mr.  FoBBES,  Now,  I  had  asked  my  question  and  had  received  a  partial  answer, 
I  think  a  complete  answer,  to  that  question  when  Mr.  Kelly  objected.  I  want 
a  ruling  on  that  objection. 

Mr.  Dixon.  Ask  him  another  question. 

By  Mr.  Forbes: 

Question.  Now,  Mr.  Kerr,  did  the  Inter-Mountain  Power  Co.  have  any  more 
capital  investment  than  that  which  represented  the  cost  of  the  transmission 
lines? 

Answer.  No,  sir. 

Question.  That  amounted  to  approximately  $700,000,  did  it  not? 

Answer.  I  couldn't  state  offhand,  but  it  may  be  that  fipcure.  I  don't  remember 
ofthand  just  what  it  was.     It  seems  to  me  that  is  high,  though. 

Question.  Well,  the  stock  of  that  company  was  sold  to  the  Washington  Power 
Co.  for  $1,900,000,  was  it  not,  approximately  $500,000  in  cash  and  the  balance 
in  stock? 

Answer.  I  think  it  was  more  than  that. 

Question.  Well,  how  much  was  it? 

Answer.  I  don't  remember  offhand. 

Question.  Now,  isn't  it  a  fact  that,  except  for  the  amount  of  money,  which 
you  say  was  less  than  $700,000,  invested  in  power  transmission  lines,  the  only 
thing  of  value  in  the  Inter-Mountain  Co.  was  the  contract  which  you  gentlemen 
in  that  company  had  negotiated  with  one  of  your  other  kindred  companies, 
the  Washington  Power  Co..  for  the  sale  of  power  to  the  Milwaukee  Railroad? 

Answer.  I  don't  know  why  you  use  the  word  "  kindred  companies."  We 
were  bitter  enemies  then. 

Question.  We  are  speaking  of  the  present  day  now. 

Mr.  Kelly.  The  conditions  at  the  present  date,  I  submit,  have  nothing  to  do 
with  a  transaction  that  happened  several  years  ago. 

The  Witness.  I  think  if  you  will  let  me  make  a  statement  about  this  Rocky 
Mountain  Power  Co.  it  might  shorten  the  record. 

Mr,  Dixon.  I  think  so.  Just  make  your  statement  as  to  the  facts  regarding 
the  transaction  of  the  Washington  Water  Power  Co.  and  the  Inter-Mountain 
Power  Co.,  and  if  that  doesn't  elucidate  it  we  can  proceed  further. 

The  Witness.  What  happened  was  this :  The  Washington  Water  Power  Co., 
I  think  in  about  1912  or  1913,  built  a  very  large  plant  called  the  Long  Lake 
plant,  and  they  built  it  at  the  termination  of  what  I  would  call  the  Spokane 
boom,  and  Spokane  and  that  vicinity  went  into  the  dumps  very  badly,  and 
there  were  some  3  or  4  or  5  years.  I  can't  remember  now  which,  but  it  was  a 
long  time  that  they  had  this  plant  on  their  hands  and  didn't  know  what  in 
the  world  to  do  with  it. 

Mr.  Dixon.  How  much  was  the  horsepower  development? 

Answer.  I  think  probably  60.000  horsepower.  It  was  a  very  large  plant. 
I  can't  tell  you  offhand  just  what  it  was,  but  it  is  a  large  one.  They  were 
suflPering  with  this  burden  on  their  hands  and  there  was  then  employed  by  the 
Washington  Water  Power  Co.  a  man  named  Bleeker,  who  is  now  dead,  and  my 
recollection  is  that  he  met  Mr.  Con  Kelly  and  myself  on  a  train,  and  he  was 
telling  us  this  terrible  story  of  their  investment,  don't  you  see,  and  he  told  it 
to  us,  especially  to  Mr.  Kelly,  seeking,  if  possible,  to  get  a  market  from  Mr. 
Kelly,  who  was  representing  the  Anaconda  Co.,  for  some  kind  of  an  industry 
that  would  take  this  power.  He  just  didn't  see  what  was  going  to  become  of 
it  or  what  was  going  to  be  done  with  it. 

That  discussion  led  around  to  "  What  will  you  take  for  it?"  and  Hnrry 
Bleeker  said.  If  I  remember  right,  "  Oh,  God,  anything,  just  so  we  can  get 
some  income."  So  out  of  that  conversation  grew  an  option  from  the  Wash- 
ington Water  Power  Co.  to  Mr.  Ryan  and  Mr.  Kelly  for  a  block  of  30,000  horse- 
power, and  it  had  some  terms  in  it — that  is,  10,000  at  one  time  and  five  by 
another  time  and  five  by  another  time.  But  they  were  to  be  firm  power;  in 
other  words,  when  we  took  1  horsepower  of  any  lot  we  paid  for  it  all. 
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About  that  same  time  the  Milwaukee  Railroad  began  to  talk  about  electri- 
fication on  the  west  end  of  the  road,  and  some  of  us  thought  "  Well,  here  is 
Harry  Bleeker  offering  $10  power  and  here  is  the  Milwaukee  Railroad  wanting 
to  buy,  and  what  can  we  do  about  it."  It  was  perfectly  apparent  that  the 
Milwaukee  Railroad  on  the  west  end  could  not  be  supplied  wholly  by  the 
Washington  Water  Power  Co.,  so  us  fellows  were  interested  in  this  thing.  We 
went  out  to  see  Stone  &  Webster,  and  see  whether  we  could  buy  some  power 
from  Stone  &  Webster,  and  after  long  discussion  which  went  over  many  weeks, 
in  New  York,  we  finally  got  an  agreement  from  Stone  &  Webster  that  they 
would  enter  into  this  thing  and  they  would  furnish  power  for  $16  a  kilowatt. 
Now,  if  I  undertake  to  explain  the  terms  that  go  with  that,  it  will  take  me  an 
hour. 

Mr.  ScATTERGOOD.  I  thluk  we  ought  to  have  the  main  factors  setting  off  that 
low  price. 

Mr.  Dixon.  All  right. 

Mr.  ScATTERGOOD.  I  dou't  believe  it  will  take  quite  an  hour,  will  it,  Mr.  Kerr? 

Answer.  Well,  I  would  have  to  state  it  from  memory.  I  would  not  be  able 
to  state  it  in  detail. 

We  got  this  power  for  $16  a  kilowatt  up  to  10,000  horsepower.  That  is  all 
they  would  give  us,  10,000  horsepower.  They  wouldn't  sell  any  more  at  that 
kind  of  a  price. 

Mr.  Russell.  That  was  Stone  &  Webster  you  are  talking  about? 

Answer.  Stone  &  Webster  I  am  talking  about  now. 

Mr.  Dixon.  Why  were  Stone  &  Webster  interested  in  the  Washington  Water 
Power  Co.? 

Answer.  I  am  talking  about  the  Inter-Mountain  Power  Co.  buying  power  for 
the  use  of  the  railroad.  I  have  told  you  first  how  we  had  an  option  to  buy 
power  from  the  Washington  Water  Power  Co.,  and  that  we  went  to  seek  an 
option  to  buy  power  from  Stone  &  Webster. 

Mr.  Dixon.  Another  source? 

Answer.  Another  source,  because  the  Washington  Water  Power  Co.  couldn't 
furnish  all  of  it.  This  contract  with  the  Washington  Water  Power  Co. — with 
Stone  &  Webster — was  for  a  10,000-kilowatt  fixed  charge  of  $16  a  kilowatt 
year,  with  a  charge  of  three-quarters  of  a  mill  per  kilowatt-hour  during  the 
high-water  months,  which  I  can't  repeat  now,  but  during  the  high-water 
months,  and  another  figure  of  two  and  a  fraction  mills — I  think  it  was  two 
and  a  half  mills — for  the  low-water  months. 

Mr,  Dixon.  It  looks  like  it  ought  to  have  been  reversed. 

Answer.  No ;  kilowatt-hours  are  cheap  in  the  high-water  months,  don't  you 
see,  and  they  are  expensive  in  the  low-water  months. 

Mr.  Kelly.  Three-quarters  of  a  cent  as  against  two  and  a  half? 

Answer.  Three-quarters  of  a  mill  against  two  and  a  half  mills. 

Mr.  Dixon.  I  thought  you  said  three-quarters  of  a  cent. 

Answer.  No ;  three-quarters  of  a  mill  against  two  and  a  half  mills. 

So  that  for  the  character  of  business  we  hoped  to  do  with  the  Milwaukee 
Railroad,  this  kilowatt-hour  charge  was  an  unimportant  charge,  because  the 
load  factor  was  bound  to  be  small. 

Now,  then,  what  happened?  We  sold  the  Milwaukee  Railroad  10,000  kilo- 
watts, or  13,000  horsepower,  for  this  figure  of  $21  a  year  that  I  have  told  you 
about,  and  I  bought,  to  supply  the  Milwaukee  Railroad,  10,000  horsepower 
from  the  Washington  W^ater  Power  at  $10  a  year,  and  10,000  kilowatts  from 
Stone  &  Webster  for  $163,000  a  year.  In  other  words,  we  paid  $100,000  to  the 
Washington  Water  Power  Co.  for  power ;  we  paid  $163,000  to  Stone  &  Webster, 
without  the  kilowatt-hours — it  would  have  been  more  than  that  if  we  used  any 
kilowatt-hours — or  a  total  of  $263,000  for  power,  and  we  sold  the  entire  amount 
to  the  Milwaukee  Railroad  for  $281,000,  and  made  line  investments  and  trans- 
former investments  and  so  forth  necessary  to  carry  out  this  contract,  and  it 
was  rotten  business. 

Mr.  Dixon.  You  only  made  $20,000  a  year  on  your  investment? 

Answer.  That  is  all. 

Mr.  Dixon.  I  thought  you  were  smarter  men  than  that.     [Laughter.] 

Does  that  answer  your  question,  Mr.  Forbes? 

By  Mr.  Forbes  : 
Question.  That  contract  and  those  power  lines  that  you  refer  to  were  owned 
by  the  Inter-Mountain  Co.? 
Answer.  Yes. 
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Question.  And  the  Inter-Mountain  Co.  was  then  sold  to  the  Washington  Co.? 
Isn't  that  a  fact? 

Answer.  Yes. 

Question.  For  an  amount  which  you  say  was  in  excess  of  $1,900,000? 

Answer.  I  think  so. 

Question.  Although  it  represented  an  investment  of,  I  understood  you  to  say, 
less  than  $700,000? 

Answer.  Yes,  sir. 

Mr.  Dixon.  You  did  make  some  money  in  selling  your  contract,  then? 

Answer.  If  you  want  me  to  go  on  with  that  I  will  tell  you  about  that  too, 

Mr.  Russell.  Is  that  another  hard-luck  story  too?     [Laughter.] 

Answer.  Another  one.  Of  course,  the  Washington  Water  Power  bought 
something  more  valuable  than  appears  in  the  records  now.  They  bought  con- 
tracts for  the  life  of  the  railroad  and  they  bought  this  10,000  kilowatts  from 
Stone  &  Webster,  and  they — I  forgot  to  say  that  we  were  restricted  to  selling 
this  to  the  railroad  and  to  nobody  else,  and  when  they  bought  it  back  from 
themselves  for  themselves,  when  they  didn't  have  to  furnish  100  per  cent  of  it 
to  the  railroad  they  could  sell  it  to  somebody  else — mixed  it  in  their  general  pot. 

Mr.  Russell.  Does  that  have  anything  to  do  with  the  organization  of  this 
Inter-Mountain  Power  Co.? 

Answer.  That  is  the  story  I  am  telling. 

Mr.  Russell.  That  is  where  you  started?    That  is  the  basis? 

Answer.  Yes. 

Mr.  Dixon.  Mr.  Scattergood,  do  you  want  to  ask  any  questions? 

Mr.  ScATTEEGOOD.  Not  ou  that  feature  of  it. 

By  Mr.  Forbes  : 

Question.  Do  you  know  what  the  investment  was  in  the  Great  Falls  power 
project? 

Answer.  Which  one? 

Question.  The  cost  of  developing  the  Great  Falls  site  that  you  referred  to 
this  morning? 

Answer.  Well,  there  are  four. 

Question.  I  mean  the  four  projects,  the  Great  Falls. 

Answer.  No;  I  haven't  the  figures  here. 

Question.  Well,  Mr.  Kerr,  will  you  furnish  for  the  record  the  wholesale 
rates  of  the  Montana  Power  Co.,  representing  the  price  it  charges  for  its  power 
to  wholesale  users  in  blocks  of  over  5,000  horsepower? 

Answer.  The  rate  book  is  in  the  mail  to  Mr.  Bonner  now,  for  the  record. 

Question.  Will  that  include  the  wholesale  as  well  as  the  ordinary  published 
rates? 

Answer.  Yes,  sir. 

Mr.  Bonner.  I  think,  Mr.  Forbes,  those  figures  will  assist  you  in  cross- 
examination.    We  will  aim  to  get  them  up  here. 

Mr.  Forbes.  I  would  like  to  see  them. 

By  Mr.  Forbes  : 

Question.  Mr.  Kerr,  in  your  direct  you  referred  to  a  recent  amendment 
in  the  contract  between  your  company  and  the  Milwaukee  Railroad.  Can 
you  give  me  the  price  for  which  power  is  now  sold  to  the  Milwaukee? 

Answer.  Yes,  sir. 

Question.  Will  you  state  that  for  the  record,  please? 

Answer.  The  new  contract  in  substitution  for  the  old  GO  per  cent  clause 
has  a  flat  rate  of  $625  per  mile  of  railroad,  plus  5  mills  per  kilowatt-hour. 
The  effect  of  that  is  to  slightly  reduce  the  price  of  service  at  the  now  load 
factor  with  the  present  business,  but  it  largely  increases  the  income  or  the 
price  paid  for  power  before  you  get  to  the  50  per  cent  price,  which  was  used 
in  the  old  contract.  In  other  words,  they  said  to  us,  "  If  you  will  give  us 
a  small  reduction  now,  when  our  price  increases  we  will  be  willing  to  pay 
you  more  in  proportion."     That  is  the  effect  of  the  contract. 

Mr.  DixoN.  How  long  term  a  contract  is  that? 

Answer.  Twenty-five  years. 

Mr.  DixoN.  Dated  from  when? 

Answer.  August  30  of  this  year.  I  said  25  years,  Mr.  Secretary,  I  think  in 
order  to — I  think  it  runs  to  1956.     It  was  some  date  in  1956. 
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By  Mr.  Forbes  : 

Question.  You  mentioned  tlie  Phoenix  Utility  Co.  Is  that  the  contracting 
company  which,  under  your  arrangement  with  the  Electric  Bond  &  Share  Co., 
would  construct  the  site  number  1,  if  you  succeeded  in  getting  the  license? 

Answer.  If  we  asked  them  to ;  yes. 

Question.  Is  it  the  policy  of  the  Electric  Bond  &  Share  to  have  the  Phoenix 
Utilities  Co.  do  its  construction  work? 

Answer.  That  decision  would  be  entirely  up  to  Mr.  Ryan  and  myself. 

Question.  The  Phoenix  Utilities  Co.  is  now,  or  lately  has  been,  doing  some 
engineering  work  for  the  Montana  Power  Co.  on  this  project? 

Answer.  None  on  this  project.  I  might  say  that  they  are  completing  a  job 
for  us  at  Great  Falls  in  the  most  expeditious  and  economical  manner  that  I 
have  ever  seen  a  job  done. 

Mr.  Kelly.  That  is  on  the  site  that  will  be  finished  about  the  first  of  the 
year? 

Answer.  Yes,  sir. 

By  Mr.  Forbes  : 

Question.  Do  I  understand  correctly  that  if  you  develop  site  No.  1  under 
license  from  this  commission  that  practically  all  of  the  power  will  go  into 
your  general  distribution  system? 

Answer.  Yes,  sir;  at  the  present  time  it  would.  But  that  reminds  me  of 
something  that  the  Secretary  here  will  remember  very  well,  I  think.  We  had 
a  gentleman  in  Montana  named  Paris  Gibson,  who  was  the  father  of  Great 
Falls,  and  I  can  remember  very  well  when  Paris  Gibson  was  tremendously 
upset  because  power  was  going  to  be  exported  from  Great  Falls.  That  was 
when  the  first  dam  was  built.  To-day  we  are  importing  power  into  Great 
Falls     Thar  is  what  I  expect  will  happen  at  the  No.  1  site. 

Mr.  Russell.  What  do  you  mean  by  that,  Mr.  Kerr?  That  there  will  be 
more  power  used  there  when  you  get  it  operating  than  you  can  furnish  at  that 
point? 

Answer.  At  the  present  time  there  is  more  power  being  used  in  Great  Falls 
than  is  generated  in  the  immediate  vicinity  of  Great  Falls. 

Mr.  Russell.  But  you  mentioned  the  present  site.  I  didn't  get  what  you 
meant  there — that  you  would  be  using  more  power  at  the  present  site  than 
could  be  generated  there. 

Answer.  I  said — what  I  was  attempting  to  say  was  that  from  my  experi- 
ence over  a  good  many  years  it  is  a  very  common  thing  to  have  to  find  a 
market  away  from  a  site  in  order  to  initiate  the  site,  and  that  little  by  little 
the  industries  come  closer  to  the  site  because  they  can  get  better  prices. 

Mr.  Scattergood.  Then  you  had  in  mind  applying  that  same  analogy  to 
Flathead,  did  you? 

Answer.  Yes.  sir. 

Mr.  DixoN.  You  mean  to  say  that  you  will  be  importing  power  at  Poison? 

Answer.  That  is  a  pretty  long  distance. 

Mr.  Dixon.  I  thought  that  was  what  you  said. 

Answer.  Well,  that  is  the  substance  of  what  I  said. 

Mr.  Forbes.  If  the  contract  or  the  rates  under  the  contract  for  wholesale 
power  are  added  to  the  record,  I  will  have  no  further  questions  of  this 
witness. 

By  Mr.  Dixon: 

Question.  Just  for  my  personal  information,  who  owns  the  Bonner  Dam? 
The  Montana  Power  Co.? 

Answer.  The  Blackfoot  Lumber  Co.  You  mean  the  Clark  Dam?  There 
are  two  there,  you  know.     One  is  the  Blackfoot  mill  and  one  the  Clark  milL 

Question.  Who  owns  the  Clark  one? 

Answer.  The  Clark  (Mont.)  Realty  Co.  built  that  and  lately  sold  it  to  the 
American  Power  &  Light.  I  think  eventually  it  will  be  transferred  to  the 
Montana  Power  Co.  probably. 

Question.  How  much  power  is  there  in  the  Clark  Dam  at  Bonner? 

Answer,  I  will  have  to  ask  the  engineer.  I  can't  tell  you.  Do  you  remember, 
Harry? 

Mr.  Cochrane.  I  would  say  about  3,000  horsepower.  I  haven't  the  details 
on  that  plant. 

The  Witness.  It  is  very  small,  Mr.  Secretary. 
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By  Mr.  Dixon: 

Question.  Another  thing  that  is  more  of  a  personal  question.  Your  testi- 
mony was  that  Mr.  Ryan  bought  the  Thompson  dam  from  the  Milwaukee 
Railroad.    I  thought  he  bought  it  from  Donlin. 

Answer.  I  will  tell  you  that  story. 

Question.  That  is  news  to  me. 

Answer.  I  will  tell  you  what  happened.  It  might  be  well  to  have  it  for  the 
record. 

In  the  first  place,  when  the  Milwaukee  Railroad  got  the  idea  that  it  would 
electrify,  it  started  out  to  furnish  its  own  power,  and  that  was  its  idea,  and  it 
bought  from  Donlin  the  Thompson  Falls  site,  but  after  engineers  got  into 
it  further,  and  when  the  situation  became  much  as  it  is  here  where,  without 
criticizing  my  oponent — he  says  he  don't  want  to  disclose  his  customer — they 
got  into  the  same  position  as  probably  exists  now:  Nobody  will  invest  a 
large  amount  of  money  in  any  kind  of  an  industry  until  he  finds  out  what  every- 
body else  is  willing  to  do,  and  they  commenced  to  scout  around  as  to  whether 
or  not  it  was  a  good  thing  to  build  a  power  there,  and  they  came  to  the  con- 
clusion that  they  couldn't  finance  and  couldn't  afford  to  build  for  the  kind  of 
business  they  had  the  water  power  to  supply  the  line  from  Harlowton  to 
Avery,  440  miles,  and  they  couldn't  afford  to  transmit  from  one  site  and 
they  didn't  think  it  was  sufficiently  reliable.  So  they  gave  up  the  idea  and 
they  said  to  Mr.  Ryan,  *'  Now,  if  you  will  make  a  contract  for  the  Great 
Falls  and  for  the  west  end  here,  we  will  sell  you  back  the  Thompson  Falls." 

Question.  And  Donlin  sold  to  the  Milwaukee  first? 

Answer.  Yes. 

Question.  I  always  thought  he  sold  to  Ryan. 

By  Mr.  Scattergood  : 

Question.  Mr.  Kerr,  when  you  are  speaking  about  Thompson  Falls  and  the 
amount  of  power  that  is  developed  there,  what  was  it  you  said  was  the 
horsepower? 

Answer.  About  50,000. 

Question.  Do  you  know  what  water  flowage  that  is  calculated  upon? 

Answer.  Well,  it  must  be  better  than  9,000  second-feet. 

Question.  What  would  be  the  effect  upon  the  capacity  of  Thompson  Falls 
by  stabilizing  the  flow  in  Flathead  Lake,  as  has  been  proposed  by  your 
application? 

Answer.  I  wish  you  would  ask  that  question  of  Mr.  Cochrane  when  he  is  on 
the  stand.    He  is  more  able  to  answer  it  by  far  than  I  am. 

Question.  All  right.  Now,  the  other  day  when  Mr.  Wheeler  was  testifying, 
he  mentioned  that  he  had  made  a  proposal,  a  tentative  proposal,  to  sell  at  2^2 
mills  wholesale  quantities  of  power  to  sundry  possible  purchasers,  including 
the  Byllesby  interests,  somewhere  in  that  general  neighborhood. 

Answer.  Mr.  Scattergood,  always  remember  that  any  quotation  of  a  kilowatt- 
hour  rate  means  nothing  unless  you  quote  with  it  the  load  factor. 

Question.  Exactly.  Well,  I  was  going  to  ask  you  whether,  considering  the 
load  factor  of  such  wholesale  quantity  as  a  system  such  as  that  would  supply, 
would  that  price  of  2%  mills  wholesale  at  the  switchboard  at  Flathead  be  a 
high  price  or  a  low  price? 

Answer.  Well,  again,  Mr.  Scattergood,  I  am  absolutely  unable  to  answer 
that  unless  I  know  what  the  load  factor  is — 214  mills  at  100  per  cent  load  factor. 

Question.  Let  us  take  different  load  factors.  At  100  per  cent  would  it  be 
high  or  low? 

Answer.  Well,  it  would  be  a  reasonable  price  delivered  at  the  power  house 
for  100  per  cent  load  factor. 

Question.  You  think  that  would  be  just  about  a  fair  intercompany  price  for 
utilities,  would  it? 

Answer.  Well,  yes ;  it  is  in  that  neighborhood. 

Question.  For  instance,  if  the  Montana  Power  Co.  itself,  without  investment 
on  its  part,  could  buy  wholesale  power  for  its  own  purposes  at  2%  mills,  would 
you  consider  that  a  favorable  purchase? 

Answer.  I  would  not  for  our  service  at  Poison,  for  this  reason :  Our  figun-s 
show  that  we  hope  to  develop  power  at  Poison  for  about  2.6  mills,  if  I  remem- 
ber the  figures  correctly,  and  that  it  will  cost  us  about  1.3  mills  to  transmit 
it  into  our  system. 
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Question.  Then  if  you  could  get  it  for  2Y2  mills,  which  would  be  less  than  2.6 
mills  you  just  mentioned,  it  would  be  a  favorable  purchase? 

Answer.  Mr.  Scattergood,  if  we  were  to  get  it  at  2%  mills  ad  libitum,  with- 
out maximum  demand,  it  would  be  very  favorable. 

Question.  Now,  I  wanted  to  ask  a  few  questions  about  installation.  Will 
any  of  your  people  bring  that  out? 

Mr.  Russell.  How  is  that? 

Mr.  Scattergood.  I  was  going  to  ask  some  questions  which  perhaps  belong 
more  to  the  field  of  the  Federal  Power  Commission  itself,  and  if  you  are  going 
to  develop  that  I  will  just  wait,  and  if  there  is  anything  that  occurs  to  me 
afterwards  I  can  then  ask  further  questions. 

By  Mr.  Russell: 

Question.  Before  taking  up  that  matter,  Mr.  Kerr,  I  w^ant  to  refer  to  some 
of  the  statements  made  this  morning  about  these  accounts. 

In  your  statement  of  May  18,  1926,  there  are  donations  there  indicated  of 
St.  Johns,  $20,  G.  M.  C.  A.— I  don't  know  what  that  is. 

Answer.  Y.  M.  C.  A.,  isn't  it? 

Question.  Possibly  Y.  M.  C.  A.  There  is  further  a  contribution  to  Ed  Morely 
of  $50  and  a  contribution  to  the  Deaconess  School  of  $50.  Those  donations  are 
not  indicated  there  at  all,  are  they,  as  being  donations?  [Handing  paper  to  the 
witness.]  I  mean  by  that  that  they  are  not  marked  with  that  account  "  125-D  " 
that  you  spoke  of? 

Answer,  No,  sir. 

Question.  The  total  amount  of  that  account  is  $1,042.73,  of  which  you  have 
allocated  $500  to  the  Rocky  Mountain  Power  Co.? 

Answer.  Yes,  sir. 

Question.  And  there  is  no  way  that  we  can  tell  but  what  those  donations 
are  included  in  that  $500,  can  we,  from  that  statement? 

Answer,  I  would  say  that  if  this  was  before  the  accountant,  being  presented 
by  the  accountant  of  the  power  company,  he  could  very  easily  show  that  there 
was  a  trip  from  New  York  to  Washington  and  return  to  Butte,  in  which  there 
is  a  charge  of  $727.43.  of  which  my  business  judgment  probably  told  me  that 
a  fair  part  of  it  would  be  $500. 

Question.  But  there  is  nothing  there  to  show  to  the  Power  Commission  when 
we  review  that  account  but  what  those  donations  were  included  in  the  $500, 
so  far  as  we  know?     Is  that  correct? 

Answer.  I  suppose  so. 

Question,  Now.  I  notice  on  your  sheet  of  September  1st  there  is  a  payment 
there  to  Sidney  Ward  of  $100.    Was  that  a  donation  or  what  was  it? 

Answer.  At  this  time,  or  some  time  later,  I  would  say  that  I  paid  Sidney 
Ward's  expenses. 

Question.  Just  keep  it  there  a  moment.  Mr.  Kerr.  There  is  an  item  there 
of  a  donation  to  the  Y.  M.  C.  A.  of  $50  and  another  item  of  $15  to  St.  John's. 
Is  that  correct? 

Answer.  Yes. 

Question.  That  is  not  indicated  by  your  "125-D"  that  Mr.  Kelly  talked 
so  strongly  about  this  morning,  is  it? 

Answer.  St.  John's  and  which  one  did  you  say? 

Question.  Y.  M.  C.  A.,  $50, 

Answer.  The  Y.  M.  C.  A.  is  designated  by  "  125-D." 

Question.  It  is  designated? 

Answer.  Yes. 

Question.  But  the  St.  John's  $15  charge  is  not? 

Answer.  No. 

Question,  And  that  donation  is  not  shown  to  be,  whether  it  was  charged 
against  this  project  or  not,  is  it? 

Answ^er.  Well,  I  will  say  this:  It  looks  to  me  that  it  is  a  question  whether 
one  is  seeking  to  criticize  the  account  or  whether  one  is  seeking  to  interpret  the 
account. 

Question.  Answer  the  question.     I  don't  care  for  any  argument  about  it. 

Answer.  I  have  answered  it. 

Question.  Is  that  the  best  answer  you  care  to  make? 

Answer.  Yes, 
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Question.  Now,  I  notice  on  your  receipt  for  January  4  you  have  C.  Murphy 
down  for  $100.  What  did  C.  Murphy  do  on  this  plant  that  was  actual  con- 
struction on  the  Flathead  project? 

Answer.  He  acted  for  me  when  I  wanted  him  to. 

Question.  Who  is  he? 

Answer.  He  is  a  resident  of  Washington. 

Question.  Washington,  D.  C? 

Answer.  Yes,  sir. 

Question.  What  does  he  do? 

Answer.  I  don't  think  I  can  tell  you. 

Question.  Well,  is  he  employed  by  the  Montana  Power  Co.? 

Answer.  He  is — I  employed  him. 

Question.  You  employed  him  for  that?     What  did  he  do? 

Answer.  He  acted  as  messenger  boy  for  me,  if  you  please. 

Question.  What  kind  of  messages? 

Answer.  Anything  that  I  had  come  up. 

Question.  Well,  did  that  have  to  do  with  the  Rocky  Mountain  Power  Co.? 

Answer.  Absolutely. 

Question.  Was  it  making  inquiries  of  the  Federal  Power  Commission  that 
you  had  C.  Murphy  here  for? 

Answer.  Not  particularly ;  no. 

Question.  And  you  can't  tell  us  what  C,  Murphy  did  toward  the  actual 
legitimate  cost  of  construction  of  this  project  out  in  Montana? 

Answer.  I  say  that  O.  MuriDhy  was  an  assistant  to  me  when  I  was  on  this 
case  down  here,  and  he  assisted  me  in  any  way  that  he  was  capable  of  doing. 

Question.  Well,  is  he  on  the  pay  roll  annually  or  monthly  by  the  Montana 
Power  Co.? 

Answer.  He  is  not. 

Question.  On  your  statement  for  June  3,  1928,  I  find  an  item  of  $3,070.47, 
being  the  total  of  numerous  expenses,  among  which  are  $195  of  donations,  and 
I  also  find  here  a  special  expense  item  of  $199.46.  What  does  that  represent? 
[Handing  a  paper  to  the  witness.] 

Answer.  Well,  it  is  written  as  of  February  29,  special  expense,  hotel,  $210,16 ; 
meals,  $54.30;  miscellaneous  expenses,  $35. 

Question.  What  was  it  for? 

Answer.  Total  $299. 

Question.  Well,  instead  of  labeling  that  "  Special  expense,"  why  didn't  you 
point  out  what  there  was  in  that  that  applied  to  the  Montana  proiect? 

Answer,  I  think  if  you  were  looking  back  of  my  original  pen-written  expense 
account  you  would  find  that  that  was  not  special. 

Question.  Of  course,  we  didn't  have  that.    We  have  only  got  these  sheets. 

Answer.  As  that  is  distributed  there  it  shows  exactly  what  it  is.  It  shows 
the  total. 

Question.  You  have  got  another  special  item  about  a  month  later  of  $884.21. 
Is  that  of  the  same  general,character? 

Answer.  It  says  here  that  it  is  $676.21  hotel ;  $172.30  meals,  and  $35  miscel- 
laneous expense. 

Question.  Well,  why  is  that  labeled  "Special  expense"?  Why  didn't  you 
put  it  in  there  as  expense  to  the  Rocky  Mountain  Power  Co.? 

Answer.  I  can't  remember  now.  I  don't  remember  why  it  was  written 
that  way. 

Question.  Can  you  tell  us,  or  can  you  explain  how  the  accountants  of  the 
Federal  Power  Commission  could  determine  that  item  of  $884  as  an  actual 
cost  of  construction  of  this  project? 

Answer.  It  says  it  is  hotel  bills  and  so  forth,  don't  it? 

Question.  It  doesn't  say  it  was  on  this  project,  does  it? 

Answer.  I  don't  think  that  the  distribution  says  that  either.  I  haven't 
testified  that  any  itemized  expense  was  put  in. 

Question.  But  one-third  of  these  special  items  here,  running  up  to  a  matter 
of  over  $1,200.  is  charged  up  to  the  actual  construction  of  this  project  out  in 
Montana,  isn't  it? 

Answer.  Yes,  sir. 

Question.  Then  I  direct  your  attention  to  January  5,  1929,  You  have  an  item 
in  there  of  "A.  L.  Watts,  $100."    What  Is  that? 

Mr.  Kelly.  J  object  to  that  as  irrelevant  and  immaterial,  unless  it  was 
charged  to  this  project. 

Mr.  Dixon.  A.  L.  what? 

Mr.  Russell.  Watts.    Accountant  for  the  Butte  Water  Co.  In  Butte. 
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By  Mr.  Russeul  : 

Question.  Let  me  a>k  you  this,  then.  Probably  this  will  shorten  it.  You 
have  charged  out  of  $707,  $150  to  the  Flathead. 

Aimwpr    "Yos   sir 

Question.  Was  that  the  items  of  Sid  Ward,  $50,  and  J.  H.  Rowe,  $100? 

Answer.  I  don't  remember  which  ones  it  was  now. 

Question.  Then  we  don't  know. 

Answer.  I  testified  here  before  that  I  had  my  memorandum  before  me  when 
I  made  out  this  expense  account,  and  I  made  this  distribution  to  the  best  of 
my  judgment,  and  offer  it  to  the  commission  here  in  the  belief  that  it  is  a  just 
charge,  and  it  is  up  to  them  to  say  whether  it  is. 

Question.  Without  your  being  able  to  find  out  what  the  items  are? 

Answer.  Then  you  can  strike  it  out  if  you  don't  like  it. 

Question.  What  is  this  item  of  $100  charged  to  salvage  on  your  January 
sheet? 

Answer.  I  haven't  any  idea. 

Question.  So  we  are  to  accept  that  without  any  explanation  and  put  it  in  the 
capital  account  of  this  project,  are  we? 

Answer.  You  can  accept  my  statement  of  the  distribution  on  there  as  my 
business  judgment  as  to  what  is  the  reasonable  charge  against  the  Rocky 
Mountain  Power  Co.  or  throw  it  out,  if  you  please.    That  is  all  there  is  to  that. 

Question.  Well,  the  fact  remains,  then,  from  these  exhibits,  these  sheets  that 
I  now  show  yew,  that  some  of  them  at  least  contained  donations  and  contribu- 
tions that  are  not  labeled  as  such,  and  are  arbitrarily  charged  off  here  against 
this  project,  aren't  they? 

Mr.  Kelly.  Which  ones? 

Answer.  No ;  they  are  hot. 

By  Mr.  Russexl; 

Question.  Well,  let's  repeat  it  again.  On  May  18,  1926,  you  have  a  total 
of  $1,042.  You  charged  up  $500  to  the  Rocky  Mountain  Power  Co.,  and  in- 
cluded in  the  $1,042  are  donations  and  contributions  to  Ed.  Morley,  Deaconess 
School,  special  expense,  St.  John's  $20,  and  Y.  M.  C.  A.  $25,  and  we  don't  know 
whether  those  items  are  in  the  $500  or  not,  do  we? 

Mr.  Ketxy.  Just  a  moment  now;  if  the  commission  please.  That  is  an 
unfair  question  for  the  reason  that  Mr.  Kerr  testified  that  in  this  account  of 
May  18,  1926,  there  were  expenses  of  himself  and  Mr.  Cochrane,  as  shown  by 
this  account,  to  New  York  and  back  to  Butte  and  to  Washington  on  the  busi- 
ness of  the  Rocky  Mountain  Power  Co.,  and  perhaps  the  Montana  Power 
Co.,  amounting  to  $727.43.  and  that  by  his  judgment  $500  of  that  $727  should 
be  charged  to  the  Rocky  Mountain  Power  Co.,  and  it  was  so  done,  and  that 
eliminates  these  donations  that  our  friend  talks  about. 

Mr.  Rtjssell.  But  that  information  was  not  before  us  until  this  moment, 
was  it? 

Mr.  Kelly.  Just  a  moment.  Let  us  have  a  ruling  on  the  question  as  being 
not  in  accordance  with  his  testimony. 

Mr.  Russell.  Now,  we  will  let  the  commission  say  whether  it  is  in  accord- 
ance with  the  testimony  or  not.    That  is  not  for  you  to  say,  Mr.  Kelly. 

Mr.  Kelly.  I  am  asking  for  a  ruling.  I  object  to  the  question  as  not  proper 
cross-examination. 

Mr.  Dixon.  He  testified  that  his  best  judgment  was  that  that  was  the  proper 
amount  out  of  the  New  York  trip  that  should  be  allocated  to  the  Montana 
Power  Co. 

Mr.  Kelly.  And  that  eliminates  these  other  items  that  you  are  talking  about. 

Mr.  Russell.  It  doesn't  eliminate  so  far  as  our  position  is  concerned,  up 
to  the  time  he  just  stated. 

By  Mr.  Russell  : 

Question.  And  that  is  true  with  reference  to  these  other  donations  that  I 
called  your  attention  to.  that  there  is  no  indication  but  what  those  donations 
are  included  in  the  cost  of  this  Rocky  Mountain  project?  Unless  it  is  where  you 
have  got  that  number  "  125-D."  it  would  not  be  known,  would  it?  That  is 
correct,  isn't  it.  Mr.  Kerr? 

(No  answer.) 

Cross-examination  by  Mr.  Dixon  : 
Question.  Was  any  part  of  the  donation  charged  to   the  Rocky  Mountain 
Power  Co.? 
Answer.  Not  at  all. 
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Question.  How  is  that?    None  of  this  242  that  Mr.  Russell  spoke  about? 
Answer.  Not  at  all. 

By  Mr.  Russell: 

Question.  Well,  if  it  was  not  to  be  allocated  to  the  power  company,  why  didn't 
you  state  that  when  you  sent  it  in  so  that  we  would  know  whether  or  not  it  was? 

Mr.  Kelly.  Now,  I  object  to  that.    Just  a  minute. 

Mr.  Dixon.  He  said  he  didn't  send  it  in,  Mr.  Russell. 

Mr.  Kelly.  Furthermore,  if  the  commission  please,  these  are  exact  copies  of 
the  books  of  the  Montana  Power  Co.,  which  the  oflScials  of  this  power  commis- 
sion required  us  to  file.  We  could  not  add  to  nor  subtract  from  them.  They 
asked  us  to  file  here  exact  copies  of  our  books.  It  is  an  unfair  question  to  ask 
why  we  didn't  eliminate  something. 

Mr.  Russell.  As  I  understand  the  situation,  it  is  that  you  sent  this  to  him 
pursuant  to  a  request  of  this  commission  to  give  us  a  detailed  statement  of  the 
lump  sum  that  you  have  sent  in  here  on  a  statement  of  the  actual  cost  of  this 
project,  did  you  not? 

The  Witness.  Yes. 

Secretary  Wilbur.  I  think  you  have  gone  into  that  far  enough. 

Mr.  Russell.  That  is  all  on  that  point. 

Secretary  Wilrur.  Is  there  anything  else  that  you  wish  to  ask  Mr.  Kerr? 

Mr.  Russell.  Yes. 

By  Mr.  Russell: 

Question.  When  did  you  first  know  Mr.  C.  B.  Smith? 

Answer.  Yesterday  morning,  I  think. 

Question.  Did  you  ever  authorize  Mr.  Denison  to  employ  Mr.  Smith? 

Answer.  No,  sir. 

Question.  And  was  Mr.  Smith's  bill  against  the  Rocky  Mountain  Power  Co. 
for  his  services  and  expenses  pai<^  by  the  Electric  Bond  &  Share  and  reimbursed 
to  them  by  you? 

Answer.  I  couldn't  tell  you.    I  never  have  seen  the  bill. 

Question.  Now,  Mr.  Kerr,  in  regard  to  the  leasing  of  this  property,  of  the 
Flathead  project,  is  it  your  intention  to  take  over  the  output  of  this  plant  and 
to  take  it  into  the  operating  plant  of  the  Montana  Power  Co.?  I  believe  you 
said  that  was  correct? 

Answer.  Yes,  sir. 

Question.  And  on  what  basis  do  you  propose  that  the  Montana  Power  Co. 
shall  pay  the  rate  to  the  Rocky  Mountain  Power  Co.? 

Answer.  I  would  say  in  reply  to  that,  Mr.  Russell,  that  the  rate  would  be 
established  after  we  had  got  through  guessing  and  built  the  project  and  found 
out  what  it  cost. 

Question.  Do  I  understand  you  to  say  that  you  would  make  a  rate  that 
would  be  measured  by  a  return  on  your  actual  investment  in  it  as  determined 
by  the  Power  Commission? 

Answer.  I  don't  claim  to  be  versed  in  those  things.  But  my  impression  is 
that  we  are  regulated  by  the  commission  so  that  we  can  not  charge  more  than 
so  much  money.    Just  what  that  is  I  don't  know. 

Question.  Do  you  mean  this  commisison  here  or  the  Montana  Public  Utilities 
Commission? 

Answer.  I  mean  that  my  understanding  of  the  water  power  law  is.  or  the 
rulings  of  the  Federal  Power  Commission,  that  they  limit  the  amount  of  earn- 
ings and  the  amount  of  price  that  can  be  charged  for  this  power? 

Question.  Well,  have  you  that  entirely  correct?  This  commission  has  no 
jurisdiction,  has  it,  over  the  question  of  the  rate  that  you  will  charge  to  the 
Montana  Power  Co.? 

Answer.  I  understand  that  it  has  full  control  of  the  Rocky  Mountain  Power 
Co.  licensee  if  and  when  it  has  a  license. 

Question.  So  far  as  regulating  its  capital  structure  is  concerned? 

Answer.  Yes ;  and  so  far  as  regulating  its  income  is  concerned ;  that  it  shall 
not  be  more  than  so  much  money,  else  that  money  is  to  be  paid  back  to  the 
Government. 

Now,  I  am  not  going  to  testify  to  this  thing,  because  I  will  just  say  in  sub- 
stance that  nobody,  not  having  completed  the  project  and  knowing  what  it 
actually  will  cost  when  you  get  through,  can  possibly  say  definitely  what  the 
rates  will  be. 
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Question.  Well,  is  it  your  intention  to  dissolve  the  Rocky  Mountain  Power 
Co.  as  a  corporation  and  take  over  all  of  these  assets  into  the  Montana 
Power  Co.?  ^         .  .     , 

Answer.  That  is  strictly  a  legal  question.  I  couldn't  tell  you  that.  I  don  t 
know. 

Question.  That  is  a  business  proposition,  isn't  it,  whether  you  should  dissolve 
this  company  and  take  it  over? 

Answer.  So  far  as  I  know,  there  are  no  plans. 

By  Mr.  Scattergood  : 
Question.  Would  you  be  willing  to  adapt  yourselves  to  any  requirement  that 
was  put  in  the  license  on  that  matter? 

Answer.  Obviously,  or  we  could  not  have  the  license. 

By  Mr.  Russell: 

Question.  Have  you  discussed  the  matter  as  to  whether  or  not  this  would 
be  a  flat  rate  per  months  or  by  the  year  that  would  be  paid  by  the  Montana 
Power  Co.? 

Answer.  There  has  been  no  discussion  at  all. 

Question.  And  there  has  been  no  discussion  as  to  whether  or  not  that  rate 
would  be  upon  the  actual  investment  in  the  project? 

Answer.  I  said  there  had  been  no  discussion  at  all. 

Question.  Is  it  your  plan  or  has  there  been  any  plan  discussed  under  which 
you  would  sell  the  energy  generated  from  this  plant  to  others  than  the  Montana 
Power  Co.? 

Answer.  No,  sir. 

Question.  Have  you  had  up  the  matter  of  amortization  of  the  cost  of  this 
project? 

Answer.  No,  sir. 

Queston.  That  has  not  been  discussed  at  all? 

Answer.  No,  sir. 

Question.  Have  you  had  up  the  matter  of  determining  the  question  of  depre- 
ciation or  deferred  depreciation? 

Answer.  No,  sir. 

Question.  Have  you  made  any  calculations  or  computations  to  determine  the 
probable  result  of  the  operation  of  this  project? 

Answer.  No  more  than  to  discover  as  best  we  could  what  the  cost  of  the 
power  would  be. 

Question.  Well,  was  that  based,  Mr.  Kerr,  upon  what  it  cost  to  build  it? 

Answer.  The  estimated  cost? 

Question.  Estimated  cost,  I  meant  by  that. 

xAnswer.  Yes. 

Question.  You  have  gone  that  far  into  it? 

Answer.  Yes. 

Question.  And  have  you  made  any  estimate  as  to  what  the  net  investment 
may  be  at  the  end  of  this  license  period,  if  granted  to  you? 

Answer.  No,  sir. 

Question.  Mr.  Kerr,  you  testified,  if  I  recall  correctly,  in  the  early  part  of 
your  examination  that  the  Montana  Power  Co.  had  an  extremely  well  organ- 
ized organization  to  handle  the  construction  of  its  projects? 

Answer.  We  did  at  one  time. 

Question.  How  long  since  have  you  had  that  organization? 

Answer.  As  I  testified  on  direct,  I  believe  that  w^e  had  it  up  to  a  few  years 
ago ;  and  the  last  time  we  used  it  was  on  the  so-called  Black  Eagle  develop- 
ment, which,  as  I  remember  it,  was  finished  in  1927  or  1926.  I  can't  remember 
which. 

Question.  You  say  that  this  contract  was  made  with  the  Electric  Bond  & 
Share  Co.  some  time  in  the  early  part  of  1928? 

Answer.  Yes,  sir.    That  is  my  recollection. 

Question.  But  did  you  disorganize  this  organization  that  you  had  at  that 
time  for  construction  purposes? 

Answer.  I  testified  that  it  played  out. 

Question.  Played  out?  But  in  your  direct  testimony  you  said  that  you  had 
one  at  one  time.  I  understood  that  it  was  a  very  perfect  organization.  Is  that 
correct  ? 

Answer.  And  I  told  you  further  that  the  failure  of  Mr.  Scottin's  health  is 
the  real  reason  why  we  decided  to  make  a  contract  rather  than  to  do  as  we 
had  done  heretofore. 
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Question.  Now,  since  the  time  that  you  entered  into  this  contract  with  the 
Electric  Bond  &  Share  Co.,  any  construction  work  that  you  have  done  out  in- 
that  country  has  been  done  by  this  Phoenix  Utilities  Co.? 

Answer.  Only  one  job. 

Question.  Well,  whatever  you  have  done  has  been  done  by  them? 

Answer.  The  lines  and  transformers  and  stations  we  have  built  ourselves. 

Question.  I  am  speaking  of  the  large  construction  work  now. 

Answer.  The  only  large  job  they  are  now  doing. 

Question.  And  the  Phoenix  Utility  Co.  is  owned  outright  by  the  Electric 
Bond  &  Share  Co.,  isn't  it? 

Answer.  I  couldn't  say  about  that.    I  don't  know. 

Question.  Well,  is  it  your  intention,  so  far  as  you  know  now,  that  the 
Phoenix  Utility  Co.  will  construct  this  project  if  a  license  is  granted  to  you? 

Answer.  My  judgment  is  that  Mr.  Ryan  and  I,  if  I  am  still  an  officer  of  the 
company  and  he  is  still  an  officer  of  the  company — we  are  pretty  old  men  and 
this  license  is  not  coming  very  fast — if  we  are  here,  we  will  sit  down  and  talk 
this  thing  over ;  and  we  will  probably  ask  Grant  Smith  what  he  would  do  and 
Winston  what  he  would  do  and  Tuoy  what  he  would  do;  and  we  will  finally 
decide  on  somebody  to  do  the  job.  We  are  not  bound  to  decide  on  anybody  in 
particular. 

Question.  Well,  from  your  favorable  comment  that  you  made  this  morning 
about  the  Phoenix,  it  would  be  fair  for  us  to  imagine  that  the  Phoenix  Utilities 
Co.  would  continue  their  work  in  building  this  project,  would  it  not? 

Answer.  I  said  that  they  were  doing  what  we  considered  a  marvelous  job  on 
this  particular  job. 

Question.  Now,  do  you  know  whether  or  not  it  is  a  fact — and  I  would  like 
to  have  this  information  for  our  accounting  section — whether  or  not  it  is  the 
practice  of  the  Electric  Bond  &  Share  Co.  in  building  its  projects  to  use  the 
Phoenix  Utility  Co.,  which  it  owns,  and  then  charge  up  to  the  cost  of  construc- 
tion of  the  project  15  to  20  per  cent  profit  on  its  own  company? 

Answer.  I  don't  know  that. 

Question.  You  don't  know  that? 

Answer.  No. 

Question.  Would  you  say  that  that  would  be  fair,  Mr.  Kerr,  as  an  actual, 
legitimate  cost  of  construction  here,  to  assume  that  if  the  Phoenix  Indemnity 
Co.  built  this  that  they  could  charge  into  their  account  15  to  20  per  cent  profit 
on  a  contract  with  their  own  company? 

Answer.  Well,  I  would  say  that  this  is  fair  and  common,  to  make  a  per- 
centage contract.  As  manager  of  the  Montana  Power  Co.  I  would  not  make 
a  contract  for  construction  that  was  not  on  a  percentage  basis  to  the  contractor. 
As  to  where  his  money  goes  I  haven't  any  idea. 

Question.  I  am  not  speaking  of  a  general  contractor  now.  I  am  speaking 
of  a  contractor  that  is  owned  and  controlled  by  the  company  that  is  furnishing 
the  money  or  directing  the  construction.  Do  you  say  that  it  is  fair  to  include 
in  the  cost  of  construction  the  profit  to  that  company? 

Mr.  Kelly.  Just  a  minute,  now,  if  the  commission  please.  That  is  an  unfair 
question,  because  there  isn't  anything  in  this  record  to  show  that  the  Electric 
Bond  &  Share  Co.  is  going  to  furnish  a  dollar  of  this  construction.  That  con- 
struction is  going  to  be  built  by  the  Montana  Power  Co.'s  money.  They  have 
guaranteed  the  bill. 

Mr.  DixoN.  I  think  that  we  have  pursued  this  line  of  inquiry  far  enough. 

Mr.  RussEiLL.  Well,  I  desire  that  they  be  required  to  furnish,  in  view  of  this 
statement  as  written  in  here — it  is  not  my  own  preparation ;  it  was  prepared 
by  our  accounting  section.  I  have  not  completed  the  inquiries  that  they  want 
me  to  ask  you.  I  have  a  number  of  questions  yet  to  ask  of  Mr.  Kerr — that  they 
furnish  us  with  a  copy  of  the  contract  that  they  have  with  the  Electric  Bond  & 
Share  Co.  showing  exactly  what  the  agreement  covers  as  to  the  management, 
supervision,  and  operation,  and  just  what  is  intended  by  his  company. 

The  Witness.  My  understanding  is  that  we  are  to  furnish 

Mr.  Kelly.  We  have  already  agreed  to  furnish  that. 

Mr.  RussEjrx.  But  that  was  only  an  order  in  part  as  It  referred  to  engineering. 
I  want  the  whole  contract. 

Mr.  Dixon.  The  contract  that  the  Montana  Power  Co.  now  has? 

Mr.  RussETx.  With  the  Electric  Bond  &  Share  Co. 

Mr.  Kelly.  With  respect  to  what? 

Mr.  RussBLL.  With  respect  to  everything.    We  want  the  complete  contract. 
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Mr.  Kelly.  All  right.  I  take  it  that  we  may  have  some  contracts  that 
luiven't  anything  to  do  with  this  project.  But  if  you  want  them  all,  we  will 
put  them  all  in. 

Mr.  Russell.  Well,  we  want  to  know  from  Mr.  Kerr,  and  he  may  as  well 
answer  that  now,  whether  or  not  that  was  also  enforceable  against  the  applicant 

hrve. 

The  Witness.  I  don't  know  that. 
By  Mr.  Russell: 

Question.  Well,  is  there  a  contract  between  the  Rocky  Mountain  Power  Co. 
and  the  Electric  Bond  &  Share  Co.? 

Answer.  Not  any  kind  that  I  know  of. 

Question.  Only  just  between  the  Montana  Power  Co.  and  the  Electric  Bond  & 
Share  Co.? 

Answer.  That  is  all. 

Question.  If  the  license  should  be  issued  to  the  Rock  Mountain  Power  Co., 
would  it  or  not  in  fact  result  in  a  license  direct  to  the  Electric  Bond  &  Share 
Co  ?    Do  you  know  that? 

Answer.  No,  sir. 

Question.  Well,  if  you  can  not  answer  the  question,  can  you  refer  us  to  any 
official  of  the  Montana  Power  Co.  that  can  answer  that  question? 

Answer.  No',  sir. 

Question.  Hove  the  Electric  Bond  &  Share  Co.  now  a  majority  of  the  stock  of 
the  Montana  Power  Co.? 

Answer.  No,  sir. 

Question.  What  part? 

Answer.  None,  as  far  as  I  know. 

Question.  Do  any  of  the  directors  of  the  Electric  Bond  &  Share  Co.  own  stock 
in  the  Montana  Power  Co.? 

Answer.  They  may  own  the  directors'  shares.     I  don't  know  that. 

Question.  Are  any  of  the  directors  of  the  Electric  Bond  &  Share  Co.  very 
heavily  interested  in  the  Montana  Power  Co.? 

Answer.  I  have  testified  here  that  substantially  all  of  the  common  stock  of 
the  Montana  Power  Co.  belongs  to  the  American  Power  &  Light.  It  does  not 
belong  to  any  individuals. 

Question.  And  what  is  the  relationship  between  the  American  Power  &  Light 
and  the  Electric  Bond  &  Share  Co.  ? 

Answer.  I  am  only  speaking  from  hearsay. 

Question.  Well,  what  is  that? 

Answer.  That  the  Bond  &  Share  Co.  owns  12  or  14  per  cent  of  the  stock  of  the 
American  Power  &  Light. 

By  Mr.  Dixon  : 

Question.  The  remaining  stock  of  the  American  Power  &  Light  Co.  is  owned 
generally? 

Answer.  It  is  tremendously  spread,  Mr.  Secretary. 

Mr.  Russell.  The  accounting  section,  Mr.  Secretary,  also  desires  to  know 
whether  or  not  the  Phoenix  Utilities  Co.  is  owned  by  the  Electric  Bond  &  Share 
Co.  That  is  one  of  the  questions  that  they  have  submitted  to  me  here  in  this 
written  memorandum. 

Mr.  Dixon.  All  right. 

The  Witness.  I  don't  know  that. 

By  Mr.  Russell: 

Question.  Well,  do  you  know  who  can  tell  us  about  that? 

Answer.  No,  sir;  I  do  not. 

Question.  Do  you  know  who  the  oflficers  are  of  the  Phoenix  Utilities  Co.  ? 

Answer.  I  only  know  one  man  in  it. 

Question.  Who  is  that? 

Answer.  A  man  named  Westcott.  He  is  a  superintendent  or  a  manager  or 
something  like  that.     I  don't  know  just  what  he  is. 

Mr.  Russell.  I  ask,  Mr.  Secretary,  that  they  furnish  for  the  information  of 
the  accounting  section  of  the  Federal  Power  Commission  a  list  of  the  directors 
and  officers  of  the  Phoenix  Utilities  Co.  as  of  the  date  of  the  application  for 
this  license,  and  as  they  exist  to-day,  and  a  list  of  the  stockholders  of  the 
Phoenix  Indemnity  Co. 

Mr.  Kelly.  Who  will  furnish  that? 
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Mr.  Russell.  We  ask  that  the  Montana  Power  Co.  furnish  that,  or  the  Rocky 
Mountain  Power  Co.,  the  applicant. 

Mr.  Kelly.  We  shall  be  glad  to  do  it,  but  we  may  not  be  able  to  find  out. 
We  haven't  any  information  on  that.  We  are  willing  to  furnish  this  commis- 
sion anything  that  we  have  in  our  records,  but  if  we 

Mr.  Dixon.  Why  not  refer  the  inquiry  to  the  officers  of  the  Phoenix  Co. 
for  that  information? 

Mr.  Russell.  If  I  had  had  the  matter  under  mature  reflection,  I  might 
have  suggested  that  myself,  Mr.  Secretary.  These  questions  were  sent  to  me 
this  morning  as  being  pertinent  to  inquire  for  the  accounting  section.  I  am 
not  entirely  familiar  with  these  myself.  But  they  do  want  to  know  the  owner- 
ship of  the  Phoenix  Utilities  Co. 

Mr.  Kelly.  You  have  our  permission  to  find  out.     We  don't  know. 

Mr.  ScATTEBGOOD.  Mr.  Secretary,  may  I  ask  one  supplementary  question? 

Mr.  Russell.  Just  a  minute.     Let  me  get  through  with  this  first. 

By  Mr.  Russell: 

Question.  There  is  no  way  that  you  can  give  it  to  us,  Mr.  Kerr? 

Answer.  Oh,  I  can  not  promise  to  get  it  for  you.  I  don't  know  whether  they 
will  give  it  to  me  or  not.  I  haven't  any  doubt  that  if  the  Federal  Power  Com- 
mission asks  them,  they  will  probably  tell  them. 

Mr.  Forbes.  Is  Mr.  Kelly  willing  to  have  that  information  go  into  the  official 
record  of  this  hearing  if  the  Federal  Power  Commission's  request  is  honored 
by  the  Electric  Bond  &  Share  Co.? 

Mr.  Kelly.  I  take  it  that  the  Federal  Power  Commission  has  all  the  authority 
necessary  to  make  any  investigation  it  desires  to  find  out  any  of  this  informa- 
tion that  it  desires.     We  haven't  any  objection  to  that. 

Mr.  Russell.  Then  it  will  be  understood,  Mr.  Secretary,  that  an  inquiry  will 
be  made;  and  if  a  reply  is  received  by  the  Federal  Power  Commission,  may  it 
be  made  a  part  of  this  record  when  received  by  the  Power  Commission  ? 

Mr.  Dixon.  If  the  Power  Commission  so  determines. 

Mr.  Russell.  Is  there  any  objection  to  that,  Mr.  Kelly? 

Mr.  Kelly.  No  objection  at  all  to  the  Power  Commission  doing  anything  they 
want  to.  There  is  no  objection  on  our  part  if  they  want  to  put  in  the  statutes 
at  large  of  the  United  States  and  make  them  a  part  of  this  record.  It  is  all 
right  with  us  to  put  them  in. 

Mr.  ScATTERGOOD.  Mr.  Secretary,  I  just  want  to  ask  a  few  questions  in  regard 
to  this  account. 

Mr.  Dixon.  All  right. 

Cross-examination  by  Mr.  Scatteegood  : 

Question.  I  would  like  to  ask  whether  the  management  of  the  Rocky  Mountain 
Power  operations  will  be  carried  on  by  the  Montana  Power  Co. 

Answer.  Probably  under  the  direction  of  the  Montana  Power  Co. 

Question.  Will  there  be  any  allowance  in  the  set-up  for  a  fee  to  be  paid  to 
anybody  else  than  the  Montana  Power  Co.,  for  instance,  to  the  Electric 
Bond  &  Share  Co.?  Will  they  be  allowed  an  overriding  fee  for  any  part 
that  they  might  play  in  the  management? 

Answer.  I  wouldn't  see  why  there  would  be  any  occasion  for  it.  I  don't 
know  now  myself. 

Question.  It  is  not  contemplated  in  the  contract  already  made? 

Answer.  Mr.  Scattergood,  this  Rocky  Mountain  Power  Co.  is  a  mere  shell, 
you  might  say,  yet,  I  have  told  you  before  that  the  only  reason  for  its  existence 
that  I  know  of  is  the  fact  that  we  can  not  build  this  site  on  a  license  under  the 
Montana  Co.'s  mortgage,  and  we  just  have  to  have  some  kind  of  vehicle: 
and  it  is  in  the  haziest  kind  of  condition  now.  In  order  to  support  that  we  will 
agree  to  back  it.  But  there  are  no  plans  and  no  schemes  and  no  set-up; 
nothing  prepared  yet.  I  have  always  contemplated  that  when  it  got  down  to 
the  actual  drawing  of  a  license,  if  such  a  thing  should  happen,  all  of  those 
matters  would  be  taken  care  of. 

Question.  Then,  as  I  understand,  you  are  not  prepared  at  this  time  to  submit 
a  proposal  for  capital  structure? 

Answer.  Not  now. 

Question.  Are  you  prepared  to  submit  an  estimate  of  operation  costs  similar 
to  the  estimate  of  the  other  applicant? 

Answer.  Mr.  Cochrane,  I  think,  will  testify  to  that. 
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Question.  I  am  asking  you  this  question.  In  the  line  of  operating  expenses 
would  any  allowance  ever  have  to  be  made  for  an  overcharge  by  the  Electric 
Bond  &  Share  Co.? 

Answer.  Not  so  far  as  I  know. 

Question.  You  don't  know  whether  that  is  a  part  of  the  contract  already 
made  between  the  Montana  Power  Co.  and  the  Electric  Bond  &  Share  Co.? 

Answer.  I  don't  remember  every  paragraph  in  it,  just  how  it  reads. 

Question.  Of  course,  the  contract,  when  we  get  it,  will  speak  for  itself. 

Answer.  I  can  not  help  feeling,  as  manager  of  the  Montana  Power  Co.,  that 
the  matter  of  this  overcharge  of  the  Electric  Bond  &  Share  Co.  is  very  much 
overstressed,  because  nobody  would  complain  if  we  hired  a  firm  of  attorneys, 
nobody  w^ould  complain  if  we  hired  any  firm  of  engineers,  if  it  didn't  happen 
to  be  the  Electric  Bond  &  Share  Co.     That  is  the  way  it  appeals  to  me. 

Question.  What  I  am  trying  to  find  out  here  is  the  necessity  for  duplicating 
charges.  I  happen  to  have  been  familiar  with  a  case  of  the  Philadelphia 
Rapid  Transit  Co.  where  w^e  had  a  salary  of  an  officer,  a  so-called  Mitten 
manager,  of  4  per  cent  of  the  gross.  I  take  it  that  that  is  a  kind  of  expense 
against  the  operation,  which  adds  to  the  cost  of  the  fares  which  the  public 
pays,  and  as  a  protection  to  the  public  and  the  Indians  as  a  part  of  the  con- 
suming public.  I  had  in  mind  trying  to  prevent  that  kind  of  thing  in  this 
situation.     That  was  the  purpose  of  my  question. 

Answ^er.  I  see  what  you  want. 

By  Mr.  Dixon  : 

Question.  I  wonder  why  the  Montana  Powder  Co.  did  not  make  this  applica- 
tion direct? 

Answer.  I  have  told  you. 

Question.  They  are  prohibited  on  what  account? 

Answer.  You  see,  Mr.  Secretary,  the  original  Montana  mortgage  was  created 
in  1912,  when  no  such  thing  as  a  Federal  i)ermit  of  this  character,  with  the 
recapture,  and  so  forth,  was  in  existence;  and  it  was  not  provided  for  in  the 
mortgage. 

By  Mr.  Ely: 

Question.  What  was  created  in  1912? 

Answer.  The  Power  Co.'s  mortgage.  For  instance,  we  have  now  the  Mystic 
Lake  site,  which  we  secured  a  permit  from  the  Forest  Service  for,  but  we 
haven't  been  able  to  bond  it  because  it  is  not  provided  for  in  the  mortgage. 

By  Mr.  Scatterggod  : 

Question.  Was  that  an  open-end  mortgage  or  closed? 

Answer.  It  was  an  open-end  mortgage  for  a  hundred  million. 

Question.  In  creating  the  Mountana  Power  Co.  new  bonds,  what  have  you 
been  able  to  get  in  the  way  of  rate  for  money? 

Answer.  We  have  been  able  to  get  a  very  high  rate  the  last  years.  When 
we  were  brand-new  and  when  this  mortgage  was  drawn  I  am  frank  to  say 
that  the  bankers  wrote  into  it  everything  that  they  could  think  of,  and  we 
had  to  take  it  because  we  had  to  have  money.  But  nowadays  our  bonds  are 
selling  right  at  par ;  and  I  wouldn't  state  this  as  an  absolute  fact,  but  I  think 
that  some  have  sold  above  par. 

By  Mr.  Dixon: 
Question.  Five  per  cent  bonds? 
Answer.  Five  per  cent  bonds. 

By  Mr.  Scattergood  : 

Question.  Do  you  anticipate,  then,  that  you  will  be  able  to  float  this  on  5 
per  cent  bonds? 

Answer.  I  would  say  that  the  situation  has  changed  very  recently.  As  most 
people  know,  there  hasn't  been  any  bond  market  for  two  or  two  and  a  half 
years.  But  with  the  present  stock-market  crash  I  think  it  is  practically  certain 
that  there  will  be  a  very  liberal  bond  market. 

By  Mr.  Bonner  : 
Question.  From   the   standpoint   of   the   mortgage  is   the    license   from   the 
Federal  Power  Commission  considered  more  favorable  than  one  from  the  De- 
partment of  Agriculture,  which  you  now  have? 

Answer.  We  can  not  bond  the  Department  of  Agriculture  permit  there. 
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Question.  You  have  one  of  those  covering  Lake  Couer  d'Alene,  haven't  you? 

Answer.  There  was  a  special  act  of  Congress,  I  think  you  will  find. 

Question.  I  didn't  know  that.  I  supposed  it  was  a  Department  of  Agricul- 
ture permit. 

Answer.  It  finally  was  turned  back  in  a  way  so  that  the  Department  of 
Agriculture  collects  a  fee  for  that  water  and  for  its  use  at  Madison,  for  its  use 
at  Canyon  Ferry,  and  for  its  use  at  Fauser  Lake,  and  for  its  use  at  Holder. 
We  pay  a  yearly  fee. 

By  Mr.  Dixon: 

Question.  Approximately  how  much  does  the  Government  get  for  that  water? 
Answer.  Perhaps  $20,000,  approximately. 
Question.  That  goes  to  the  Forest  Service? 
Answer.  Yes. 

By  Mr.  Bonneb: 

Question.  That  was  drawn  under  a  special  act  of  Congress? 
Answer.  Yes. 

Mr.  Bonner.  I  have  a  few  questions  that  I  would  like  to  ask. 
Mr.  Dixon.  Go  ahead. 

Cross-examination  by  Mr.  Bonner: 

Question.  Let  me  understand  Mr.  Kerr.  You  said  that  the  installation  at  the 
Thompson  Falls  plant  was  about  50,000  horsepower  or  kilowatts,  didn't  you? 

Answer.  No.  I  didn't  say  "  installation."  What  happened  at  Thompson 
Falls  was  that  we  put  the  thing  in  and  we  expected  30,000  kilowatts,  which 
would  be  40,000  horsepower.  The  wheels  are  very  large  and  the  generators  are 
very  large ;  and  when  we  have  the  water,  we  are  able  to  generate  50,000  horse- 
power. 

Question.  What  is  your  average  static  head? 

Answer.  I  couldn't  give  you  that,  Mr.  Bonner,  offhand.  There  is  a  tremen- 
dous variation  in  the  head.  The  minimum,  I  believe,  is  32  feet  at  high  flood- 
pod  the  maximum  65  feet  at  low  water. 

Question.  What  is  your  average  draft  there  at  maximum  capacity  for  water? 

Answer.  The  average  draft  of  what? 

Question.  Water. 

Answer.  The  average  draft  of  water? 

Question.  Yes. 

Answer.  Well,  it  is  all  there  is. 

Question.  Possibly  Mr.  Cochrane 

Answer.  He  can  answer  that  much  better  than  I  can. 

Question.  What  I  am  leading  up  to  was  whether  the  plant  that  you  have 
already  constructed  at  Thompson  Falls  was  of  suflicient  capacity  to  use  bene- 
ficially all  of  the  storage  at  least  from  your  contemplated  Flathead  project? 

Answer.  I  think  undoubtedly  it  is. 

Question.  There  will  be  no  time  in  years  of  ample  water  when  you  will  not 
be  spilling  to  Thompson  Falls  from  the  present  storage  released  at  Flathead? 

Answer.  You  see,  Mr.  Bonner — I  don't  know  whether  you  know  this  or  not — 
but  the  Clarks  Fork  River  has  a  tremendous  variation  between  low  water  and 
maximum  water. 

Question.  I  understand  that. 

Answer.  In  other  words,  we  have  as  high  as  thirty-two  hundred  thousand  sec- 
ond-feet at  flood,  while  to-day  it  is  down  to  6,000  second-feet. 

Question.  That  is  what  I  am  wondering  about,  whether  at  times  the  natural 
flow  and  release  from  Thompson  Falls  without  storage  release  at  Flathead 
would  fully  load  that  plant  and  at  times  you  might  find  it  desirable  to  relieve 
the  situation  by  operating  this  plant  on  storage  releases  from  Flathead? 

Answer.  I  would  rather  you  would  ask  that  question  of  Mr.  Cochrane.  He 
is  very  much  more  able  to  answer  it  than  I  am. 

Question.  I  will  reserve  that,  then;  but  there  is  one  other  question  that  I 
would  like  to  ask  you. 

You  made  the  remark  this  morning  that  you  wish  that  you  could  buy  more 
power  now  from  the  Washington  Water  Power  Co.  I  was  wondering  whether 
that  resulted  from  the  fact  or  was  due  to  a  lack  of  generating  capacity  of  the 
Washington  Water  Power  Co.  water  system  or  a  lack  of  interconnection  capac- 
ity in  your  transmission. 
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Answer.  You  see,  looking  at  this  map,  that  the  Montana  Power  Co.'s  distribut- 
ing system  ends  at  Gold  Creek,  which  is  between  Deer  Lodge  and  Missoula.  We 
have  another  there  at  East  Portal.  So  that  our  only  connection  between  the 
east  and  the  west  is  over  the  100,000  bus  which  the  Milwaukee  has  along  there 
and  which  we  have  the  use  of.  So  the  power  which  we  can  get  from  the  west 
is  only  such  in  amount  as  we  can  transmit  over  that  bus  in  excess  of  what  is 
supplied  by  Thompson  Falls,  which  is  small. 

Question.  It  is  due  to  a  lack  of  transmission  facilities,  then,  and  not  a  lack 
of  generating  facilities  of  the  Washington  Water  Power  Co.  system? 

Answer.  Entirely. 

Question.  One  more  question  along  that  line:  Do  you  expect  in  connection 
with  this  Flathead  project  to  be  able  to  market  a  part  of  the  output  with  the 
Washington  Water  Power  Co.  during  the  time  that  you  are  unable  to  make  full 
utilization  of  your  own  system? 

Answer.  We  hope  to  do  that;  yes  sir. 

Question.  Have  you  any  idea  of  what  you  might  be  able  to  market  with  them 
under  those  conditions? 

Answer.  Well,  I  have  heard  some  bare  conversation  between  our  people  and 
the  Washington  water-power  people,  Stone  &  Webster,  the  Pacific  Power  & 
Light  Co.,  and  so  forth,  about  the  intermingling  of  the  developments  where 
power  could  come  down.  My  recollection  is  that  for  a  short  period,  perhaps  a 
year  or  so,  we  might  be  able  to  dispose  of  30,000  horsepower  to  the  west. 

Question.  Under  those  circumstances  would  it  pay  you  to  provide  a  trans- 
mission line  and  deliver  that  to  their  system? 

Answer.  Well,  Mr.  Bonner,  I  don't  know  whether  you  have  looked  at  this 
map  carefully. 

Question.  I'ou  haven't  indicated  on  that  map  how  you  expect  to  take  the 
Flathead  power  out.  I  have  no  idea  whether  you  are  going  to  take  it  south 
to  Thompson  Falls  or 

Answer.  It  is  an  absolutely  good  survey  of  it,  and  it  appears  that  the  line 
will  have  to  come  south  to  a  point  somewhere  between,  around  the  Dixon 
Valley,  in  that  country,  on  account  of  the  mountains. 

Question.  And  then  on  in  the  Milwaukee  system? 

Answer.  No.  It  hasn't  any  touch  with  the  Milwaukee  system  at  all.  It  will 
go  down  along  the  Northern  Pacific  to  Missoula,  and  from  Missoula  along  the 
Northern  Pacific  approximately  to  Drummond,  on  account  of  this  being  the 
Hell  Gate  Canyon.  And  then  from  Drummond  it  will  get  around  the  mountains 
back  to  Anaconda,  so  we  can  cross  the  valley  at  Anaconda. 

Now,  being  at  Dixon,  where  there  is  a  line,  we  have  but  a  short  distance  to 
go  with  our  line  already  built  at  Paradise;  and  we  will  probably  enlarge 
that  line.  So  that  it  is  not  an  important  investment  to  get  into  Thompson 
Falls,  and  it  will  probably  be  a  wise  thing  to  do,  for  the  reason  that  even  at 
the  present  time  we  can  not  get  the  full  use  of  the  Thompson  Falls  power  east 
because  when  we  are  transmitting  the  maximum  amount  of  power  over  the 
Milwaukee  bus  we  have  a  loss  that  runs  from  five  to  eight  thousand  kilowatts 
in  losses;  and  that  would  support  a  considerable  line,  you  know.  It  would 
relieve  that. 

Question.  Do  you  have  a  double-circuit  line  from  Thompson  Falls  to  Coeur 
d'Alene  now? 

Answer.  Yes,  a  heavy  one. 

Question.  What  is  the  capacity  of  that?     Is  it  in  excess  of  the  50,000  that 
i|    you  can  generate  at  Thompson  Falls? 

j!  Answer.  Well,  again,  I  will  have  to  ask  Mr.  Cochrane.  I  can  not  tell  you. 
i!  Mr.  Cochrane.  It  would  be  of  sufficient  capacity  to  transmit  the  entire  output 
Ij   of  Thompson  Falls. 

Mr.  Bonner.  It  would  be  limited  to  that? 

Mr.  Cochrane.  Just  about. 

By  Mr.  Bonner: 

Question.  You  would  have  to  enlarge  that  line,  too,  in  case  you  should  take 
the  Flathead  Power,  w^ould  you? 

Answer.  Oh,  no.  You  have  omitted  the  Thompson  Falls  power  that  goes 
to  the  Milwaukee  Railroad  at  East  Portal. 

Mr.  Cochrane.  Which  would  amount  to  as  much  as  30,000  kilowatts.  I'^ou  see. 
Thompson  Falls  is  tied  up  to  East  Portal  here. 
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By  Mr.  Bonner  : 

Question.  Onlj^  for  the  output  to  Coeur  d'Alene? 

Question.  Yes ;  but  that  line  would  furnish  part  of  the  power,  and  furnish 
all  of  the  50,000  over  there,  as  I  understand. 

Question.  Would  a  possible  market  with  the  Washington  Water  Power 
CJo.  be  reduced  considerably  if  they  went  ahead  with  their  contemplated  Kettle 
Falls  development? 

Answer.  What  was  that  a^aiu? 

Question.  I  understand  that  the  Washington  Water  Power  Co.  is  anxious  to 
start  as  soon  as  possible  on  the  Kettle  Falls  development.  I  was  wondering, 
whether  in  case  it  did  so,  it  would  limit  this  prospective  market  which  you  might 
have  there  temporarily? 

Answer.  I  don't  think  so,  because  they  are  transmitting  a  large  amount  of 
power  in  the  Couer  d'Alene  district  now ;  and  they  are  in  bad  shape  for  voltage, 
and  I  don't  think  they  w^ant  to  increase  that  line;  and  I  think  they  would  be 
more  than  apt  to  turn  over  a  considerable  part  to  us  if  we  had  the  facilities  to 
supply  it. 

By  Mr.  Scatteegood  : 

Question.  When  you  say  that  they  are  in  bad  shape,  just  what  do  you  mean? 
Have  they  too  much  or  too  little? 

Answer.  Just  when  did  J  use  that  word?    I  forget  now. 

Question.  You  said  that  the  Washington  Water  Power  Co.  was  in  bad  shape 
as  to  voltage.  That  didn't  convey  any  meaning  to  me.  What  did  you  mean 
by  that? 

Answer.  Well,  that  means  that  their  transmission  over  their  system  in  the 
vicinity  of  Post  Falls  and  Kellogg,  Idaho,  is  too  small. 

Question.  In  other  words,  they  have  more  voltage  than  they  can  deliver? 

Answer.  The  losses  in  their  lines  are  so  high  that  their  voltages  are  down. 

By  Mr.  RussEii: 

Question.  Mr.  Kerr,  just  one  question.  This  hasn't  anything  to  do  with 
accounting,  but  it  smacks  somewhat  of  engineering. 

The  Thompson  Falls  plant,  as  I  recall,  sometimes  in  the  summer  gets  very 
low,  the  water  gets  very  low,  does  it  not?  There  was  one  time  when  you  were 
short  of  power  during  the  low- water  season,  was  there  not? 

Answer.  Oh,  yes.    We  have  been  short. 

Question.  Now,  by  the  construction  of  this  project  at  Flathead,  do  I  under- 
stand that  you  could  control  the  flow  of  Flathead  Lake  so  as  to  relieve  that 
shortage  down  at  Thompson  Falls  during  that  low- water  season  there? 

Answer.  Well,  Mr.  Russell,  I  would  say  that  that  would  be  automatic.  It 
goes,  I  think,  without  saying  that  nobody  is  going  to  spend  $8,000,000  on  a 
plant  unless  it  expects  to  put  itself  in  a  position  to  use  all  of  the  plant  all  of 
the  time.  That  would  mean  that  the  Flathead  plant  would  not  be  holding 
back  any  flow.  It  would  be  either  going  over  the  dam  or  through  the  wheels, 
and  it  would  automatically  be  passing  to  Thompson  Falls. 

Question.  That  does  not  entirely  answer  my  question,  Mr.  Kerr.  Would  the 
fact  that  you  were  able  to  construct  this  plant  on  the  Flathead  and  retain  the 
water  there  to  some  extent,  would  that  affect  and  make  the  value  of  the 
Thompson  Falls  plant  greater  by  virtue  of  having  control  over  the  water  flow 
there  during  the  dry  season? 

Answer.  Perhaps  that  is  something  like  saying 

Question.  My  purpose  is  asking  that  was  to  find  out  whether  you  intended 
to  claim  any  additional  rates  of  any  kind  by  virtue  of  the  additional  value  of 
the  Thompson  Falls  plant  under  that  theory. 

Answer.  No,  sir. 

Mr.  Dixon.  We  will  take  a  recess  until  4.30,  of  six  minutes. 

(Whereupon  a  6-minute  recess  was  taken.) 

Mr.  Dixon.  Mr.  Bonner,  are  you  through  with  Mr.  Kerr? 

Mr.  Bonner.  Yes.    . 

Mr.  Ely.  Mr.  Kerr,  I  would  like  to  go  into  this  elevation  question. 

Cross-examination  by  Mr.  Ely: 

Question.  Do  you  recall  how  many  times  a  year  the  elevation  of  Flathead 
Lake  has  held  at  about  2,893  feet  normally  without  building  a  dam? 

Answer.  That  Is  assuming  that  it  has  returned  to  2,893  feet,  having  been 
above  that  previously  In  a  flood? 
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Question.  I  didn't  have  that  position  in  mind.  I  just  wanted  to  know  in 
general  how  many  days  a  year  it  was  about  that  low. 

Answer.  Well,  in  order  to  answer  that 

Question.  At  that  or  above. 

Answer.  It  goes  so  many  years  above  that  down  there  that  it  would  be 
assuming  that  the  lake  is  at  2,893  feet  on  July  15 

Question.  My  question  was  how  many  times  it  was  at  2,893  feet  or  above. 

Answer.  Possibly  sixty  or  seventy  times. 

Question.  How  many  days  out  of  the  ye;ir  would  it  be  at  2,893  feet  or 
above  after  the  dam  is  built? 

Answer.  Substantially  the  same. 

Question.  Do  you  think  that  your  research  has  shown  that  the  water  table 
in  the  surrounding  country,  if  it  varies  in  sympathy  with  the  open  water  level, 
it  varies  with  the  level  of  the  river  and  not  with  the  lake? 

Answer.  I  think  so. 

Question.  How  far  up  the  river  would  your  dam  back  the  water  above  its 
normal  level?     Just  give  a  good  guess. 

Answer.  I  would  say  in  an  air  line — I  don't  know  what  it  is  by  river — 
perhaps  a  mile  and  a  half  or  2  miles.  If  I  had  a  map  here,  I  could  show  it  to 
you. 

Question,  I  gather  that  if  the  seepage  in  the  adjoining  land  is  caused  hy  a 
high   river   level,   your   dam   is   not   going  to   increase   that   condition   at  all. 
Is  that  your  point? 
.  Answer.  I  don't  expect  it  to. 

Question.  That  is  because  the  level  is,  not  going  to  be  held  to  2,893  feet  any 
more  days  out  of  the  year  after  the  dam  is  built  than  it  is  before? 

Answer.  Well,  I  think  it  is  more  due,  Mr.  Ely,  to  the  fact  that  the  water 
levels  are  now  above  and  below  the  lake  level  at  certain  times ;  and  it  shows 
or  indicates  a  ceiling,  which  is  common. 

Question.  You  think  that  a  change  from  the  lake  level  would  not  affect 
the  seepage  regardless  of  how  many  days  it  is  held  by  this  present  level? 

Answer.  I  don't  think  it  will  have  an  important  effect.     That  is  our  guess. 

Question.  And  this  Milwaukee  Railroad  power  arrangement — did  I  under- 
stand you  to  say  that  your  original  contract  called  for  the  sale  of  power  at 
5.36  mills  against  a  guaranteed  load  factor  of  6  per  cent? 

Answ^er.  Yes,  sir. 

Question.  And  the  average  consumption  for  ten  years  has  been  100,000,000 
kilowatt  hours  a  year? 

Answer.  Yes,  sir. 

Question.  That  would  mean  an  average  annual  revenue  of  about  $321,000, 
would  it  not? 

Answer.  Yes,  sir. 

Question.  Your  present  contract  since  August  31,  1929,  calls  for  a  flat  rate 
of  $625  a  mile  of  railroad? 

Answer.  Yes. 

Question.  And  there  are  something  over  400  miles  of  road  electrified? 

Answer.  440  miles. 

Question.  And  in  addition  to  that  they  pay  five  mills  a  kilowatt-hour? 

Answer.  Yes. 

Question.  That  would  mean  a  revenue  under  your  new  contract  of  $250,000 
or  upward?  That  is  figured  on  the  basis  of  400  miles  of  road.  And  at  the 
new  price  you  would  get  about  $500,000  a  year  at  half  a  cent  a  kilowatt-hour, 
making  a  total  of  $750,000  a  year? 

Answer.  The  flat  charge  is  $285,000.  Then  there  is  a  charge  for  100.000,000 
kilowatt-hours  a  year,  which  amounts  to  $500,000.  That  makes  a  total  of 
$785,000  under  the  new  contract. 

Question.  That  would  be  a  net  annual  return  of  more  than  two  and  a  half 
times  what  it  was  under  the  old  contract,  would  it  not?  The  old  one  brought 
you  $321,000  and  the  new  one  is  better  than  $750,000. 

Answer.  Well,  I  see  where  you  have  the  error.  You  have  only  got  one 
division  in  there.    There  are  two  contracts. 

Question.  You  mean  the  old  contract? 

Answer.  The  earnings  under  the  old  contract  were  about  $901,000  a  year. 
I  don't  know  where  your  figures  are  in  error. 

Question.  Probably  because  I  took  your  annual  consumption  of  100,000,000 
kilowatt-hours.  Is  that  consumption  under  the  whole  contract  or  just  the 
one  division? 
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Answer.  They  didn't  use  kilowatt-hours  in  settling  the  bill  under  the  old 
contract,  because  they  never  made  a  60  per  cent  load  factor  arrangement. 

Question.  Was  there  a  minimum  price,  a  lump  sum  V 

Answer.  When  they  started  out,  they  had  an  option  on  10,000  kilowatts, 
for  which  they  paid  a  minimum  of  $281,000.  Later  on  they  used  12,000  kilo- 
watts.   Later  on  14,000  kilowatts.    Per  division,  I  am  talking  about. 

Question.  I  see. 

Answer.  Later  on  16,000  kilowatts.  So  that  it  was  an  ascending  proposi- 
tion for  the  last  five  or  six  years.  I  would  state  in  round  figures  that  the 
income  from  that  contract  was  $900,000. 

Question.  It  is  a  considerable  reduction  under  the  new  contract? 

Answer.  It  is  a  slight  reduction  under  the  new  contract. 

Question.  Of  about  $150,000  a  yearV 

Answer.  Well,  their  uses  have  gone  up  over  the  100,000,000. 

This  might  be  interesting  to  you,  Mr.  Ely,  just  to  simplify  the  thing.  I  tako 
it  that  you  are  an  engineer? 

Question.  No.    If  I  was,  I  wouldn't  have  asked  you  that. 

Answer.  They  paid  a  fiat  charge  up  to  60  per  cent,  don't  you  see.  After  60 
per  cent  they  were  on  a  kilowatt-hour  rate.  So  it  ran  like  that.  In  other 
words,  this  rate  runs  down. 

Now,  they  asked  us  to  amend  this  charge;  so  we  did  this:  We  gave  them 
a  rate  which  goes  like  this :  In  other  words,  at  a  point  below  60  per  cent  they 
begin  to  pay  as  much  as  they  would  have  on  the  old  contract.  Below  that 
point  they  pay  a  little  less.    Above  that  point  they  pay  more. 

Question.  I  see. 

Answer.  In  other  words,  the  railroad  company  actually  accepted  an  increase 
if  their  business  improved. 

Question.  As  I  understand,  there  are  two  more  or  less  confiicting  interests 
here.  The  first  is  the  requirement  of  power  of  the  irrigation  district.  The 
second  is  the  question  of  rental  to  the  Indians.  If  possible,  I  would  like  to  see 
some  arrangement  worked  out  that  would  take  care  of  both  of  those  interests. 

As  to  the  irrigation  district,  I  understand  that  you  have  expressed  your 
willingness  to  concede  them  power,  5,000  horsepower  at  1  mill,  5,000  additional 
at  1  mill,  and  a  third  lot  of  5,000  at  2^  mills? 

Answer.  Yes,  sir. 

Question.  Now,  for  the  second  question,  about  the  rentals,  you  propose 
selling  all  your  power  to  the  Montana  Power  Co.,  don't  you? 

Answer.  Yes,  sir. 

Question.  Have  you  any  present  idea  of  what  the  rate  is  going  to  be  for  sale 
between  the  two  companies? 

Answer.  No,  sir.  Obviously  it  can  not  be  determined  until  we  know  what 
the  investment  cost  is. 

Question.  Would  you  be  willing  to  have  put  into  the  license  a  condition 
requiring  a  minimum  sale  price  as  between  the  two  companies? 

Answer.  A  minimum  sale  price? 

Question.  Assuming  that  it  is  reasonable. 

Answer.  Well,  I  think  that  is  a  proposition  that  I  would  hardly  be  able  to 
answer  without  constilting  my  principals. 

Question.  Well,  as  to  the  question  of  the  value  of  this  power  site :  Have  you 
any  idea  what  the  average  cost  per  horsepower  of  capacity  of  your  other  sites 
cost  you? 

Answer.  Yes.    I  have  a  general  idea. 

Question.  What  would  it  run  to  through  your  whole  system? 

Answer.  I  would  say  it  might  run  a  hundred  dollars. 

Question.  And  you  estimate  that  the  Flathead  site  will  cost  you  how  much 
per  horsepower? 

Answer.  I  would  rather  that  you  would  ask  that  question  of  Mr.  Cochrane. 

Question.  So  that  I  can  have  a  working  basis,  can  you  ask  him  and  then 
tell  me? 

Mr.  CocHEANB.  What  is  the  question? 

Mr.  Ely.  About  what  the  cost  per  horsepower  of  capacity  would  be  at  the 
Flathead. 

Mr.  Cochrane.  Just  about  a  hundred  dollars. 

Mr.  Ely.  For  80,000  horsepower? 

Mr.  Cochrane.  Yes. 
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By  Mr.  Ely  : 

Question.  Is  that  what  you  were  planning  to  be  the  capacity  of  that  plant, 
Mr.  Kerr? 

Answer.  Continuous ;  yes. 

Question.  And  your  figure  of  $100  a  horsepower  for  the  balance  of  your 
system  is  based  upon  continuous  power  figures? 

Answer.  I  would  say  yes. 

Question.  I  think  you  told  us  a  while  ago  that  you  would  not  invest  these 
$8,000,000  unless  you  could  use  all  the  plant  all  the  time.  You  would  have  to 
put  out  more  than  80,000  horsepower  to  do  that,  would  you  not? 

Answer.  Well,  I  do  not  testify  as  an  engineer  about  this.  My  understanding 
was  that  80,000  horsepower  is  all  the  power  that  there  is  continuously.  It  is 
a  hundred  thousand  horsepower  if  it  is  used  for  80  per  cent  of  the  time,  and 
it  is  160,000  horsepower  if  it  is  used  for  60  per  cent  of  the  time.  What  I  am 
trying  to  say  is  that  the  power  company  will  undoubtedly  be  able  to  use  all  of 
the  water  there  is  there  and  to  turn  it  into  kilowatt-hours,  whatever  the  load 
factor  may  be. 

Question  that  this  site  has  no  special  advantage  over  the  sites  on  the  bal- 
ance of  your  system? 

Answer.  I  would  say  that  it  has  a  little. 

Question.  Not  much,  if  you  say  there  is  only  100,000  capacity? 

Answer.  I  said,  Mr.  Ely,  that  in  our  business  judgment  we  felt  for  a  long 
time  that  this  was  in  wisdom  the  next  plant  to  build.  I  think  that  determina- 
tion would  probably  be  reached  by  anybody  who  handled  the  company.  It  is 
a  position  where  one  ought  to  be  built,  I  think,  around  now. 

Now,  as  a  matter  of  fact,  I  think  I  testified  generally  that  as  a  matter  of 
actual  cost  of  power  generated  and  delivered  into  the  system,  an  extension  at 
Canyon  Ferry  would  be  cheaper. 

Question.  You  don't  agree  with  the  testimony  that  has  been  given  here  that 
this  is  one  of  the  most  desirable  power  sites  in  the  country  from  the  point  of 
view  of  economy  of  construction? 

Answer.  It  would  entirely  depend  upon  where  the  market  was. 

Question.  Assuming  that  you  have  a  market  to  sell  to  the  Montana 
Power  Co.? 

Answer.  From  the  Montana  Power  Co.'s  point  of  view  I  think  it  would  cost 
us  a  little  less  to  get  substantially  the  same  amount  of  power  at  Canyon 
Ferry;  but  I  don't  think  that  that  would  be  a  wise  move. 

Question.  You  don't  think  it  would  be  a  wise  move,  because  you  already  have 
a  plant  there,  and  you  can  not  afford  to  tear  it  down? 

Answer.  Well,  we  couldn't  afford  to  tear  it  down;  but  we  have  got  to  start 
something  now. 

By  Mr.  Scattergood  : 
Question.  If  you  should  do  that,  how  much  more  would  it  develop? 
Answer.  It  would  develop  in  itself,  the  adjacent  plant,  around  50,000. 
Question.  In  that  event  it  would  be  only  half  as  much,  approximately,  as  has 
been  talked  about  at  the  Flathead? 
Answer.  Well,  five-eighths. 

By  Mr.  Russell: 

Question.  Mr.  Kerr,  you  answered  Mr.  Ely  that  you  could  not  tell  what  the 
rate  was  going  to  be  until  you  knew  what  the  investment  was.  I  understood 
you  to  say  that  whatever  the  rate  will  be,  it  will  be  based  upon  the  investment 
in  the  plant?  ,^ 

Answer.  I  understand  that  if 'js^p  ^^^  ^^^^  builders  of  the  property,  we  will 
be  required  to  bring  down  here  xor  the  observation  of  the  accounting  depart- 
ment all  of  the  books  and  vouct'^rs ;  and  the  final  settlement  will  have  to  be 
made  on  the  investment  cost. 

Question.  Would  you  be  willing  to  accept  a  license  with  the  condition  in 
it  that  you  will  be  entitled  to  a  reasonable  retura,  that  return  to  be  fixed  by 
the  Montana  Commission  upon  the  investment  in  the  plant  as  determined  by 
the  Federal  Power  Commission? 

Answer.  I  have  said  in  reply  to  that  that  I  don't  want  to  commit  myself 
because  I  would  have  to  consult  my  principals  about  that.  But  I  would  say 
in  addition  that  if  I  understand  this  law  correctly,  we  are  limited  in  what  we 
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can  earn  to  one  and  a  half  times  the  bond,  the  interest.     I  don't  assert  that. 
1  don't  know. 

By  Mr.  Scattergood  : 

Question.  When  you  say  "  bond,"  do  you  mean  the  entire  cost,  assuming  that 
it  is  entirely  bonded? 

Answer.  I  think  I  had  better  withdraw  my  testimony  on  that  and  say  that 
I  don't  know. 

Mr.  Ely.  Well,  that  is  fair. 

By  Mr.  Russell: 
Question.  Well,  who  can  answer  that  question  for  us? 

Answer.  I  don't  know  anybody  who  can  answer  it  until  it  is  discovered 
what  the  thing  will  cost. 

By  Mr.  Ely: 

Question.  Mr.  Kerr,  tell  us  something  about  the  relation  of  the  stream  flow 
at  this  site  at  different  times  of  high  and  low  water  compared  with  your 
other  sites,  whether  there  is  any  special  value  in  this  site  because  of  the  time 
at  which  the  maximum  flow  would  be  available. 

Answer.  In  reply  to  that,  Mr.  Ely,  I  would  say  this:  The  west  slope  of  the 
Rocky  Mountains  is  very  much  better  wooded  than  the  east  slope  of  the 
Rocky  Mountains  on  all  its  watersheds.  The  result  is  that  the  flood  is  dissi- 
pated a  little  quicker  on  the  east  side  than  it  is  on  the  west  side,  so  that 
plants  tied  together  on  the  west  and  east  sides  would  have  a  little  advantage. 
I  wouldn't  be  able  to  put  it  in  figures  myself.  Perhaps  an  engineer  could. 
But  you  would  have  to  say  that  there  is  a  little  advantage  in  tying  the  west 
side  into  the  east  side. 

Question,  Do  you  have  any  plant  on  the — pardon  me,  which  side  is  this  on? 

Answer.  This  is  on  the  west  side. 

Question.  Do  you  have  any  plants  on  the  west  side? 

Answer.  Thompson  Falls,  farther  down  the  river. 

Question,  Will  you  clear  up  for  me  whether  building  this  dam  would  improve 
your  position  at  Thompson  Falls  on  account  of  the  storage  facilities  of  Flathead 
Lake? 

Answer.  Somewhat. 

If  this  question  is  directed  to  how  much  can  be  paid  for  this  site 

Question.  That  is  what  it  is  directed  to. 

Answer.  I  would  like  to  submit  a  little  history,  and  that  is  the  long,  long 
discussion  of  the  Federal  water  power  act  before  it  became  a  law,  in  which 
the  subject  of  fees  was  talked  at  length. 

Question.  I  would  like  to  take  that  up  later,  if  you  don't  mind,  I  would 
like  to  get  these  things  asked  while  I  have  them  in  mind. 

Answer.  All  right. 

Question.  How  about  amortization?  Mr.  Wheeler  has  stated  that  his  plans 
contemplate  amortization  and  depreciation  charge  of  3  per  cent,  amounting 
to  about  $550,000  a  year.  Do  you  plan  when  you  get  this,  or  does  your 
financial  set-up  include  provision  for  amortization  of  the  cost? 

Answer,  That  is  the  practice  of  the  present  company. 

Question.  At  the  end  of  50  years  you  would  be  repaid  in  full?  Is  that  the 
amortization  period? 

Answer.  You  are  asking  me  too  much.  I  really  don't  know.  I  know  what 
the  name  "  amortization "  is ;  but  when  you  get  beyond  that,  I  don't  know 
much  about  it.  I  know  that  we  speak  of  a  depreciation  account.  But  whether 
that  is  depreciation  or  amortization  I  don't  know. 

Question.  What  I  am  getting  at  is  this :  Dp  you  plan  to  make  any  provision 
in  the  sale  price  of  this  power  to  the  Montana  Power  Co.  which  will  pay 
back  to  the  Rocky  Mountain  Power  Co.  the  cost  of  the  investment  within 
a  given  period? 

Answer.  Well,  I  presume  so.    Yes. 

Question.  I  will  ask  you  the  same  question  that  I  asked  Mr.  Wheeler. 
At  the  end  of  that  time  you  would  be  willing  to  hand  back  to  the  Indians 
free  of  charge  this  plant  if  it  was  amortized,  would  you  not? 

Mr.  Dixon.  We  won't  be  bothered  with  that  end  of  it. 

Mr.  Ely.  I  just  wanted  to  find  out  whether  that  is  what  he  had  in  mind  or 
not. 


I 
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By  Mr.  Russell: 

Question.  That  whole  question  is  answered  when  you  can  tell  us  how  much 
the  Montana  Power  Co,  is  going  to  pay  and  how  much  your  earnings  Are 
going  to  be  on  this  investment? 

Answer.  I  couldn't  tell  you. 

Mr.  Kelly.  I  submit  in  that  connection,  if  the  commission  please,  that  any 
contract  that  the  Rocky  Mountain  Power  Co.  will  enter  into  with  any 
purchaser  of  power  will  be  based  upon  two  factors.  One  will  be  our  capital 
account,  which  will  be  supervised  by  this  power  commission,  and  the  other 
will  be  a  rate  which  the  Montana  Public  Service  Commission  will  approve. 
Now,  those  two  things  will  be  determined  by  public  bodies,  one  of  those 
bodies  here  and  the  other  the  Public  Service  Commission  of  Montana;  and 
when  Mr.  Kerr  or  Mr.  Wheeler  tell  anybody  that  they  are  going  to  sell  power 
at  X  dollars  per  horsepower,  I  submit  that  they  are  saying  that  which  they  do 
not  know. 

Mr.  Russell.  Let  me  ask  you  this  question  as  counsel  for  the  company: 
Will  you  accept  a  license  from  the  commission  containing  a  provision  about 
earning  a  return  and  the  return  to  be  fixed  by  the  Montana  Public  Utilities 
Commission  upon  an  investment  as  fixed  by  this  commission? 

Mr.  Kelly.  I  haven't  any  authority  to  say  anything  about  the  company. 
But  I  take  it  that  that  is  just  what  they  will  have  to  do  if  they  want  this 
plant.  They  will  have  to  sell  power  for  such  rates  as  the  Public  Service 
Commission  of  Montana  will  approve.  Their  capital  set-up  will  have  to  be 
approved  by  this  commission, 

Mr,  Russell.  Of  course,  you  understand,  Mr,  Kelly,  that  the  question  of 
rates  charged  is  not  in  the  control  of  this  commission  where  the  Montana 
commission  has  jurisdiction  to  control  that  rate. 

Mr,  Kelly,  No, 

Mr.  Russell.  No;  I  don't  think  they  have.  But  my  question  was  as  to 
whether  or  not  you  would  be  willing  to  accept  a  license  with  a  provision  in  it 
such  as  I  mentioned. 

Mr.  Kelly.  I  am  just  a  hired  man,  Mr.  Russell. 

By  Mr.  Ely: 

Question.  Will  you  bring  somebody  down  here  who  can  answer  that?  Per- 
haps you  can  educate  me  on  this  point.  Does  your  Montana  Public  Service 
Commission,  or  whatever  it  is  called,  regulate  the  intercompany  sales  price 
of  power? 

Mr.  Kelly.  All  of  our  contracts  for  sale  of  any  power  are  filed  with  and 
approved  by  the  commission. 

Mr.  Ely.  Prom  one  company  to  another? 

Mr.  Kelly.  Oh,  yes. 

By  Mr.  Ely: 

Question,  Well,  assuming  that  the  Montana  Public  Service  Commission  is 
going  to  supervise  the  selling  price  from  the  Montana  Power  Co.  to  its  buyers, 
and  that  the  cost  of  development  of  this  Flathead  site  is  so  low  that  it  will 
permit  a  low  sales  price  as  between  the  Rocky  Mountain  Power  Co.  and  the 
Montana  Power  Co.,  the  effect  of  that  is  going  to  be  that  the  profit  derived  from 
the  exceptional  opportunity  of  this  site  is  going  to  accrue  to  the  Montana  Power 
Co.  and  not  to  the  Rocky  Mountain  Power  Co.,  unless  you  folks  will  agree  to  a 
minimum  price  of  sale  as  between  the  two  companies?    Is  that  right  or  not? 

Answer.  Well,  I  say  that  this  is  the  way  I  see  it:  What  is  going  to  happen 
is,  if  I  understand  it  right,  that  this  power  will  go  into  a  common  pot  that 
will  redound  to  the  benefit  of  the  power  company  and  the  people  of  Montana. 

Question.  Which  power  company? 

Answer.  The  Montana  Power  Co. 

Question.  And  when  it  redounds  to  the  benefit  of  the  Rocky  Mountain  Power 
Co.,  that  is  why  I  am  asking  you  if  you  people  would  be  willing  to  agree  to  a 
minimum  sale  price  as  between  the  two  companies.  If  there  is  an  exceptional 
value  to  this  site,  I  want  the  Rocky  Mountain  Power  Co.,  the  licensee,  to  be 
accountable  for  that  exceptional  benefit. 

Answer.  Well,  does  that  mean  that  the  earnings  of  the  Rocky  Mountain 
Power  Co.  would  be  made  excessive? 

Question,  By  the  character  of  this  site,  you  mean? 

Answer,  Yes. 
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Question.  No.  That  is  why  I  told  you  that  we  had  only  suggested  a  rate 
that  would  be  reasonable  and  fair  between  the  two.  I  told  you  at  the  outset 
that  there  are  two  conflicting  interests:  The  first,  the  irrigation  district,  which 
requires  power  at  a  low  rate,  and  the  second  the  Indians,  to  whose  interest 
it  would  be  to  have  the  power  sold  for  as  high  as  possible. 

Answer.  I  think  as  a  general  proposition  we  could  say  that  when  the  license 
was  being  written  we  ought  to  be  able  to  agree  on  the  terms. 

Question.  You  see  what  I  have  in  mind?  I  am  trying  to  fix  some  rate  of  sale 
between  the  Rocky  Mountain  Power  CJo.  and  the  Montana  Power  Co.  which 
will  be  sufficiently  high  to  afCord  a  fair  compensation  to  the  Indians  and  at  the 
same  time  afford  this  concession  to  the  irrigation  district. 

Answer.  Yes. 

Question.  What  I  want  to  know  is,  and  the  question  you  said  you  would  have 
to  refer  to  your  principal  is,  whether  in  addition  to  the  supervision  of  the 
Montana  Public  Utilities  Commission  you  would  be  willing  to  consent  to  insert- 
ing a  provision  in  the  license  to  that  effect.  If  we  take  that  up  again,  will 
you  be  able  to  discuss  it  later  on  in  the  event  this  license  is  granted  to  you? 

Answer.  We  will  be  glad  to. 

Question.  When  we  go  into  that. 

Answer.  We  will  be  glad  to. 

Question.  Now,  on  this  lake  level  business,  let  us  discuss  about  the  effect  on 
the  lake  owners,  the  lake-land  owners,  and  so  on.  Mr.  Russell  figures  that 
they  will  have  about  a  28-foot  draw-down.  Presuming  the  water  level  to  be 
2,893  feet,  what  would  that  do  to  the  harbor  at  Poison?  Would  that  dry 
it  out? 

Answer.  My  judgment  is  that  it  would  make  it  practically  absent ;  the  water 
would  be  gone. 

Question.  Will  you  tell  me  what  the  draw-down  is  that  that  will  con- 
template? 

Answer.  No  more  than  is  at  present  natural.  We  are  not  going  to  disturb 
the  mouth  of  the  lake  much.  After  considerable  consideration  we  decided  that 
the  investment  cost  in  our  judgment  of  lowering  the  mouth  of  the  lake  and 
the  narrows,  so  called,  would  be  such  that  it  would  not  justify  the  investment. 

Mr.  Jeixison.  Mr,  Secretary,  may  I  interrupt  for  a  question  or  two? 

Mr.  Dixon.  Yes. 

Mr.  Jellison.  I  understood  that  the  first  question  asked  by  the  commissioner 
was,  how  many  days  out  of  the  year  Flathead  Lake  rises  above  a  level  of 
2,893  feet.   • 

Mr.  Ely.  That  is  right. 

Mr.  Jehxison.  And  I  understood  Mr.  Kerr's  answer  to  be  "  60  to  70  days." 

Mr.  Ely.  That  is  my  recollection. 

Mr.  Jellison.  Is  that  correct,  Mr.  Kerr? 

Mr.  Kerb.  That  is  the  best  of  my  judgment. 

Mr.  Ely.  Have  you  any  figures  on  that,  Mr.  Jellison? 

Mr,  Jellison.  That  is  the  best  of  your  knowledge,  you  say? 

Mr.  Kerr.  Yes 

Mr.  Jellison.  I  have  a  map  here  that  I  received  from  the  United  States 
Geological  Survey,  and  I  don't  understand  it  perfectly,  and  I  would  like  to 
have  some  engineer  of  the  United  States  Geological  Survey  interpret  this  map 
for  the  benefit  of  the  commission. 

Mr.  Ely.  Mr.  Henshaw  of  the  power  commission  will  be  glad  to  do  it  tor 
you.    But  suppose  we  come  back  to  that  later,  Mr.  Jellison? 

Mr.  Jellison.  I  would  like  to  have  it  settled  right  now,  Mr.  Secretary,  if 
you  will. 

Mr.  Kelly.  While  you  are  looking  for  that  let  me  say  that  the  regulations 
require  that  the  return  shall  not  be  in  excess  of  1%  per  cent  of  the  rate  of 
interest  on  the  investment  as  this  commission  shall  determine  it. 

Mr.  Jellison.  Well,  Mr.  Secretary,  it  seems  that  this  map  is  not  accurately 
drawn.  But  here  are  characters  on  the  bottom  here  that  are  supposed  to  repie 
sent  the  months  of  the  year.  This  red  line  across  the  top  is  supposed  to  show 
the  2,893-foot  level, 

Mr.  Ely.  Mr.  Jellison,  couldn't  that  be  stretched  up  on  the  side  wall  here  eo 
that  we  can  interpret  it  more  intelligently? 

(The  map  was  placed  on  the  wall,  as  requested.) 

Mr.  Jellison.  This  red  line  across  the  top  of  the  map  is  the  2,893-foot  level. 
Each  of  these  high  levels 
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Mr.  Ely.  Mr.  Jellison,  I  suggest  that  you  mark  it  for  identification,  whether 
you  introduce  it  later  or  not. 

Mr.  Jeluson.  Yes. 

Mr.  McCoRMACK.  We  expect  to  put  that  in  on  our  case  and  have  it  marked. 

Mr,  Ely.  I  suggest  that  you  have  it  marked  for  identification  now.  You 
can  use  it  later  on. 

Mr.  Jellison.  Mr.  Kerr  started  out  his  testimony  with  the  statement  that 
the  lake  was  up  to  2,893  feet  60  or  70  days  out  of  the  year.  I  thought  he 
meant  for  the  whole  time  since  the  surveys  had  been  made. 

Mr.  Kelly.  That  is  per  year. 

Mr.  Jellison.  But  it  was  by  the  year. 

Now,  there  is  a  little 

Mr.  Ely.  Now,  Mr.  Jellison,  if  you  people  are  going  to  put  anything  in  later 
on,  wouldn't  you  rather  wait  until  then  to  bring  this  out? 

Mr.  Jellison.  No.  I  want  to  put  this  before  the  commission  to  show  that 
Mr.  Kerr's  knowledge  of  the  lake  is  very  insufficient  for  him  to  testify  as  an 
expert  as  to  the  elevation  of  that  lake. 

Mr.  Ely.  Well,  this  is  just  a  general  opinion. 

Mr.  Jellison.  Well,  it  may  be  just  a  general  opinion ;  but  Mr,  Kerr  has  been 
over  there  many  times;  and  we  want  to  show  that  there  is  hardly  any  year 
that  the  water  has  been  up  there  to  2,893  feet  more  than  10  or  12  days  in  the 
year ;  and  that  there  is  a  stretch  of  4  years  in  which  the  water  never  rose 
to  an  elevation  of  2,893,  Here  is  one  here  (indicating  on  chart)  where  there 
was  2  years  that  it  did  not  rise,  and  along  here  for  a  period  of  10  or  12  years 
there  was  only  6  days  in  all  that  time  that  the  water  was  above  the  elevation 
of  2,893, 

Now,  if  the  annual  water  is  up  above  2,893  feet  for  60  or  70  days,  living  in 
close  proximity  to  that  lake,  it  has  escaped  my  notice;  and  this  is  the  record 
of  the  Geological  Survey, 

Mr,  Ely,  Thank  you,  Mr,  Jellison. 

Examination  of  Mr.  Kerr,  by  Mr.  Ely,  resumed : 

Question.  I  think  I  was  on  the  question  of  how  many  feet  draw-down  your 
present  plan  contemplated.  It  would  be  about  10  feet,  wouldn't  it,  from  2,893 
feet  to  2,883? 

Answer,  From  2,893  down  to  2,882  is,  I  think,  the  lowest  level  at  which 
you  can  draw  through  the  mouth  of  the  lake  6,000  second-feet.  It  goes  lower 
than  that 

Question,  Were  the  figures  that  you  quoted  to  me  about  80,000  horsepower 
based  on  a  stream  flow  of  6,700  feet? 

Answer.  I  think  those  figures  were  based  on  6,000  feet.  But  Mr,  Cochrane 
will  be  able  to  tell  you  that. 

Question,  I  will  switch  to  another  subject. 
,    I  think  you  told  us  that  the  last  weekly  statement  showed  that  you  draw 
19,200  feet  out  of  storage? 

Answer.  I  don't  know  what  it  was,  but  whatever  it  was,  if  you  have  quoted 
it,  I  suppose  it  was  so. 

Question.  These  terms  are  tacked  on  and  don't  mean  very  much  to  me. 
Have  you  got  that? 

Answer.  It  is  an  exhibit  here. 

Mr.  Forbes.  Do  you  mean  this  one  (handing  a  paper  to  Mr.  Ely)  ? 

Mr.  Ely,  That  is  it  (handing  the  paper  to  the  witness). 

By  Mr,  Ely: 

Question,  I  think  you  told  us  that  that  was  your  net  shortage.  I  presume 
you  mean  that  that  amount  had  been  drawn  out  of  storage? 

Answer.  This  is  a  report  of  October  25,  1920,  and  it  shows  a  net  sliortage 
after  the  Washington  Water  Power  Co.  of  19,200  kilowatts. 

Question,  Does  that  mean  that  you  were  drawing  water  out  of  storage  to 
supply  that  amount  of  power? 

Answer.  Yes. 

Question,  That  is  your  consumption  out  of  storage  at  present,  for  October  25? 

Answer.  Yes. 

Question.  Didn't  you  tell  us  that  a  year  ago  you  were  using  32,000  kilowatts 
out  of  storage? 

Answer.  In  January  a  year  ago — I  was  reading  from  this  chart  and  I  counted 
here — it  was  a  difference  between  148  and  183 ;  whatever  that  was. 
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Question.  35,000.    Have  you  any  figures  for  October  25  a  year  ago? 

Answer.  I  haven't  them  here;  no.  I  might  state  now,  if  the  commission 
please,  for  your  information  here,  that  I  found  after  I  left  here  to-day  that 
these  are  available;  and  I  have  telegraphed  for  them,  and  they  will  be  mailed 
to  Mr.  Bonner  immediately. 

Question.  Thank  you.  Does  a  comparison  between  those  two  figures  indicate 
that  you  are  going  into  this  winter  in  better  position  as  to  storage  than  you 
were  in  last  fall? 

Answer.  Very  much  worse. 

Question.  You  are  drawing  19,000.    You  drew  32,000  last  January. 

Answer.  We  are  worse,  because  at  the  time  we  were  drawing  32,000  last 
year  we  had  in  storage,  as  shown  by  this  chart,  another  260,000  acre-feet.  On 
this  chart  we  now  have  in  storage  42,000  acre-feet. 

Question.  There  is  no  correlation,  then,  between  the  amounts  that  you  are 
using  out  of  storage  to  indicate  what  your  storage  position  is? 

Answer.  No,  sir. 

Question.  Is  your  Anaconda  site  on  the  west  side  or  east  side? 

Answer.  East  side. 

Question.  It  would  not  have  the  advantage  of  the  Flathead  site  as  to  equali- 
zation of  the  flow  during  various  periods  of  the  year? 

Answer.  The  equalization  from  that  is  made  by  reservoirs.  Those  reservoirs 
are  all  tributary 

Mr.  Kelly.  He  means  that  the  equalization  of  high  and  low  water  seasons 
of  the  water  on  the  different  sides  of  the  mountains. 

The  Witness.  Oh,  no. 

By  Mr.  Ely: 

Question.  Will  you  refresh  my  memory  as  to  whether  you  have  made  any 
suggestion  of  a  minimum  payment  per  year  to  the  Indians? 

Answer.  Yes,  sir. 

Question.  Do  you  recall  the  figure,  the  last  one? 

Answer.  We  said  in  these  discussions  that  I  told  you  about,  that  we  set  the 
absolute  minimum  at  one  dollar. 

Question.  Per  horsepower  or  what? 

Answer.  Average  horsepower. 

Question,  That  is  not  a  minimum  figure.  What  I  am  trying  to  get  at  is  a 
minimum  lump  sum.    Did  you  guarantee  them  any  minimum  lump  sum? 

Answer.  I  think  at  that  time  it  was  estimated  that  we  would  start  out  with 
something  like  sixty  or  more  thousand  horsepower. 

Question.  But  that  is  not  a  guaranty  of  a  minimum  lump  sum  payment  to 
them? 

Answer.  No,  sir.  It  has  been  affected  somewhat  by  further  developments,  you 
know. 

Question.  Would  you  be  willing  to  make  a  guaranty  of  a  lump  sum  payment* 
every  year  to  the  Indians? 

Answer,  I  think  so,  if  w^e  had  time  to  consider  it. 

Question.  That  is  fair  enough.     I  just  want  to  get  a  working  basis. 

Answer.  Yes. 

Question.  How  much  power  was  taken  by  the  Milwaukee  Railroad  last 
year?  You  gave  us  the  average  figures  for  the  last  10  years.  Do  you  recall 
what  last  year's  figure  was? 

Answer.  One  hundred  and  thirteen  thousand  kilowatts  for  1928.  The  maxi- 
mum demand  was  in  the  neighborhood  of  40,000  kilowatts. 

Question.  What  was  the  kilowatt-hour  consumption  for  the  year?  Do  you 
recall? 

Answer.  One  hundred  and  thirteen  million.  I  said  "thousand."  I  meant 
millions;  113,000,000,  as  I  remember  it. 

Question.  I  take  it  from  your  figures  on  draw  down,  from  the  figures  that 
you  fnrni.«hefl  the  commission,  that  you  make  no  allowance  for  dredging  to 
provide  a  lower  drawdown? 

Answer.  No,  sir. 

Question.  Will  Mr.  Cochrane  be  able  to  say  what  your  estimates  are  as  to 
the  cost  of  providing  that  additional  draw  down? 

Answer.  I  think  so. 

Question.  Have  you  formed  any  plans  at  all  as  to  capital  structure  of  your 
Rocky  Mountain  Power  Co.? 

Answer.  None  whatever.  j 
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Question.  Would  you  be  willing  to  have  a  condition  put  in  the  license 
impounding  the  income  in  some  manner  so  that  it  won't  be  distributed  as 
a  bonus  to  the  Montana  Power  Co.  stockholders? 

Answer.  I  couldn't  say,  Mr.  Ely.    That  is  beyond  fhe. 

Question.  Would  there  be  some  time  when  you  would  be  able  to  discuss 
that  question? 

Answer.  Of  course,  it  is  not  impossible ;  but  there  are  so  many  contingencies 
around  it  that  I  don't  see  how 

Question.  I  realize  that.  You  see  what  we  are  faced  with.  We  have 
competitive  bids  from  two  organizations,  one  of  which  promises  a  direct  set-up 
and  no  holding  companies  and  no  managing  fees  or  anything  of  the  sort.  I 
am  curious  to  know  just  what  you  would  be  able  to  work  out  along  that 
line.  Since  your  competitor  has  already  presented  us  with  its  financial  setup, 
I  would  like  to  have  yours  before  we  pass  on  this  question. 

Answer.  All  right. 

Question.  Have  you  filed  with  the  Power  Commission  all  of  the  contracts 
between  the  Rocky  Mountain  Power  Co.  and  the  Montana  Power  Co.? 

Answer.  Between  the  Rocky  Mountain  Power  Co.  and  the  Montana  Power 
Co.?    There  are  no  contracts. 

Question.  None  at  all? 

Answer.  None  at  all. 

Question.  How  about  this  contract  in  which  you  guarantee  performance? 

Answer.  That  is  a  matter  of  the  Montana  Power  Co. 

Question.  That  is  simply  an  assurance  to  the  commission,  not  a'  contract 
between  these  two  companies? 

Answer.  No. 

Question.  Did  you  set  up  these  two  corporations  without  any  tangible 
contract  between  them  at  all?  Haven't  you  got  any  sort  of  contract  between 
the  two  showing  what  one  is  going  to  do  for  the  other? 

Answer.  May  I  ask  my  attorney?     He  knows.     I  don't  know. 

Question.  Surely. 

Mr.  Kelly.  I  don't  know.    I  never  heard  of  any  contract. 

The  Witness.  I  never  heard  of  any. 

Mr.  Kelly.  This  is  a  guaranty  for  performance  that  the  Rocky  Mountain 
Power  Co.  would  enter  into  with  this  commission  if  it  w^ere  granted  this  site. 
That  is  a  guaranty  that  is  now  a  part  of  this  record. 

By  Mr.  Ely  : 

Question.  Well,  would  you  be  willing  to  accept  a  clause  in  the  license  provid- 
ing that  any  contract  between  the  two  companies  should  first  have  the  approval 
of  the  Federal  Power  Commission? 

Answer.  Are  you  going  to  take  it  away  from  the  Public  Service  Commission 
of  Montana? 

Question.  Not  at  all,  but  because  of  the  peculiar  features  in  this  case  about 
rental  to  the  Indians  and  a  provision  about  the  irrigation  district,  we  would 
like  to  have  pretty  close  scrutiny  on  that  question. 

Answer.  Will  you  read  me  the  question,  please? 

(The  reporter  read  as  follows:) 

("Question.  Well,  would  you  be  willing  to  accept  a  clause  in  the  license 
providing  that  any  contract  between  the  two  companies  should  first  have  the 
approval  of  the  Federal  Power  Commission?") 

By  Mr.  Ely  : 

Question.  I  realize  the  difficulty  of  going  into  all  these  future  matters  now ; 
but  the  point  is  that  we  have  a  proposal  here  from  one  applicant  as  to  what 
their  capital  position  would  be ;  and  if  you  can  work  out  some  sort  of  tenta- 
tive program  that  you  could  present  to  us  before  this  hearing  closes,  I  think 
it  will  help  us  to  decide  what  our  course  ought  to  be. 

Answer.  Yes,  sir. 

Question.  Is  all  the  power  used  at  Anaconda  for  electrometallurgical  pur- 
poses transmitted  from  Great  Falls? 

Answer.  All  the  power  that  is  used  at  Anaconda  is  transmitted  from  the 
general  system.     Some  of  it  comes  from  Madison  and  some  from  other  places. 

Mr.  Ely.  Mr.  Cochran  is  going  to  go  into  this  question  of  what  the  power 
capacity  of  that  site  is,  I  presume? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Ely.  Are  you  going  to  have  anybody  here  who  will  be  able  to  testify 
any  more  definitely  as  to  what  the  effect  on  this  lake  level  and  river  level  wiil 
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be?  Do  you  want  to  stand  on  that  figure  of  60  or  70  days  a  year  during  which 
the  level  will  be  about  2,893  or  above?  I  don't  want  to  prejudice  you  by  your 
making  a  guess.     Have  you  somebody  who  can  testify? 

Mr.  Kelly.  That  it  will  be  under  2,893? 

Mr.  Ely.  Two  thousand  eight  hundred  and  ninety-three  or  above.  I  am 
interested  in  the  question  of  seepage. 

Mr.  Kelly.  That  was  your  original  question? 

Mr,  Ely.  Yes.  That  didn't  refer  to  what  the  lake  levels  were  before  the 
dam  was  built? 

Mr.  Kelly.  No. 

Mr.  Ely.  I  think  you  misunderstand.  If  your  idea  was  that  if  the  dam  be 
built  and  the  water  be  raised  to  2,893,  that  it  would  be  maintained  at  that 
level  probably  60  or  70  days  each  year. 

The  Witness.  That  is  what  I  was  going  to  try  to  show. 

Mr.  Jellison.  Mr.  Secretary,  Mr.  Kelly  did  not  get  me  right  on  that.  My 
contention  is  that  if  Mr.  Kerr  makes  the  broad  statement  that  the  lake  level 
is  60  or  70  days  in  a  year  above  the  level  of  2,893,  that  he  is  incompetent 
to  testify  to  anything  pertaining  to  Flathead  *Lake,  which  will  be  proved  by 
the  records  of  the  Geological  Survey;  and  I  ask  this  commission  to  bar  him 
from  making  any  testimony  relative  to  Flathead  Lake. 

Mr.   Ely.  I  put  him  in  that  position  because  I  asked  him  to  guess  at  it. 

1  realize  that  his  figures  might  not  be  accurate,  and  you  will  have  an  oppor- 
tunity to  rebut  on  it.    I  am  trying  to  form  a  basis. 

Mr.  JEU.ISON.  He  is  very  accurate,  and  he  has  a  great  memory  on  business 
propositions  covering  a  long  iieriod  of  years,  and  he  talks  about  hundreds  of 
thousands  of  dollars  and  thousands  of  kilowatt-hours  and  all  that  kind  of 
stuff ;  but  when  he  says  that  that  lake  is  up  that  high  he  knows  it  is  not  up 
that  high,  and  that  is"  why  I  don't  want  him  to  testify. 

Mr.  Scattergood.  Mr.  Secretary,  may  I  suggest  that  Mr.  Jellison  is  talking 
about  the  level  of  the  lake  without  a  dam?  I  understood  Mr.  Kerr  to  be 
talking  about  a  level  of  a  lake  after  the  dam  was  built. 

The  Witness.  That  is  what  I  was  talking  about. 

Mr.  Ely.  I  think  we  can  go  into  that  better  when  your  case  comes  up,  Mr. 
Jellison,  and  go  into  it  in  more  detail. 

Mr.  Dixon.  I  was  amazed  when  I  interpreted  the  witness's  answer  the  same 
as  you  did  at  first,  but  I  conceived  after  he  talked  a  little  further,  when  he 
said  60  or  70  days,  he  meant  after  the  dam  was  built.  Anybody  who  knows 
Flathead  Lake  knows  the  high  water. 

Mr.  Jellison.  Mr.  Secretary,  in  the  statement  that  they  have  published 
regarding  the  lake  levels  after  the  dam  is  built,  it  is  over  90  days  that  they 
propose  to  hold  the  level  of  the  lake  to  2.893,  and  it  only  goes  down  to  2.892 
and  a  fraction  in  the  month  of  September.  June,  July,  and  August  are  held 
up  to  93.     In  September  it  is  92.6. 

The  Witness.  I  submit  we  can  hold  it  there  if  it  doesn't  get  up  there. 

Mr.  Jellison.  That  is  after  the  dam  is  built.  That  is  to  maintain  their 
storage ;  but  the  question  was  put  to  him,  "  What  is  the  level  of  Flathead  Lake 
each  year  now  during  the  normal  high  water?"  or  words  to  that  effect. 

Mr.  Dixon.  You  would  bar  out  all  of  Mr.  Kerr's  testimony? 

Mr.  Jellison.  I  would  be  willing  to  bar  out  all  of  Mr.  Kerr's  testimony  rela- 
tive to  Flathead  Lake  if  that  is  all  he  knows  about  it  in  his  first  statement. 

Mr.  Dixon.  That  is  a  good  deal  like  the  North  Carolina  attorney  in  the 
Gastonia  case  who  said  that  the  minister  who  did  not  believe  in  eternity 
his  word  was  not  to  be  taken  at  all.     [Laughter.] 

Mr.  Ely,  have  you  any  more  questions? 

By  Mr.  Ely: 
Question.  Mr.  Kerr,  I  have  a  note  here  that  you  testified  that  if  flashings 
were  put  on  the  dam  the  fluctuations  of  the  lake  would  not  exceed  the  ele- 
vations normal  in  the  past;  the  summer  season  variation  would  not  exceed 

2  feet  and  the  natural  variation  runs  as  high  as  6  feet.  Is  that  recollection 
correct? 

Answer.  What  I  was  endeavoring  to  say  is  that,  to  protect  ourselves,  we 
proposed  to  build  a  dam  that  we  would  be  in  a  position  to  say  did  not  change 
what  nature  had  done  for  years. 

Question.  You  think  that  if  you  propose  to  hold  this  level  at  2,893  or  better 
for  60  or  70  days  a  year,  that  Is  what  nature  has  been  doing  normally? 

An.swer.  No.  You  misunderstand  me,  Mr.  Ely.  The  point  is  this:  That  if 
no  flashing  was  ever  put  on  top  of  the  permanent  structure — I  have  got  to 
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depend  on  what  engineers  tell  me — that  is  no  flashing  was  put  on  top  of  the 
permanent  structure,  then  the  lake  levels  would  fluctuate  just  as  they  have 
in  all  time  past.    Do  you  see  the  point? 

Question.  You  mean  ns  to  heijiht  or  as  to  time? 

Answer.  Heijrht  and  time.  In  other  words,  the  control  of  the  lake  would 
be  entirely  by  the  outlet  of  the  mouth  of  the  lake,  as  it  has  been  for  all  time. 

Mr.  Dixon.  It  is  nearly  5.30.     How  many  more  questions? 

Mr.  Ely.  I  am  all  through. 

Mr.  Brown.  Mr.  Secretary? 

Mr.  Dixon.  Mr.  Brown,  chief  counsel  of  our  commission. 

By  Mr.  Bbown  : 

Question.  I  have  here  the  supplemental  file,  enuinec  rs'  report,  which  has  been 
made  a  part  of  the  record.  This  report  was  received  by  the  Federal  Pow<>r 
Commission  .July  18,  1929,  and  contains  Exhibit  G,  certified  to  by  yourselc. 
Mr.  Kerr,  as  vice  president  of  the  Rocky  Mountain  Power  Co. ;  it  also  contains 
what  purports  to  be  a  copy  of  the  agreement  entered  into  between  the  Rocky 
Mountain  Power  Co.  and  the  Montana  Power  Co.  This  is  certified  to  by  Mr. 
Denison  under  date  of  March  26,  1929.  One  paragraph  of  this  agreement  reads 
as  follows : 

Mr.  Ely.  Is  this  a  contract  between  the  Rooky  Mountain  Power  Co.  and  the 
Montana  Power  Co.? 

Mr.  Brown.  It  is  what  purports  to  be  a  resolution  passed  by  the  Montana 
Power  Co.  with  reference  to  what  they  will  do  should  the  Rocky  Mountain 
Power  Co.  get  this  permit  and  develop  the  project. 

Mr.  Kelly.  That  is  the  guaranty  they  have  been  talking  about? 

Mr.  Brown.  Yes. 

Question.  One  paragraph,  the  third  paragraph,  reads  as  follows : 

"  Now,  therefore,  be  it  resolved  that  this  company,  upon  making  of  arrange- 
ments satisfactory  to  the  president  for  the  delivery  to  this  company  of  all  or 
part  of  the  electric  energy  developed  by  said  project  in  excess  of  the  amounts  to 
be  delivered  to  said  irrigation  system  as  aforesaid,  shall  guarantee  the  under- 
takings of  the  Rocky  Mountain  Power  Co.  in  this  arrangement  to  be  made  with 
the  Federal  Water  Power  Commission  and  the  Department  of  the  Interior." 

Now.  did  you  attend  the  meeting  of  the  board  of  directors.  Mr.  Kerr? 

Answer.  No,  sir. 

Question.  Do  you  know  whether  that  meeting  was  held? 

Answer.  It  was  held  in  New  York.     That  is  the  only  place  they  can  hold  it. 

Question.  Have  you  ever  heard  discussed  what  arrangements  might  be  satis- 
factory to  the  president  of  the  Montana  Power  Co.  ? 

Answer.  No,  sir. 

Que?:tion.  Well,  then,  in  effect  isn't  this  not  an  unconditional  guaranty  but  a 
conditional  guaranty?  That  is,  it  states  that  "this  company  upon  making  of 
arrangements  satisfactory  to  the  president  for  the  delivery  to  this  company  of 
all  or  part  of  the  electric  energy — "  Now,  would  you  term  that  an  unconditional 
guaranty  to  undertake  to  back  up  the  Rocky  Mountain  Power  Co.  ? 

Answer.  I  would  not  think  so.  That  is  a  legal  proposition  as  far  as  I  am 
concerned. 

Question.  I  just  wanted  to  get  your  views  on  that.  And  you  don't  know 
what  was  discussed? 

Answer.  Does  he  say  I  signed  that? 

Question.  You  certified  to  the  effect  that  it  was  a  correct  copy? 

Mr,  Kelly.  No  ;  I  think  that  is  certified  by 

Mr.  Brown.  It  is  attested  by  F.  D.  Herrick,  assistant  to  F.  N.  Kerr,  vice 
president  of  the  Rocky  Mountain  Power -Co.  It  is  part  of  Exhibit  G,  report  of 
engineers,  which  has  been  made  a  part  of  the  record  of  this  proceeding. 

Question.  You  do  not  know  what  was  discussed  as  what  would  be  satisfactory 
arrangements  to  the  president  of  the  Montana  Power  Co.  ? 

Answer.  No.     It  never  has  been  brought  up  to  me. 

Mr.  Forbes.  May  I  ask  a  couple  of  questions? 

Mr,  Dixon.  Yes, 

By  Mr.  Forbes: 
Question,  Isn't  the  president  of  the  Rocky  Mountain   Power  Co.  the   same 
individual  as  the  president  of  the  Montana  Power  Co.? 
Answer.  Yes,  sir. 

Question.  That  is  Mr.  John  D,  Ryan? 
Answer.  Yes,  sir. 
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Question.  That  is  the  Mr.  John  D.  Ryan  who  consummated  the  deal  with  the 
Milwaukee  Railroad  involving  the  Thompson  power  site? 

Answer.  Yes,  sir. 

Question.  And  the  same  John  D.  Ryan  who  consummated  the  deal  involving 
the  sale  of  power  from  the  Washington  Power  Co.  to  the  Milwaukee  Power  Co. 
through  the  Intermountain  Power  Co.  ? 

Answer.  Milwaukee  Railroad  Co.? 

Question.  Milwaukee  Railroad  Co. 

Answer.  Yes,  sir. 

Mr.  Forbes.  That  is  all. 

Mr.  Dixon.  Any  other  questions? 

Mr.  ScATTERGooD.  Mr.  Chairman,  I  have  questions  that  I  think  will  take 
15  or  20  minutes  at  least. 

Mr.  Dixon.  I  think  we  had  better  reserve  the  witness  for  further  cross- 
examination  to-morrow  morning.     It  is  5.30. 

(Whereupon,  at  5.30  o'clock  p.  m.,  the  hearing  adjourned  until  9.30  o'clock 
a.  m.,  Tuesday,  November  5,  1929.) 


Washington,  D.  C,  November  5,  1929. 

The  hearing  of  the  Federal  Power  Commission  upon  the  applications  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler,  to  develop  power  on  Flat- 
head Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  office  of  the  Secretary 
of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present :  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior ;  Hon.  Joseph  M. 
Dixon,  Assistant  Secretary  of  the  Interior;  F.  E.  Bonner,  Esq.,  executive  secre- 
tary of  the  Federal  Power  Commission;  and  Northcutt  Ely,  Esq.,  executive 
assistant  to  the  Secretary  of  the  Interior. 

The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present :  Col.  Charles  Tyler,  chief  engineer,  Mr.  J.  F.  Lawson,  assistant 
chief  counsel,  Mr.  Charles  A.  Russell,  solicitor,  Mr.  F.  H.  Henshaw,  senior 
engineer,  and  Mr.  William  V.  King,  chief  accountant. 

Also  present:  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs :  John  R.  K.  Reeves,  Esq.,  attorney  for  the  Indian  Bureau ;  B.  E.  Jones. 
Esq.,  United  States  Geological  Survey;  Nelson  A.  Mason,  Esq.,  clerk  of  the 
Senate  Committee  on  Indian  Affairs;  and  S.  J.  Flickinger,  Esq.,  office  of 
Indian  AfEairs. 

Api)earances :  As  heretofore  noted. 

Mr.  Dixon.  Is  there  any  further  cross  examination  of  Mr.  Kerr  by  anybody? 

F,  M.  Kerr,  a  witness  heretofore  called  by  and  on  behalf  of  the  applicant 
Rocky  Mountain  Power  Co.,  and  duly  sworn,  was  recalled  to  the  stand  for 
further  cross-examination,  and  was  examined  and  testified  as  follows: 

The  Witness.  Mr.  Chairman,  if  you  please,  I  would  like  to  make  one  brief 
statement.  If  I  may,  before  you  proceed. 

Mr.  Dixon.  You  may  do  so. 

The  Witness.  In  reply  to  a  question  from  Mr.  Ely  yesterday,  as  to  whether 
the  $5,000,000  for  Thompson  Falls  stock  was  paid  before  or  after  construction, 
I  think  my  reply 

Mr.  Dixon  (interposing).     I  see  that  Mr.  Ely  has  just  come  in. 

Mr.  Ely,  the  witness  wants  to  make  a  statement  in  reference  to  something 
that  you  asked  him  yesterday  afternoon. 

The  Witness.  Mr.  Ely's  question  to  me  yesterday  was  whether  or  not 
$5,000,000  par  value  of  the  stock  of  the  Montana  Power  Co.  was  paid  for  tiie 
property  of  the  Thompson  Falls  Power  Co.  prior  to  construction.  I  think 
my  reply,  "  Yes,"  was  misleading,  because  I  failed  to  say  that  the  then  value  of 
this  stock  was  $19  a  share,  approximately,  as  I  know  personally,  because 
I  bought  250  shares  for  something  like  $19.50  at  that  time. 
By  Mr.  Ely: 

Question.  And  what  was  par — $100? 

Answer.  $100.  That  was  very  early  in  the  history  of  the  Montana  Power 
Company. 

By  Mr.  Dixon  : 

Question.  So  that  $5,000,000  of  shares  represented  on  the  market  about 
$1,000,000? 

Answer.  Yes,  sir. 

Question.  That  Ryan  paid  to  the  Milwaukee? 

Answer.  No — that  the  Thompson  Falls  Power  Company  paid  to  Mr.  Ryan  for 
the  property  after  he  bad  bought  it  from  the  Milwaukee. 
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Question.  Well,  Ryan  paid  the  Milwaukee  $5,000,000  of  shares? 

Answer.  No. 

Question.  And  wlien  Ryan  sold  the  Thompson  Falls  Power  Co.  to  the 
Montana  Power  Co.,  he  received  $5,000,000  of  the  $19.50  stock? 

Answer.  Yes,  sir. 

Mr.  Dixon.  Mr.  Forbes,  do  you  desire  to  resume  the  cross-examination? 

Mr.  Forbes.  Mr.  Scattergood  asked  me  several  days  ago  to  have  Mr.  Wheeler 
prepare  a  statement  of  estimated  earnings  of  his  proposed  power  company. 
We  have  done  so. 

Mr.  Scattergood.  That  is  for  site  No.  1,  only,  is  it? 

Mr.  Forbes.  Site  No.  1 ;  and  I  want  to  present  it  now,  so  that  it  will  be  in 
the  record. 

Mr.  Dixon.  Please  give  one  of  them  to  the  other  side.  That  will  be  Exhibit 
No.  24;  it  will  be  identified  in  the  record  as  Exhibit  No.  24,  on  the  part  of 
Mr.  Wheeler. 

(The  statement  referred  to  was  received  in  evidence  and  marked  "  Exhibit 
No.  24  of  the  applicant,  Walter  H.  Wheeler.") 

Mr.  Dixon.  Does  anyone  else  wish  to  ask  any  questions  of  Mr.  Kerr? 

Mr.  Scattergood.  I  have  some  questions  I  would  like  to  ask. 

Mr.  Dixon.  Very  well,  Mr.  Scattergood. 

By  Mr.  Ely: 

Question.  Pardon  me,  Mr.  Kerr.  Will  you  be  able  to  communicate  with  your 
principals,  as  you  suggested  yesterday,  and  give  us  some  sort  of  working  basis 
on  this  proi)osition  I  was  discussing  with  you,  before  this  hearing  closes? 

Answer.  Mr.  Ely,  if  I  had  those  things  in  a  memorandum — I  can  not  remem- 
ber them  now ;  and  I  do  not  know  whether  I  can  get  them  out  of  the  records. 
If  I  had  them  in  some  sort  of  memorandum  form,  I  would  be  glad  to  do  it. 

I  might  say  that  I  thought  the  matter  over  last  night,  and,  in  my  judgment — • 
I  am  not  fully  prepared  to  speak  for  my  principals — I  think  the  idea  of  a 
single  company  would  undoubtedly  prevail. 

Question.  The  idea  of  what? 

Answer.  The  idea  of  a  single  company,  a  separate  company,  would  undoubt- 
edly prevail.  I  will  say  that  much.  I  do  not  say  I  am  here  to  bind  my  princi- 
pals, but  I  would  recommend  that. 

Mr.  Dixon.  Why  not  prepare  specifically  the  questions  you  wanted  to  ask, 
Mr.  Ely,  and  let  it  appear  in  the  hearing  afterwards,  your  questions  and  his 
answers  ? 

Are  there  any  other  questions? 

By  Mr.  Scattergood: 

Question.  Mr.  Kerr,  I  wanted  to  follow  up  that  question  of  a  separate 
company  a  little  bit  further,  and  to  ask  you  whether  you  have  now  in  the 
Montana  structure  any  other  companies  that  are  related  to  it  the  way  the 
Rocky  Mountain  Power  Co.  will  be  related  to  it? 

Answer.  The  so-called  Montana  Irrigation  &  Reservoir  Co.  is  in  the  same 
position. 

Question.  Have  you  any  operating  and  producing  companies? 

Answer.  Well,  that  is  a  reservoir  company  that  furnishes  water,  as  this 
company  would  furnish  electricity,  if  you  please ;  it  is  the  commodity  they 
furnish. 

Question.  But  you  have  no  companies  furnishing  electricity  created 

Answer.  No,  sir. 

Question.  And  then  sold  to  the  Montana  Power  Co.? 

Answer.  No,  sir. 

Question.  Well,  are  you  hooked  up  to  any  large  system  to  the  east  of  the 
Montana  Power  Co.? 

Answer.  No,  sir. 

Question.  Do  you  sell  any  other  companies  power  to  the  edst,  or  buy  power 
from  them  to  the  east? 

Answer.  No,  sir. 

Question.  How  about  the  situation  similarly  to  the  west? 

Answer.  The  situation  to  the  west  is  this :  The  Montana  Power  Co. — or, 
I  will  say,  technically,  the  old  Thompson  Falls  Co. — ^made  a  contract  with 
certain  mining  companies  in  the  Coeur  d'Alene,  in  a  group,  and  a  substation 
was  established  to  serve  these. 

The  Washington  Power  Co.  also  had  a  group  of  companies  that  they  were 
serving  in  the  Coeur  d'Alene. 
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After  this  situation  had  gone  on  for  a  number  of  years,  an  interconnection 
between  these  two  substations  was  made  at  the  joint  expense,  I  think,  of  the 
two  companies — I  would  not  recall  perfectly  now. 
Question.  That  is,  the  Washington  Power  Co.? 

Answer.  Yes,  sir. 

Question.  Now,  in  the  deals  for  electricity,  one  way  or  the  other,  between  the 
Washington  Power  Co.,  is  there  an  intercompany  rate  fixed? 

Answer.  Yes,  sir ;  my  recollection  is  that  it  is  3  mills. 

Question.  Three  mills? 

Answer.  So-called  "  dump  power  "  furnished  when  and  as  they  have  it,  with 
nothing  to  bind  them  to  furnish  it. 

Question.  Well,  if  it  were  primary  power,  it  would  be  an  even  higher  price, 
would  it? 

Answer.  Oh,  yes;  no  doubt. 

Question.  Are  those  interstate  commerce — that  is,  is  it  a  rate  that  is  not  filed 
with  any  State  commission? 

Answer.  Yes,  sir. 

Question.  It  is  not  filed? 

Answer.  No,  sir. 

Question.  How  about  the  Inter  Mountain  Power  Co.?  Is  that  a  producing 
company? 

Answer.  No,  sir ;  it  is  a  purchaser  of  power. 

Question.  That  purchases? 

Answer.  Yes,  sir. 

Question.  Now,  does  it  purchase  from  the  Montana  Power  Co.? 

Answer.    No,  sir. 

Question.  From  the  Washington  Water  Power  Co.? 

Answer.  Yes,  sir. 

Question.  What  is  the  price  between  those  two  companies  for  electricity — 
the  wholesale  price,  I  mean? 

Answer.  I  can  only  speak  of  it  as  of  the  time  when  I  was  associated  with 
the  company  before  it  was  sold  to  the  Washington  Water  Power  Co.  The  then 
price  was  $10  a  horsepower  year. 

Question.  That  was  the  story  you  were  telling  us  yesterday? 

Answer.  Yes,  sir. 

Question.  It  was  a  special  situation? 

Answer.  Yes,  sir. 

Question.  It  would  not  be  in  any  way  a  criterion  for  present-day  conditions? 

Answer.  Not  at  all. 

Question.  Exactly.  Now,  I  wanted  to  follow  up  a  little  bit  further  the  matter 
of  the  cost  of  installations.  You  mentioned  yesterday  that  the  general  installa- 
tion cost  per  hosepower  of  the  Montana  Power  Co.  system  as  a  whole  was  in 
the  neighborhood  of  $100? 

Answer.  That  was  my  judgment  about  it. 

Question.  Is  that  a  fairly  accurate  statement,  or  is  it  based  on 

Answer.  It  is  based  on  my  recollection.  I  have  not  the  figures  with  me. 
I  did  not  think  they  would  be  of  use. 

Question.  What  I  meant  was,  is  it  careful  enough  for  us  to  base  any  con- 
clusions on,  or  ought  it  to  be  a  matter  of  more  accurate  presentation? 

Answer.  It  ought  to  be  a  matter  of  more  accurate  presentation. 

Question.  You  would  not  want  us  to  judge  offhand  about  it? 

Answer.  No,  sir. 

Question.  Would  not  your  Mr.  Cochrane  be  able  to  tell  us  something  more 
about  it? 

Answer.  I  do  not  think  he  has  the  figures  with  him.    Have  you,  Mr.  Cochrane? 

Mr.  Cochrane.  Yes,  I  have. 

The  Witness.  Have  you?    Then  you  can  tell  them. 

By  Mr.  ScIttergood  : 

Question.  Now,  with  reference  to  the  $100  horsepower  cost  that  you  estimated 
would  be  represented  in  an  installation  cost  at  Flathead,  I  take  it  that  you, 
In  round  figures,  considered  80,000  horsepower  and  a  $8,000,000  cost.  That 
would  be,  roughly,  as  you  said,  $100  a  horsepower;  is  that  correct? 

Answer.  If  I  may  suggest,  Mr.  Scattergood,  Mr.  Cochrane  has  a  very  definite 
set-up  just  along  that  line  you  are  asking 

Question.  I  am  glad  of  that,  because  it  looks  to  me  as  if  you  were  taking  a 
low  estimate  per  horsepower,  If  Mr.  Wheeler's  estimate  of  $105,000  is  correct. 
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and  also  that  your  cost  of  $8,000,000  in  that  calculation  was  higher  than  the 
$7,500,000  that  you  had  been  speaking  of  before. 

Answer.  Mr.  Cochrane  will  address  himself  to  that  subject. 

Question.  Very  good.  Now,  just  one  more  question  with  regard  to  that : 

In  your  comparison  of  the  general  installation  costs  of  your  system  and  this 
Flathead  particular  cost,  you  made  them  both  $100.  Was  the  basis  of  the 
calculation  of  the  system  and  of  the  Flathead  about  the  same?  Did  you  use 
the  same  general  scheme  of  valuation? 

Answer.  I  would  say  so;  yes. 

Question.  Present-day  reproduction  costs? 

Answer.  Yes,  sir. 

Question.  Now,  you  heard  Mr.  Wheeler,  w^hen  talking  about  load  factor, 
present  a  case  where  he  estimated  that  he  will  be  able  to  utilize  practically 
100  per  cent  of  the  load,  and  that  he  practically  takes  account  of  100  per  cent 
load  factor  in  all  of  his  calculations.  You  spoke,  the  other  day,  of  using  all 
the  power  there  is  by  the  Montana  Power  Co. — or  the  Rocky  Mountain  Power 
Co.,  rather,  gets  the  license? 

Does  that  mean,  then,  that  you  consider  that  you  will  be  able  also  to  work 
on  pretty  nearly  100  per  cent  load  factor? 

Answer.  It  means  that  we  will  be  able  to  work  on  the  same  basis.  My 
own  experience  with  water  power  makes  it  very  apparent,  in  my  mind,  that 
nobody  can  use  100  per  cent  load  factor. 

Question.  Well,  how  much  of  a  load  factor  do  yo  ufeel  it  is  fair  for  us  to 
look  forward  to — from  the  standpoint  of  the  interests  of  the  Indians?  That 
is  my  interest  in  the  matter. 

Answer.  Well,  I  think,  over  any  10-year  period,  anybody  who  made  an 
average  of  75  to  85  per  cent  would  do  pretty  well. 

By  Mr.  Henshaw  : 
Question.  You   are   speaking  of  load   factor,    Mr.   Kerr,   and   not  utilization 
factor? 

Answer.  No,  sir. 

By  Mr.  Henshaw  : 

Question.  What  utilization  factor  would  you  estimate  over  a  10-year  period? 

Answer.  Well,  you  are  taking  me  into  an  engineering  question  that  I  do  not 
pretend  to  be  comi:>etent  to  say,  except  as  a  nonengineer  I  know  that — for 
instance,  the  potential  capacity  of  these  plants  is  estimated  on  the  basis  of 
so  many  acre-feet  in  the  reservoir,  if  you  please. 

Now,  I  submit  that  it  is  humanly  impossible  for  any  man  to  say  that,  on 
the  first  day  of  September,  if  you  please,  when  he  begins  to  use  storage,  just 
what  he  ought  to  use  that  storage  at  to  come  out  even  on  the  first  day  of 
March ;  nobody  can  do  that. 

If  he  underguesses  it,  he  has  got  a  surplus,  and  if  he  overguesses  it,  he  is 
in  terrible  shape  at  the  end  of  the  period,  because  he  has  not  got  any  power. 

Now,  that  is  one  thing  that  brings  down  the  100  per  cent  figure.  No  indus- 
try that  we  ever  furnished  power  to  runs  100  per  cent  of  the  time.  The 
United  States  Steel  Corporation,  the  biggest  industry  that  anybody  ever  heard 
of,  never  runs  100  per  cent  of  the  time  over  any  10-year  period.  You  can  not 
put  this  over  a  1-year  period,  or  a  2-year  period ;  it  is  over  a  long  period. 
And  the  question  is,  What  can  you  do  in  10  years,  or  in  30  years,  or  in  40 
years? 

I  submit  that  a  plant  of  this  character,  attached  to  a  great  pot,  with  great 
diversification,  has  got  a  better  opportunity  to  use  it  all  than  if  it  was  isolated 
by  itself. 

Question.  There  is  quite  a  variation,  though,  in  the  load,  is  there  not,  over 
a  10-year  period?  For  instance,  the  demand  for  copper  varies.  Right  now 
there  is  great  demand,  but  six  or  eight  years  ago,  say  in  1922,  there  was  a 
very  little  demand ;  so  that  your  load  varies? 

Answer.  In  the  situation  that  prevailed  after  the  close  of  the  war,  there 
was,  of  course,  very  little  demand,  including  nine  months  in  1921  and  six  months 
in  1922.     But  that  situation  also  closed  all  kinds  of  plants  all  over  the  country. 

Question.  But  my  idea  was  that  your  experience  covered  a  number  of  years, 
and  that  you  would  be  in  a  better  position  to  give  a  guess  as  to  what  the  use 
factor  would  be  over  a  period,  than,  perhaps,  anybody  else. 
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Answer.  I  am  not  sure  that  I  know  exactly  what  "use  factor"  means.  I 
would  like  to  have  Mr.  Bonner  tell  me  what  he  means  by  "  use  faecor  "  exactly. 
I  am  afraid  I  have  never  used  the  term. 

By  Mr.  Bonnee: 

Question.  It  means,  Mr.  Kerr,  the  beneficial  use  of  the  power  that  you  make, 
as  compared  with  the  potential  use  of  the  water  supply  available. 

Answer.  I  think  that  anybody  that  did  85  per  cent  of  that  would  do  awfully 
well. 

Question.  Eighty-five  per  cent,  perhaps,  referring  to  the  average  regulated 
flow? 

Answer.  Yes. 

Question.  You  would  not  claim  to  include  in  that  85  per  cent  the  flood  flows 
that  are  bound  to  be  wasted  in  wet  years? 

Answ^er.  I  could  not,  no,  sir. 

By  Mr.  Scatteegffd: 

Question.  Then  you  say  it  is  somewhere  between  75  per  cent  and  80  per  cent 
for  a  proper  load  factor  figure? 

Answer.  Perhaps  I  was  too  low  when  I  said  75  per  cent;  but  I  am  quite 
sure  it  is  not  higher  than  85  per  cent. 

Question.  Do  you  remember  a  conversation  we  had  at  St.  Ignatius,  at  the 
time  of  the  Senate  committee  hearings,  when  you  told  me  you  expected  it 
would  be  an  83  per  cent  load  factor? 

Answer.  Yes,  I  did. 

Question.  Do  you  still  figure  that  we  could  take  the  power  on  that? 

Answer.  If  it  was  in  our  system;  the  general  system  has  had  for  several 
years  a  load  factor  above  80  per  cent,  and  it  has  lately  been  83  per  cent,  and 
it  Is  rising  as  the  business  gets  larger. 

By  Mr.  Bonnee: 

Question.  There  appears  to  be  in  some  of  these  questions,  Mr.  Kerr,  a  mis- 
apprehension of  the  effect  of  a  lower  load  factor.  I  think  it  would  be  beneficial 
if  you  would  explain  for  the  record  the  effect  of  a  lower  load  factor,  with 
plenty  of  machinery  and  complete  control  of  your  storage,  does  not  mean  any 
loss  of  power? 

Answer.  It  does  not?  Will  you  not  let  Mr.  Cochrane  put  that  in  the  record? 
He  is  so  much  better  qualified  than  I  am,  and  he  has  it  in  mind. 

Mr.  Bonner.  That  will  be  satisfactory  to  me. 

By  Mr.  Scattergood  : 

Question.  Yes,  that  would  be  very  helpful,  if  you  would  be  sure  to  have  that 
developed — that,  together  with  the  installation  figures. 

Now,  Mr.  Kerr,  just  a  few  questions  about  the  cost  of  current : 

You  spoke  some  time  in  your  testimony  of  the  estimated  cost  of  current  per 
kilowatt-hour  at  Flathead,  at  2,6  mills. 

Answer.  Mr.  Cochrane  told  me  those  figures,  and  told  me  that  was  the 
figure  he  had  arrived  at. 

Question.  Now,  is  not  that  figure  a  higher  figure  per  horsepower,  or  when 
reduced  to  horsepower,  than  the  $15  price  that  Mr.  Wheeler  proposed  to  sell 
power  at? 

Answer.  Well,  kilowatt-hours  and  horsepower  are  two  different  things. 

Question.  I  know,  but ? 

Answer.  At  what  load  factor? 

Question.  Well,  I  was  just  letting  you  develop  that. 

Answer.  Well,  2.6  mills  at  100  per  cent  load  factor  is  a  little  more  than  $15. 

Question.  Well,  what  load  factor  did  you  take  into  consideration  when  you 
calculated  2.6  mills 

Answer.  I  cannot  reply  to  that. 

Question.  Can  Mr.  Cochrane  tell  us  that? 

Answer.  Yes,  sir. 

Question.  Well,  in  any  event,  if  that  were  the  cost,  it  would  Indicate  that 
yf>u  exr)ected  electricity  to  cost  at  Flathead  to  you  more  than  Mr.  Wheeler 
would  propose  to  sell  It  for? 

Answer.  It  appears  that  way. 

Question.  Now,  do  you  mean  to  say  that  you  can  not  make  electricity,  with 
your  experience,  just  as  cheaply  as  Mr.  Wheeler  can,  with  \ho  same  physical 
property  V 
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Answer.  No;  that  is  not  the  point.  I  think  we  are  probably  on  a  par.  I 
<hlnk  the  results  will  be  substantially  the  same. 

Question.  Then,  either  his  figures  are  too  low  or  yours  are  too  high? 

Answer.  Yes. 

Question.  Which  way  do  you  think  it  would  be? 

Answer.  Well,  I  am  favoring  our  own  fiirures,  or  my  own  figures. 

Question.  You  still  think  it  would  cost  you,  then,  2.6  mills? 

Answer.  I  think  so. 

Question.  Then  I  would  be  interested  to  have  that  developed ;  as  I  understand, 
it  will  be  developed  by  Mr.  Cochrane? 

Answer.  Yes,  sir. 

Question.  You  also  referred  somewhere  in  that  statement  to  the  fact  that 
you  thought  that  the  gross  incoime  should  be  at  least  20  per  cent  on  the 
investment? 

Answer.  I  undertook  to  say,  and  I  think  I  did  say  at  the  time,  that  in  the 
industry,  after  years  of  experience,  if  I  were  to  be  asked.  "  What  ^s  the  value 
of  a  certain  company?"  I  would  say,  "Well,  what  is  their  gross  revenue?" 
And,  on  being  told  what  the  gross  was,  I  would  estimate  their  value  at  five 
times  the  gross. 

Or  if  I  would  say,  "What  is  the  net?"  I  would  estimate  their  value  on  the 
basis  of  eight  or  ten  times  the  net. 

Question.  Well,  with  the  prevailing  practice  of  the  Montana  Railway  & 
Utility  Commission,  would  any  company  in  Montana  be  allowed  to  have  as 
large  a  gross  return  as  that? 

Answer.  Oh,  undoubtedly. 

Question.  Does  that  apply  to  the  Montana  Power  Co.  system?  Do  you  have 
as  big  a  gross  return  as  that  over  your  system  as  a  whole? 

Answer.  We  do  not. 

Question.  About  how  high  does  it  run? 

Answer.  I  stated  that  our  gross  over  a  5-year  period  was  approximately 
$9,000,000  a  year;  and  on  the  five  to  one  basis,  that  would  give  us  a  value  of 
$45,000,000.     We  are  assessed  at  $52,000,000. 

Question.  It  all  depends,  then,  on  the  valuation  base  that  the  commission 
lias  allowed? 

Answer.  Yes,  sir. 

Question.  I  suppose  you  never  had  a  rate  case? 

Answer.  We  never  had  a  rate  case. 

Question.  So  that  the  basis  in  a  rate  case  has  never  been  established  by  the 
Montana  commission? 

Answer.  Never. 

Question.  So  that  you  fix  your  own  valuation  and  capitalization  without  it 
•ever  having  been  fixed? 

Answer.  Yes,  sir. 

Question.  Now,  in  making  up  this  gross  return  of  20  per  cent  for  the  items 
that  would  warrant  it,  what  do  you  allow  for  the  various  items? 

For  example,  taking  this  list  that  Mr.  Wheeler  has  submitted  this  morning, 
what  were  you  allowed  for  allowed  returns  in  the  practice  in  Montana  ? 

Answer.  Do  you  mean 

Question,  Allowed  return  in  calculating  the  rate  base?    Is  it  7  per  cent? 

Answer.  I  think  an  industry  of  our  kind,  in  the  territory  in  which  this  exists, 
is  entitled  to  at  least  an  8  per  cent  return  on  the  property  used  and  useful  in 
the  business. 

Question.  Is  that  the  practice  of  the  Montana  commission  or  is  it  7  per  cent? 

Answer.  I  think  it  is  8  per  cent. 

Question.  You  do  not  know? 

Answer.  They  never  applied  it  to  us ;  they  have  to  the  telephone  company  and 
some  others,  but  not  to  us.     It  has  not  been  in  issue. 

Question.  Then  there  is  no  uniform  practice  applying  to  public  utilities? 

Answer.  I  think  that  is  what  their  intention  is,  to  allow  that  rate  to  public 
utilities. 

Question.  For  instance,  in  the  rate  ca$e  of  the  Forshay  property  at  Poison,  do 
you  know  what  return  was  allowed  in  that  case? 

Answer.  I  do  not  know. 

Question.  Do  you  know  whether  in  any  rate  cases  determined  by  the  practice 
of  the  Montana  commission,  it  is  7  per  cent  or  8  per  cent? 

Answer.  No,  sir ;  I  do  not  know. 
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Question.  Does  not  anybody  know  whether  it  is  7  per  cent  or  8  per  cent? 

Mr.  Kelly.  I  was  just  going  to  suggest  that  it  did  not  keep  the  Forshay  Co> 
off  the  rocks ;  they  went  into  hands  of  a  receiver  the  other  day. 

Mr.  Russell.  Well,  they  have  approved  in  Montana  a  rate  of  7  per  cent  as 
being  a  reasonable  return  on  other  public  utilities. 

The  Witness.  I  did  not  know  they  had. 

By  Mr.  Soattergood  : 

Question.  You  never  had  occasion  to  note  that? 

Answer.  No,  sir ;  it  never  came  up  in  our  business. 

Question.  Now,  the  next  item  seems  to  be  the  sinking  fund.  In  your  calcula- 
tion of  what  ought  to  go  to  make  up  the  20  per  cent,  how  much  would  you  allow 
sinking  fund — or,  rather,  let  us  call  it  depreciation,  because  that  is  the  usual 
term  that  is  specified,  I  think? 

Answer.  All  I  could  say  about  that  is  that  the  Montana  Power  Co.  heretofore 
has  had  no  settle  policy.  Our  policy  has  been  to  set  aside  sufficient  money  each 
year  to  maintain  a  depreciation  reserve  fund  ample  to  make  up  all  write-offs 
that  are  necessary,  and  keep  a  reasonable  amount  ahead. 

Question.  Well,  from  your  experience,  how  large  a  percentage  do  you  think 
ought  to  be  allowed  for  depreciation? 

Answer.  In  the  case  of  a  very  new  property,  I  might  say,  like  the  Montana 
Power  Co.,  in  which  a  great  majority  of  its  plants  were  built  within  a  10-year 
period,  beginning  in  1910  and  ending  in  1920,  necessary  depreciation  to  be  set 
aside  was  very  small  and  during  those  years  we  have  set  aside  $300,000  to 
$350,000  each  year,  when  the  gross  has  averaged  through  that  time — I  will  say- 
without  the  figures  before  me,  perhaps  $7,000,000.  Now,  figuring  that,  what  is 
that?    I  can  not  turn  that  into  a  percentage  in  my  head. 

Question.  Well,  that  would  be  about  5  per  cent,  would  it  not? 

Answer.  No ;  it  would  be  one-half  of  1  per  cent,  would  it  not  V 

Question.  It  is  one-half  of  1  per  cent,  is  it? 

Answer.  Yes. 

Question.  Thank  you.     My  arithmetic  was  wrong  by  a  decimal  point. 

Answer.  Yes;  and  on  that  basis  there  has  been  an  accumulation  of  reserve. 
Although  there  have  been  write  offs  of  many  small  plants,  like  Livingston^ 
Lewiston,  and  Billings  plants. 

Question.  Then,  if  it  is  half  a  per  cent,  do  you  think  Mr.  Wheeler  has  over- 
estimated when  he  put  in  for  sinking  fund  3  per  cent? 

Mr.  Kelly.  That  is  5  per  cent  of  the  gross,  if  that  is  what  you  are  talking 
about. 

Mr.  Soattergood.  Yes ;  it  really  ought  to  be  calculated  on  the  installation  cost. 

Mr.  Kelly.  The  installation  cost  is  more  than  $7,000,000 :  that  is  the  trouble ; 
and  you  are  getting  the  record  confused ;  because  Mr.  Ken'  is  talking  about  gross 
income,  and  you  are  talking  about  plant  investment. 

Mr.  Dixon.  Yes ;  I  was  frankly  confused.  Yours  is  3  per  cent  of  the  invest- 
ment, and 

Mr.  Soattergood  (interposing).  Let  us  stick  to  investment. 

Mr.  Kelly.  That  is  not  investment.  The  cash  value  was  $52,000,000,  and 
in  1920  it  was  not  that,  because  we  did  not  have  that  much  property,  and  we 
still  have  not  any  figure  that  you  can  calculate  on  when  this  depreciation  was 
set  aside. 

I  do  not  know  what  the  investment  basis  was  at  that  time. 
By  Mr.  Scattergood: 

Question.  Well,  for  the  purposes  of  this  inquiry,  I  would  like  to  have  Mr. 
Kerr's  answers  dinx^ted  to  the  percentage'  based  on  the  investment  cost  of 
the  project.  You  say  you  were  calculating  20  per  cent  of  the  investment  cost 
for  gross  income ;  and  in  order  to  get  comparable  items.  I  was  trying  to  make  up 
the  items  that  would  compose  that  20  per  cent. 

The  first  one  is  allowed  return 

Answer.  If  we  assume  that  $45,000,000  is  the  investment. 

Question.  Well,  so  far  as  the  whol(>  system  is  concerned,  let  that  go. 

Mr.  Kelly.  It  is  based  on  a  $9,000,000  gross  return,  and  the  question  was 
directed  to  an  early  period  of  the  company's  plant,  when  the  gross  was  approxi- 
mately $7,000,000. 

By  Mr.  Scattergood: 
Question.  What  I  was  interested  in  determining  was  Mr.  Kerr's  experienced 
judgment  of  what  should  be  the  particular  percentage  of  these  items  for  these 
plants  to  be  built  at  Flathead. 
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Answer.  Well,  I  will  tell  you  what  my  judgment  as  a  business  man  is,  and 
what  I  have  always  insisted  on  for  my  company,  although  I  have  not  always 
been  indorsed : 

I  do  not  believe  it  is  proper  to  set  up  a  reserve  that  is  larger  than  necessary 
to  do  the  things  it  is  provided  for.  Now,  that  may  be  one  percentage  and  it 
may  be  another,  depending  upon  the  kind  of  structures  that  you  have. 

We  have  had  many  years  of  experience  with  these  properties,  and  we  have 
set  up  what  other  people  call  a  very  small  depreciation,  and  our  brothers  in 
the  business  have  said  that  was  not  the  proper  thing  to  do.  But  if  you  have 
money  enough  in  the  treasury,  in  the  depreciation  reserve,  that  is,  to  pay  for  the 
write  offs  that  you  have  to  take — to  pay  for  the  water  wheel  that  was  used  for 
20  years,  and  if  it  were  paid  out,  and  to  pay  for  the  pole  line  that  had!  to  be 
replaced — that  is  all  there  is  in  depreciation,  it  seems  to  me. 

And  if  our  large  property  uses  as  much  as  3  per  cent,  I  have  not  seen  it. 

Question.  Do  you  suppose  that  Mr.  Wheeler  in  his  estimate  of  3  per  cent 
meant  to  have  this  item  cover  any  form  of  depreciation  item,  of  which  we 
have  just  been  speaking,  and  also  an  amortization  charge? 

Answer.  It  would  appear  to  be  large  enough  for  that. 
.  Question.  It  would  be  big  enough  to  cover  both  of  those  items,  would  it? 

Answer.  It  would  appear  to  be  big  enough. 

Question.  Suppose  we  said  2  per  cent  was  set  aside  for  depreciation  and 
1  per  cent  for  amortization,  would  that  be  ample,  in  any  normal  company? 

Answer.  Two  per  cent  for  depreciation  and  1  per  cent  for  amortization? 

Question.  Yes. 

Answer.  Mr.  Scattergood,  you  are  taking  me  into  a  subject  that  I  am  abso- 
lutely incompetent  to  testify  about.  I  have  never  had  anything  to  do  with  it. 
I  am  not  in  charge  of  financing,  and  it  is  not  part  of  my  duty,  and  I  do  not 
know. 

Question.  Well,  but  you  have  had  charge  of  expensive  plants,  and  you  have 
had  as  much  experience  as  anybody  as  to  what  is  required  to  keep  those  plants 
in  good  condition  and  to  make  up  for  depreciation? 

Answer.  I  have  never  thought  of  it  in  percentages.  It  never  occured  to  me 
in  percentage.  I  have  said  the  practice  was  to  provide  each  year  suflScient 
money  to  keep  up  the  depreciation  reserve  as  it  was  used. 

Question.  So  it  would  be  an  individual  matter  for  the  state  of  each  set  of 
machinery,  for  example? 

Answer.  Yes,  sir. 

Question.  But  it  is  customary,  is  it  not,  in  set-ups  of  this  kind,  to  allow  a 
percentage  for  depreciation? 

Answer.  I  think  they  do ;  undoubtedly  that  is  the  case ;  but  they  are  guesses. 

Question.  Well,  then,  2  per  cent  would  be  enough  anyhow,  if  not  too  much, 
in  your  estimation? 

Answer.  Well,  2  per  cent  of  $50,000,000 

Queston.  Well,  let  us  talk  about  Flathead. 

Answer.  Let  me  see:  It  is  2  per  cent  of  $50,000,000,  which  would  be 
$1,000,000,  would  it  not? 

Question.  Yes. 

Answer.  I  think  $1,000,000  is  a  tremendous  depreciation  account  for  a 
$50,000,000  hydroelectric  plant. 

Question.  Well,  then,  that  confirms  my  previous  question,  that  2  per  cent 
would  be  ample,  if  not  too  much? 

Answer.  Yes,  sir. 

Question.  So  that  Mr.  Wheeler's  proposal  of  3  per  cent  to  include,  say, 
depreciation  and  amortization  together,  is  certainly  a  big  estimate,  and,  in 
all  probability,  following  your  practice,  you  would  not  have  to  set  aside  so 
large  an  amount? 

Answer.  No,  sir. 

Question.  Well,  that,  of  course,  would  work  for  a  reduction  of  rates,  would 
it  not,  because  all  of  these  figures  come  out  of  the  Tate  payer  in  the  last 
analysis? 

Answer.  It  would  work  a  reduction  of  rates  on  our  plant. 

Question.  That  is  what  I  mean. 

Answer.  Yes,  sir. 

Question  Now,  coming  to  the  item  of  operating  expenses,  which  is  the  next 
one  in  his  list,  I  see  he  has  allowed  l^/^  per  cent.    What  do  you  say  about  that? 

Answer.  My  experience,  as  I  remember  it,  calls  for  about  eight  or  nine 
dollars  per  kilowatt-year  for  operating  expenses. 
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Question.  Can  you  express  that  in  percentage  on  normal  cost  of  installation, 
so  as  to  stick  to  the  same  basis  of  comparison  that  we  are  developing? 

Mr.  Kelly.  Again  let  me  say,  Mr.  Scattergood,  that  Mr.  Cochrane  has  all 
of  that  stuff. 

Mr.  Scattergood.  Would  you  rather  have  all  this  developed  by  Mr.  Cochrane 
alone? 

Mr.  Kelly.  Yes. 

Mr.  Russell.  The  fact  is  that  Mr.  Kerr  learns  of  this  from  the  service  end 
and  probably  not  from  the  accounting  end. 

Mr.  Kelly.  He  is  not  an  accountant  and  is  not  familiar  with  that  end. 

Mr.  Scattergood.  Well,  it  does  not  make  any  difference  to  us  how  you  bring 
this  out — if  you  would  prefer,  it  can  be  brought  out  through  Mr.  Cochrane. 

The  Witness.  I  would  prefer  that.  He  is  more  competent  than  I  am  to 
answer  that. 

Mr.  Scattergood.  All  right ;  we  will  take  that  up  later. 

Now,  one  broad  matter  of  policy  that  I  wanted  to  lead  up  to  was  trying 
to  reach  a  total  on  these  various  necessary  items :  and  it  would  be  rather 
difficult  to  ask  him  the  next  question  that  I  wanted  to  ask  until  I  knew 
what  Mr.  Cochrane's  answer  would  be  to  the  summation  of  these  various 
items. 

The  Witness.  Mr.  Cochrane  can  answer  that  question  for  me. 

By  Mr.  Scattergood: 

Question.  Well,  perhaps,  I  can  just  anticipate  the  figures,  and  say,  suppose 
the  total  of  these  items  would  reckon  up  to  be  something  like  13  or  14  or  15 
per  cent,  we  will  say,  for  all  the  items  of  allowed  return — repairs,  taxes,  opera- 
tion, amortization  charge,  management  charge — and  every  one  of  those  things, 
they  would  not  in  any  event  in  a  normal  company  exceed  15  per  cent,  would 
they? 

Answer.  They  could  not  be  greatly  different  between  any  two  companies  on 
any  one  site. 

Question.  How  is  that? 

Answer.  They  could  not  be  greatly  different  between  any  two  companies 
on  any  one  site ;  that  is  obvious. 

Question.  Well,  on  ordinary  calculations  15  per  cent  would  be  a  liberal 
allowance,  would  it  not? 

Answer.  It  sounds  like  it. 

Question.  Now,  what  would  you  expect  that  the  difference  between  that  15 
per  cent  and  the  20  per  cent  that  you  think  ought  to  be  earned  in  gross,  bearing 
in  mind  that  the  allowed  return  had  already  been  taken  care  of,  would  be? 

Answer.  I  said  that  20  i>er  cent  gross  was  necessary  to  make  a  living.  When 
I  said  that  I  meant  that  the  difference  between  ordinary,  usual  operating  ex- 
penses— regular  charges,  and  a  20  per  cent  gross,  was  proper. 

By  Mr.  Bonner: 
Question.  You  are  considei-ing  in  that  connection  .the  entire  system,  and  not 
simply  one  generating  plant  V 
Answer.  No,  sir. 

Question.  You  were,  were  you  not? 
Answer,  I  was  considering  it  as  a  genei-al  system. 
Question.  Yes;  and  not  as  just  an  operating  plant? 
Answer.  Not  one  isolated  generating  plant. 

By  Mr.  Scattergood  : 

Question.  Well,  the  cost  of  the  site  would  liavo  to  be  considered? 

Answer.  Yes,  sir. 

Question.  Now,  in  this  case,  where  you  would  not  liave  to  make  any  outlay 
for  the  lands  or  the  value  of  the  site,  this  situation  takes  on  a  different  basis, 
where  you  would  have  to  pay  for  such  an  item? 

Answer.  Am  I  to  assume  from  that,  that  if  we  get  this  site  we  are  not  to 
pay  anything  for  It? 

Question.  No. 

Answer.  That  was  the  statement,  was  it  not? 

Question.  No;  I  would  not  say  that.  I  wanted  to  know  whether  it  would 
not  be  a  fair  basis  of  comptmsation,  in  the  matter  of  rental  to  the  Indians, 
to  take  for  the  Indians  the  difference  between  what  would  be  a  fair  gross 
return  on  the  property  at  the  switchboard,  and  a  summation  of  all  of  these 
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Items  that  we  were  talking  about ;  would  not  that  be  a  fair  representation 
of  the  value  of  the  site? 

Answer.  I  would  say  that  that  question  is  too  complicated  for  me;  I  can 
not  answer  it. 

Question.  Does  that  mean  that  you  do  not  want  to  answer  it? 

Answer.  No,  sir ;  it  does  not. 

Question.  Well,  you  made  the  remark  the  other  day  that  $1  per  horsepower 
was  the  limit  that  you  could  pay  the  Indians. 

Answer.  I  did. 

Question.  Well,  I  was  wondering  whether  that  $1  that  you  mentioned  would 
seem  to  be  all  that  the  situation  would  stand,  in  view  of  the  figures  that  we 
have  just  been  developing? 

Answer.  At  the  time  that  statement  was  made — and  it  is  still  my  opinion 
that  the  gross  income  from  this  plant  sold  in  the  territory  it  is  obliged  to  be 
sold  in,  will  not  be  more  than  $2,000,000.  And  I  always  figured  that,  ultimately, 
the  Indians  would  probably  get  in  the  neighborhood  of  $100,000,  and  that  five 
per  cent  of  the  gross  in  cash  was  a  pretty  stiff  rental. 

Question.  Well,  $2,000,000  gross  income  on  an  $8,000,000  cost  would  mean 
25  per  cent  gross  return,  would  it  not? 

Answer.  Well,  I  am  wrong  on  my  figures. 

Question.  Well,  are  you  wrong  because  you  did  not  get  as  big  a  gross  income 
as  25  per  cent? 

Answer.  I  said  that  I  figured  that  the  utmost  that  might  ever  be  gotten  out 
of  this  plant  probably  was  $2,000,000,  and  I  said  that  the  $1  horsepower,  if 
it  amounted  to  $100,000,  would  be  5  per  cent ;  if  the  gross  income  was  less  than 
that,  it  would  be  more. 

Question.  Well,  do  you  expect  to  have  a  gross  income  of  $2,000,000  out  of 
this  property? 

Answer.  I  said  that  was  an  outside  figure  that  could  never  be  earned. 

Question.  Well,  if  you  could  get  that  gross  return  on  a  cost  of  $8,000,000, 
it  would  be  an  extraordinarily  wonderful  investment,  would  it  not? 

Answer.  If  you  have  an  admitted  $2,000,000  worth  of  transmission  lines? 

Question.  That  is  all  right.  But  on  the  production  cost  of  this  property, 
if  you  could  get  that  much  out  of  the  sale  of  electricity,  it  would  be  an 
unusual  return? 

Answer.  You  can  not  get  that,  except  you  deliver  the  electricity. 

Question.  Well,  that  can  be  developed  in  connection  with  the  transmission 
costs. 

Now.  directing  our  attention  to  installation  matters,  you  said  some  time  in 
your  testimony  that  you  felt  that  you  needed  the  Flathead,  and  you  could  have 
an  immediate  demand  for  all  that  you  could  produce;  is  that  right? 

Answer.  Well,  I  mean  by  "  immediate  " 

Question.  By  the  time  it  would  be  built? 

Answer.  I  would  not  say  that.  I  did  not  intend  to  say  that  24  hours  after 
the  wheels  were  in  oi)eration  we  would  have  a  full  output  on  it.  That  is 
impossible. 

Question.  But  reasonably  soon,  you  would  expect  to  use  it  all. 

Answer.  Reasonably  soon.     I  would  say  certainly  within  24  months  or  so. 

'Question.  Mr.  Kerr:  I  was  absent,  unfortunately,  unavoidably,  on  the 
morning  that  you  first  testified,  and  I  did  not  gather  what  installation  you 
proposed  to  put  at  the  Flathead  Site  No.  1.     Can  you  state  now? 

Answer.  Well,  I  asked  Mr.  Cochrane  then,  and  I  will  ask  him  now. 

Mr.  Cochrane.  Three  50,000-horsepower  generating  units. 

By  Mr.  Scattergood  : 

Question.  Well,  do  you  remember  when  we  are  at  St.  Igatius  we  were  talking 
about  the  site,  and  you  said  that  you  then  thought  that  you  would  install  two 
65.000-kilowat  machines? 

Answer.  Yes. 

Question.  Was  that  an  inaccurate  prediction? 

Answer.  That  has  been  changed  since  then  by  conference  between  the 
engineers  for  the  power  company  and  the  engineer  of  the  Federal  Power 
Commission,  Major  Butler. 

Question.  In  other  words,  you  now  have  in  mind  installing  three  50,000- 
horsepower  capacity? 

Answer.  Yes,  sir. 
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Question.  That  would  be  a  total  of  150,000  horsepower  installation'' 

Answer.  Yes. 

Question.  Do  you  remember  that  when  we  were  talking  at  St.  Iguarius  you 
estimated  that  you  would  get  eight  months  capacity  at  130,000  kilowatts  and 
four  months  capacity  at  83,000  kilowatts? 

Answer.  It  was  the  other  way  around,  was  it  not? 

Question.  No ;  that  was  the  statement  that  you  made  to  me,  I  think. 

Answer.  Well,  obviously  it  must  have  been  the  other  way  around.  Eight 
months  is  the  low  period  and  four  months  is  the  high  period. 

Question.  I  misunderstood  you,  then,  when  you  made  that  statement. 

Answer.  Yes — or  else  I  misstated  it  myself.  It  is  obvious  that  it  could  not 
be  that  way. 

Q.  Do  you  think  it  is  obvious  that  you  could  not  have  four  months  of 
flow 

Answer.  Four  months  of  flood. 

Question.  Four  months  of  flood.  That  you  really  would  only  have  four 
months  when  you  could  use  the  full  installation? 

Answer.  Yes,  sir. 

Question.  You  are  making  that  calculation? 

Answer.  Oh,  I  am  confident  that  that  is  substantially  the  time. 

Question.  Have  you  or  Mr.  Cochrane  ever  figured  the  number  of  kilowatts 
that  you  expect  this  plant  to  develop? 

Answer.  He  has  that  figure. 

Question.  He  has. 

Now.  just  a  few  questions  about  water :  Are  we  correct  in  the  understanding 
that  your  calculation  of  80,000  horsepower  is  based  on  a  flow  of  54,000  cubic 
feet  per  second? 

Mr.  Bonner.  Five  thousand  four  hundred. 

Mr.  ScATTERGOOD.  Five  thousand  four  hundred.     I  beg  your  pardon. 

The  Witness.  Yes,  sir;  5,400. 

By  Mr.  Scattergood  : 

Question.  That  is  with  a  range  of  10  feet  storage  in  the  lake? 

Answer.  Yes,  sir. 

Question.  Do  you  think,  then,  that  Mr.  Wheeler's  6,000  cubic  feet  a  secon' 
estimate  is  an  unduly  large  estimate  under  the  circumstances? 

Answer.  I  can  not  see  how  it  can  be  accomplished,  unless  you  lower  the 
opening  of  the  lake. 

Question.  And  if  you  did  lower  the  lake  by  3  feet,  would  that  accomplish  it? 

Answer.  Perhaps  it  would ;  yes,  sir. 

Question.  Do  you  think  that,  in  the  public  interest,  to  develop  as  large  an 
amount  of  power  as  possible,  the  lake  should  be  lowered? 

Answer.  I  do  not. 

Question.  For  what  reason? 

Answer.  Well,  you  asked  me  if  I  thought  so  in  the  public  interest.  I  think 
that  the  lake  is  already  as  low  as  it  ought  to  run ;  that  its  shore  lines  and  its 
situation  ought  not  to  be  destroyed  any  more,  either  up  or  down,  than  is 
absolutely  necessary. 

Question.  Well,  how  much  of  a  period  in  the  year,  or  in  the  course  of  years, 
would  the  water  discharge  be  likely  to  be  so  low  as  to  interfere  with  the  shore 
lines,  or  with  the  harbor  at  Poison? 

Answer.  I  have  not  the  figures. 

Question.  The  figures  would  tell  that,  would  they? 

Answer.  The  figures  would  tell  that. 

Question.  Well,  Mr.  Wheeler  estimates  $100.(XM)  as  the  cost  of  loweiiim  ihe 
outlet  3  feet.     Do  you  think  that  is  a  fairly  accurate  estimate  of  the  cost  V 

Answer.  It  seems  to  me  it  is  low. 

Question.  It  seems  to  you  to  be  low? 
Answer.  Yes,  sir. 

Question.  Have  you  made  any  estimates  of  what  the  cost  would  be? 

Answer.  I  do  not  know  whether  Mr.  Cochrane  has  or  not.  I  have  never  asked 
him. 

Mr.  Dixon.  It  is  more  than  a  3-foot  lowering  of  the  water.  It  would  bring 
it  down  to  2,875. 

Mr.  Scattergood.  Well,  it  wouhl  bring  the  lev«*l  down  to  2,880. 

Mr.  Dixon.  No;  I  think  down  to  2,875  elevation  is  what  Mr.  Wheeler  proposed 
to  dredge. 
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Mr.  Kelly.  Two  thousand  eight  hundred  and  eighty-two  is  low  water. 

Mr.  Dixon.  Then  that  would  be  an  18-foot  range.  That  would  develop  a 
great  deal  more  than  6,000  second-feet,  would  it  not? 

Mr.  Wheeler.  May  I  interrupt  and  make  an  explanation?  There  has  been 
some  confusion  as  to  what  I  said  as  to  the  elevation  and  the  flow. 

I  testified  that  there  was  only  one  year,  according  to  our  figures,  between 
1908  and  1928,  in  a  period  of  20  years,  when  it  would  be  necessary  to  draw 
the  lake  below  elevation  2,882. 

Mr.  Dixon.  That  is  what  you  call  low  water? 

Mr.  Wheeler.  Yes.  And  that  year  it  would  have  been  necessary  to  draw  it 
4own  to  about  2,878,  in  order  to  keep  up  the  6,000  second-feet. 

The  Witness.  May  I  ask  a  question  at  this  point? 

Mr.  Dixon.  Yes;  certainly. 

The  Witness.  Will  the  mouth  of  the  lake  discharge  6,000  second-feet  at 
2,882? 

Mr.  Wheeler.  Not  without  dredging. 

By  Mr.  Scattergood: 

Question.  Then  do  we  understand  from  what  Mr.  Wheeler  says  that  in  the 
■20  years  of  history  of  that  water  j^ou  would  be  able  to  get  6,000  second-feet  of 
water  continuously  except  at  one  low-water  period? 

Answer.  The  mouth  of  the  lake  will  not  discharge  6,000  second-feet  with  that 
■draw  down. 

Question.  You  would  have  to  widen  that  or  deepen  it? 

Answer.  Yes,  sir. 

Question.  And  to  provide  that  he  has  estimated  $100,000.  Now,  do  you 
think,  in  the  interest  of  conservation,  that  the  site  ought  to  be  developed  in 
that  small  item  to  get  that  increased  amount  of  power? 

Answer.  Well,  I  have  a  personal  opinion  about  it.  but  I  will  say,  as  far  as 
theh  company  is  concerned,  we  will  do  it  any  way  the  commission  feels  it  ought 
to  be  done. 

By  Mr.  Dixon  : 

Question.  But  the  lowering  of  Flathead  Lake  to  2,878  would  absolutely  ruin 
it  for  scenic  purposes? 

Answer.  I  would  think  so ;  yes,  sir. 

Mr.  Scattergood: 

Question.  Well,  to  make  it  clear,  from  what  Mr.  Wheeler  said,  that  would 
only  be  for  a  short  period  of  one  time  in  20  years,  if  history  repeats  itself. 

Answer.  Well,  I  confess  that  I  am  not  quite  clear  whether  Mr.  Wheeler  is 
assuming  that  in  those  19  years  6,000  second-feet  could  be  discharged  from 
the  lake  and  recovered  from  the  lake  above  2,882,  which  I  am  told  by  the 
engineers  is  necessary  to  get  6,000  second-feet  through  the  mouth  of  the  lake. 

Question.  In  any  event,  it  would  be  your  intention  to  have  Mr.  Cochrane 
develop  this  matter? 

Answer.  Yes,  sir. 

Question.  With  the  chart  that  he  has  already  prepared? 

Answer.  Yes,  sir. 

^Question.  Will    he    also    develop   the    difference    in    time    in    the    low-water 
periods  east  of  the  Rockies  and  west  of  the  Rockies? 

Answer.  He  can  answer  those  questions  far  better  than  I  can. 

Question.  Now,  a  few  questions  about  Thompson  Falls :  I  understood  you 
to  say  yesterday  that,  based  on  9,000  cubic  feet  a  second — that  Thompson 
Falls  calculations  are  based  on  9,000  cubic  feet  a  second? 

Answer.  Yes,  sir. 

Question.  That  is  correct,  is  it? 

Answer.  I  think  so. 

Question.  Now,  what  is  the  approximate  flow  of  Flathead  River  without 
storage? 

Answer.  The  low  flow,  I  think 

Question.  No:  at  the  lake,  say? 

Answer.  I  think  the  mean  low  flow,  if  there  is  any  such  term,  is  probably 
2,000  to  2,200  second-feet ;  sometimes  as  low  as  1,500. 

Question.  Now,  it  is  calculated  that  with  storage  that  would  be  increased  to 
5,400  or  6,000  second-feet — whatever  basis  we  work  on? 

Answer.  Yes,  sir. 
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Question,  According  to  the  figures  you  have  just  been  talking  about? 

Answer.  That  would  be  only  applicable  to  a  part  of  the  year,  though. 

Question.  Only  to  a  part  of  the  year? 

Answer,  Yes,  sir. 

Question.  Well,  it  would  at  least  mean  4,CK)0  or  5,000  cubic  feet  a  second^ 
with  storage,  at  all  seasons  of  the  year,  would  it  not? 

Answer.  Well,  you  see,  at  Thompson  Falls 

Question.  No;  we  are  talking  about  Flathead  now.  I  went  up  the  river  to 
Flathead. 

Answer,  I  say  it  is  very  important  to  realize  that  Thompson  Falls'  flow 
is  about  9,000  second-feet  many  months  in  the  year. 

Question.  Of  course.  But  your  calculations  are  based  on  the  minimum  of 
9,000? 

Answer.  Yes ;  the  Flathead  storage  would  be  helpful  to  Thompson  Falls  only. 

Question.  What  I  am  trying  to  lead  up  to  is:  How  many  additional  cubic 
feet  a  second  will  be  available  at  all  times  for  the  wheels  at  Thompson  ITalU 
by  virtue  of  the  storage  at  Flathead  Lake? 

Answer.  I  can  not  tell  you. 

Question,  Could  Mr,  Cochrane  develop  that? 

Answer.  I  think  so. 

Question.  Is  the  Thompson  Falls  plant  equipped  to  take  on  and  to  produce 
the  additional  current  that  would  be  available  with  this  increased  flow  of  the 
river  from  the  storage  at  Flathead? 

Answer.  I  think  so. 

Question.  You  won't  have  to  add  new  machinery  there  at  all? 

Answer,  No,  sir. 

Question,  Will  Mr.  Cochrane  submit  some  flgures  in  reference  to  transmission- 
line  costs,  or  do  you  prefer  to  talk  about  that? 

Answer.  He  has  that. 

Mr.  ScATTEEGOOD.  Mr.  Secretary,  that  is  all  I  desire  to  ask  this  witness,  then. 

By  Mr.  Foebes  : 

Question.  Mr.  Kerr,  isn't  it  a  fact  that  recently  your  company  purchased  the 
Missoula  plant  from  the  Clark  interests? 

Answer.  The  Montana  Power  Co.? 

Question.  Yes. 

Answer.  No,  sir. 

Question,  Do  you  know  if  the  American  Power  &  Light  Co.  purchased  that 
plant? 

Answer.  Yes,  sir. 

Mr,  Lawson.  Mr,  Chairman,  I  would  like  to  ask  one  or  two  questions  of  Mr. 
Kerr, 

By  Mr.  Lawson  : 

Question,  Mr.  Scattergood  has  drawn  out  your  ideas  of  the  value  or  charge 
made  for  the  benefit  of  the  Indians.  Have  you  based  that  upon  a  necessity 
for  fixing  that  charge  for  the  full  50  years,  or  would  it  bear  readjustment  in 
accordance  with  the  provisions  of  the  Federal  water  power  act  at  the*  end  of 
20  years  and  each  10  years  thereafter? 

Answer.  I  am  obliged  to  say  that  when  that  proposal  was  made  it  was  ifot 
made  on  accurate  detailed  figures.  It  was  in  a  conference,  as  I  told  you,  in 
this  building  some  two  and  a  half  years  ago,  in  which  I  was  being  persuaded 
to  make  as  high  a  bid  as  possible. 

Question.  Your  interest  in  the  site  would  not  be  lost  if  you  were  under  the 
necessity  of  submitting  to  that  provision  in  the  Federal  water  power  act, 
would  it? 

Answer.  I  would  not  say  that  it  would.     I  don't  know. 

Question.  Would  your  company  be  willing  to  pay  any  additional  sum  which 
the  commission  might  deem  to  be  fair,  in  view  of  the  increased  power  avail- 
able to  you  at  the  Thompson  site? 

Answer.  You  mean 

Question.  I  will  explain.  There  is  a  provision  in  the  Federal  water  power 
act  that  one  licensee  benefiting  from  the  storage  accumulated  by  another 
licensee  may  be  required  to  pay  an  equitable  portion  of  the  cost  of  that  addi- 
tional storage.    Would  you  be  willing  to  pay  that  also  to  the  Thompson  Falls? 

Answer.  That  Is  automatic  in  the  law. 
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Question.  That  is  automatic.  I  didn't  know  if  the  Thompson  Falls  plant  was 
under  license. 

Answer.  It  is  not.     It  is  a  fee  simple  plant. 

Question.  That  being  true,  would  you  be  willing  to  pay  any  additional  sum 
on  account  of  that  increased  storage? 

Answer.  We  doubt  the  right  of  the  Government  to  incorporate  it,  and  I  would 
have  to  answer  that  by  saying  all  of  the  terms  of  the  license  would  have  a 
bearing  on  it. 

Question.  I  am  not  insisting  upon  the  right;  I  was  simply  asking  as  to  your 
willingness. 

Mr.  Grorud.  I  would  like  to  ask 

Mr.  Keixy.  I  was  going  to  suggest,  in  connection  with  the  questions  just  put, 
that  I  think  the  suggestion  made  by  Secretary  Dixon  the  other  day  perhaps  is 
not  understood  or  comprehended  here,  namely  that  it  is  not  our  view  that  it  is 
the  function  of  this  commission  to  get  all  the  money  they  can  for  the  Govern- 
ment out  of  the  use  of  these  waters.  When  the  State  of  Montana  came  into 
>he  Union  these  waters  within  the  State  of  Montana  belonged  to  the  State  of 
Montana  and  belonged  to  the  people  of  the  State,  and  it  should  not  be  the 
purpose  of  this  commission  to  saddle  on  to  this  project  all  the  money  that  the 
Government  may  be  able  to  extract  for  the  use  of  these  sites  for  somebody 
else's  benefit  and  make  the  people  of  Montana  pay  for  it  in  rates. 

Mr.  Ely.  Do  you  think  the  power  site  belongs  to  the  people  of  Montana? 

Mr.  Kelly.  No  ;  I  do  not ;  but  I  think  the  power  site  is  a  small  part  of  the 

energy  that  is  going  to  be  sold  to  the  people,  and  I  think  it  should  be  the  duty 

of  this  commission  and  the  purpose  of  this  inquiry  to  determine  how  much 

money  will  fairly  compensate  the  Indians  for  the  lauds  which  they  are  putting 

in,  which,  as  I  suggest,  is  a  small  part  of  the  energy  that  is  going  to  be  sold 

to  the  people,  and  that  if  the  commission  decides  that  the  reclamation  project 

has  certain  rights,  they  should  be  fairly  treated,  but  that  you  should  not  charge 

*  to  this  company  a  rental  for  the  entire  site  and  take  the  money  out  of  the 

pockets  of  the  users  of  power  in  Montana  for  the  energy  that  this  water  is  going 

to  develop,  because  this  water  does  not  belong  to  the  Government;  it  belongs 

to  the  people  of  the  State  of  Montana.     So  that  I  think  our  inquiry  should  not 

be  directed  as  to  how  much  money  you  can  pay,  but  what  is  fair  to  the  Indians 

and  what  is  fair  to  the  Reclamation  Service. 

Mr.  Jellison.  May  I  say  a  few  words  there? 

Mr.  Dixon.  Just  a  moment.     In  other  words,  this  powder  site  belongs  to  the 
Flathead  Indians. 
Mr.  Kelly.  Yes. 

Mr.  Dixon.  The  water  belongs  to  the  people  of  Montana. 
Mr.  Kelly.  That  is  the  thought. 
Mr.  Dixon.  It  is  a  dual  partnership. 
Mr.  Kelly.  Yes. 

Mr.  Dixon.  And  under  the  Montana  law  the  first  appropriator  in  time  is  the 
first  in  right  to  the  use  of  the  water. 

Mr.  Grorud.  May  I  ask  how  much  the  Montana  Power  Co.  is  paying  the 
State  of  Montana  for  the  other  waters  used  by  the  various  Montana  Power 
Co.   plants? 

Mr.  Kelly.  The  Public  Service  Commission  permits  us  to  earn  upon  the 
money  we  put  into  the  structures  in  the  utilization  of  this  water,  and  we  have 
an  assessed  valuation  of  $52,000,000,  representing  the  plants  there  in  Montana 
now,  on  which,  as  Mr.  Kerr  has  just  testified,  we  have  been  earning  for  the 
last  five  years  approximately  $9,000,000.  We  are  not  collecting  from  the  people 
of  Montana  and  have  not  been  collecting  any  money  for  the  use  of  these  waters. 
We  have  been  collecting  money  for  the  utilization  of  the  plants  which  are  in- 
stalled in  the  development  of  the  power  there. 

Mr.  Lawson.  I  want  to  suggest  for  the  record  that  the  questions  presented  by 
Mr.  Kelly  are  questions  of  law  more  properly  to  be  argued  out  in  the  brief,  and 
they  are  not  matters  for  testimony. 

Mr.  Dixon.  It  was  just  to  have  it  in  the  nature  of  informative  matter  for  the 
consideration  of  the  commission  as  we  pass  along. 

Mr.  ScATTERGOOD.  I  was  going  to  ask  Mr.  Kelly,  if  I  may,  Mr.  Secretary, 
whether  he  would  still  hold  to  the  same  view  that  he  has  expressed,  if  the  rates 
to  the  consumers  generally  in  Montana  would  not  have  to  be  in  any  way  raised 
by  virtue  of  any  determination  in  regard  to  the  Flathead  site? 
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Mr.  Kexly.  The  more  money  that  this  commission  will  exact  from  anybody 
who  develops  this  site,  the  more  the  people  of  Montana  will  will  have  to  pay 
for  this  power.  That  is  just  as  elementary  as  any  proposition  can  be  made. 
The  thought  I  wanted  to  get  actoss  was  that  it  was  not  the  purpose  or  province 
of  this  commission  to  see  how  much  money  they  could  get,  but  rather  to  deter- 
mine what  was  fair  to  the  Indians  and  to  the  settlers  interested,  for  the  prop- 
erty which  they  were  putting  into  this  enterprise,  but  that  the  water,  the  thing 
that  creates  the  power,  belongs  to  the  people  of  Montana,  and  is  not  for  this^ 
commission  to  rent  out  to  anybody.  It  doesn't  belong  to  the  Government  of  the 
United  States  and  has  not  since  Montana  became  a  State. 

Mr.  Russell.  But  the  act  requires  this  commission  to  exercise  jurisdiction. 

Mr.  Kelly.  Certainly. 

Mr.  Russell.  You  don't  ask  us  to  violate  the  law,  do  you  V 

Mr.  Kelly.  I  am  trying  to  suggest  that  you  follow  it. 

Mr.  Dixon.  Mr.  Jellison,  representing  the  upper  valley,  wanted  to  ask  a 
question. 

Mr.  Jellison.  It  is  the  opinion  of  most  everyone  in  the  Flathead  Valley  that, 
the  waters  belong  to  the  State  of  Montana  and  that  they  have  a  property  right 
ija  the  waters  of  the  State  of  Montana,  and  if  there  is  any  revenue  to  be  detived 
from  the  waters  it  should  go  to  all  the  people  of  Montana  and  not  in  any  way 
to  the  Indians  or  to  the  power  company  that  develops  this  site. 

Mr.  Dixon.  I  think  that  is  one  phase  of  this  question  that  has  largely  been 
overlooked  in  this  whole  situation.  The  water  there  belongs  to  the  people  of 
the  State,  not  to  the  Flathead  Indians.    Now,  Mr.  Grorud? 

By  MT.  Grorud: 

Question.  Mr.  Kerr,  have  you  made  any  other  proposal  excepting  the  one 
dated  February  17,  1927? 

Answer.  Yes,  sir ;  the  proposal  with  respect  to  the  power  that  might  be  de- 
livered to  the  farmers  was  amended  in  a  memorandum  dated  some  time  in  • 
December,  1928,  I  believe. 

Question.  And  what  w^as  that  amendment,  Mr.  Kerr? 

Answer.  It  has  been  read  into  the  record  here. 

Question.  That  is  the  15,000  horsepower? 

Answer.  Yes,  sit. 

Question.  In  this  proposal  of  February  17,  1927,  you  state  that  the  re- 
mainder— that  is,  the  remainder  will  probably  be  divided  between  the  Flathead 
Indians  as  a  tribe  and  the  United  States,  on  account  of  irrigation  projects,  in 
the  proportion  of  one-third  to  the  tribe  and  two-thirds  to  the  irrigation  projects. 
Now,  w^as  that  your  proposition? 

Answer.  That  was  not  our  proposition. 

Question.  Did  you  agree  to  that? 

Answer.  No,  sir. 

Question.  Whose  proposition  was  that? 

Answer.  To  the  best  of  my  knowledge  it  was  the  conclusion  of  the  then 
representatives  of  the  Indian  Department. 

Question.  Who  were  they,  Mr.  Kerr? 

Answer.  Those  iil  the  conference,  as  I  remember  it,  were  Mr.  John  Truesdell. 

Question.  Is  Mr.  Truesdell  still  with  the  department? 

Answer.  I  don't  know,  Mr.  Reed. 

Question.  Is  Mr.  Reed  at  this  hearing  now  ? 

Answer.  Yes,  sir ;  Mr.  Hanna. 

Question.  Mr.  Hanna  is  present  here? 

Answer.  Yes,  sir. 

Question.  Still  with  the  department? 

Answer.  So  far  as  I  know ;  yes,  sir.    Mr.  Rose,  Mr.  Flickinger. 

Question.  Mr.  Flickinger,  is  he  present  here? 

Answer.  Yes,  sir. 

Question.  Mr.  Merrill? 

Answer.  He  never  was  in  the  conference  that  I  remember  of. 

Question.  How  about  Mr.  E.  B.  Meritt,  Assistant  Commissioner  of  Indian 
Affairs  at  that  time? 

Answer.  He  never  was  in  the  conference  that  I  attended. 

Question.  Who  is  Mr.  Rose? 

Answer.  My  information  is  that  he  was  a  young  engineer  in  the  service  of 
the  Indian  Department  in  some  capacity. 
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Question.  He  had  made  a  report  on  the  Flathead  project  before  that  time, 
had  he  not? 

Answer.  I  only  know  that  by  hearsay.    I  never  saw  it. 

Question.  You  never  saw  it? 

Answer.  No. 

Question.  With  the  giving  of  the  15,000  horsepower  to  the  irrigation  project, 
would  it  be  possible  for  you  to  pay  more  rental  to  the  Indians  for  the  site? 

Answer.  I  don't  think  you  have  stated  your  question  as  you  probably  in- 
tended to. 

Question.  If  that  was  not  made  a  condition  precedent,  giving  the  15,000  horse- 
power at  cost,  or  at  a  low  price? 

Answer.  Obviously  it  costs  money  to  furnish  this  15,000  horsepower  at  the 
prices  named. 

Question.  And  how  much  would  that  amount  to  in  50  years,  the  term  of  the 
license  ? 

Answer.  I  think  that  is  a  very  debatable  question.  On  the  face  of  it,  at  one 
extreme  it  might  be  claimed  that  this  was  the  sale  of  15,000  horsepower  firm, 
and  that  anyone  signing  such  a  contract  would  have  to  presume  that  he  would 
have  to  furnish  it.  If  he  had  to  furnish  less  than  that  amount,  the  cost  of  it 
would  be  less.  I  don't  think  that  I  would  want  to  undertake  to  testify  exactly 
what  the  value  of  that  is. 

Question.  When  you  made  this  proposal  on  the  17th  of  February,  the  act  of 
June  10,  1926,  as  reenacted  January  12,  1927,  was  still  in  effect  at  that  time 
when  you  made  this  proposition  and  when  you  had  your  conferences  with  the 
Indian  Department? 

Answer.  Yes,  sir. 

Question.  Wasn't  it  conceded  by  everyone  at  that  time  that  the  provisions  of 
the  act  could  not  be  carried  out? 

Answer.  Well,  I  certainly  was  not  of  that  impression ;  no,  sir. 

Question.  You  were  under  the  impression  that  the  small  unit  would  be  built 
at  that  time,  that  the  Secretary  of  the  Interior  would  allow  the  small  project 
to  be  constructed? 

Answer.  That  was  certainly  the  premise  that  I  worked  on,  because  I  was 
trying  to  persuade  the  Secretary  of  the  Interior  and  the  Indian  Department  to 
either  buy  power  from  us  at  prices  which  I  considered  less  than  they  had  pro- 
posed that  they  could  make  it  for  themselves,  or  to  do  the  other  thing,  allow 
the  development  of  the  site  and  substitute  the  power  that  they  might  get  by 
building  the  plant  themselves. 

Question.  Do  you  recall,  Mr.  Kerr,  that  on  the  18th  of  February — that  is,  the 
day  after  this  proposal — that  a  conference  was  held  in  the  oflice  of  Senator 
Walsh  in  the  Senate  Office  Building? 

Answer.  I  remember  a  conference  was  held  there.    I  wouldn't  say  the  day. 

Question.  You  were  present? 

Answer.  I  think  so. 

Question.  And  the  two  Senators  from  Montana  and  Mr.  Leavitt,  Mr.  Evans, 
and  Mr.  Truesdell? 

Answer.  Yes,  sir. 

Question.  And  the  other  representatives  from  the  department  and  myself? 

Answer.  Yes,  sir. 

Question.  Was  anything  said  with  reference  to  this  proposal  at  that  time? 

Answer.  My  recollection  of  that  conference  is  that  there  was  a  good  deal 
of  discussion  of  the  respective  interests  of  the  Indians  and  whites  in  the 
project,  and  that  a  rather  indefinite  conclusion  was  reached,  and  I  would  not 
be  able  to  say  now  just  what  that  conclusion  was. 

Question.  About  the  existence  of  this  proposal,  that  was  not  revealed  to  any 
of  the  members  of  the  conference — I  mean  the  Senators  who  were  at  the 
conference? 

Answer.  I  don't  remember  that ;  no.    I  don't  know  whether  it  was  or  not. 

Question.  And  subsequently,  on  the  4th  of  March,  1927,  another  conference 
was  held  in  the  same  room,  was  it  not? 

Answer.  I  think  so. 

Question.  And  were  the  same  members  present? 

Answer.  I  think  exactly  the  same. 

Question.  And  again  was  the  existence  of  this  proposal  revealed? 

Answer.  I  can't  say  now.     I  thought  it  was. 

Question.  Is  it  not  a  fact,  Mr.  Kerr,  that  Senator  Walsh  or  Senator  Wheeler 
did  not  know  of  its  existence  in  the  month  of  August,  1927? 
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Mr.  Pope.  I  object  to  all  this  line  of  examination  for  the  reason  that  what 
Senator  Walsh  or  Senator  Wheeler  knew  is  wholly  immaterial  and  irrelevant 
in  connection  with  any  issues  before  this  commission. 

Mr.  Dixon.  I  think  that  is  perfectly  apparent.  I  didn't  know  what  Mr. 
Grorud  was  leading  up  to. 

Mr.  Gborud.  It  was  just  preliminary;  I  will  follow  this  up  and  the  question 
should  be  permitted. 

Mr.  Kelly.  Are  you  going  to  prove  by  this  witness,  Mr.  GroiTid,  that  the 
Indian  Department  kept  it  secret  from  the  Senators  from  Montana? 

Mr.  Gbobud.  Yes;  from  the  Indians. 

Mr.  Kelly.  Supposing  they  did,  is  Mr.  Kerr  at  fault  in  that? 

Mr.  Grobud.  No  ;  but  I  think  he  should  have  revealed  it.  He  knew  of  its 
existence. 

Mr.  Dixon.  What  are  you  trying  to  prove  by  this  witness,  Mr.  Grodud? 

Mr.  Grobud.  I  will  drop  that  for  the  time  being. 

Question.  Mr.  Kerr,  you  testified  with  reference  to  having,  at  being  present 
at,  a  powwow  at  Hamilton  on  the  22d  and  23d  of  September,  1927.  Now,  how 
did  you  happen  to  be  there,  Mr.  Kerr? 

Answer.  I  stated  for  the  record  that  some  days  prior  to  that  time  I  received 
a  long-distance  telephone  call,  and  upon  answering  it  I  found  that  the  party 
calling  me  was  named  Sid  Ward,  a  person  whom  I  had  never  known,  inviting 
me  to  come  to  a  powwow  with  the  Indians  at  his  ranch  in  Hamilton,  saying 
that  he  had  150  Indians  there,  and  the  chiefs  were  there,  and  they  wanted 
to  talk  to  me. 

Question.  You  had  been  negotiating  or  conferring  with  the  oflficers  of  the 
tribal  council  prior  to  that  time,  had  you  not? 

Answer.  I  had  called  on  the  president  of  the  council,  Caville  Dupuis,  on 
the  3d  of  September,  as  I  remember  it. 

Question.  Well,  did  you  not  have  a  conference  with  Mr.  Dupuis  and  other 
members  of  the  council  on  the  12th  day  of  July? 

Answer.  I  had  a  conference  with  several  members  of  the  council  on  the 
streets  of  Poison  at  some  time,  and  I  don't  remember  the  date  now. 

Question.  It  was  before  September  3,  1927,  was  it  not,  Mr.  Kerr,  and  didn't 
you  state  then  to  Mr.  Dupuis  and  other  members  of  the  council  that  a  meeting 
with  the  council  would  be  unnecessary,  as  the  Indians  had  a  guardian,  and  that 
the  guardian  would  handle  the  matter  on  the  part  of  the  Indians?  Didn't  you 
so  state  to  the  Indians? 

Answer.  I  don't  remember  the  particular  statement,  but  I  dare  say  I  might 
have  made  that  statement,  because  I  had  been  so  informed  by  the  Indian 
Department. 

Question.  By  the  same  people  that  insisted  upon  the  giving  away  of  two- 
thirds  of  the  proceeds  from  the  development  of  the  power  site? 

Answer.  No,  sir ;  I  think  that  information  was  conveyed  to  me  by  the  then 
Commissioner  of  Indian  Affairs,  Mr.  Burke. 

Question.  Well,  he  was  a  party  to  the  conference  where  the  agreement  was 
made  that  two-thirds  of  the  proceeds  should  be  taken  away  from  the  Indians? 

Answer.  No,  sir;  he  was  not. 

Question.  Well,  that  was  his  idea,  was  it  not?    Didn't  he  agree  to  it? 

Answer.  No,  sir;  I  have  no  idea.  The  memorandum,  if  you  will  read  the 
title  of  it,  it  says 

Mr.  Kelly.  Just  a  moment,  Mr.  Kerr.  If  the  commission  please,  I  object  to 
the  question  on  the  ground  that  Mr.  Kerr  as  a  witness  is  not  competent  to 
testify  as  to  what  Mr.  Burke's  idea  might  have  been  with  reference  to  this 
matter.    He  can  relate  any  conversation  he  heard. 

By  Mr.  Gbobud: 

Question.  Didn't  Mr.  Burke  tell  you  he  would  agree  to  that? 

Answer.  No,  sir. 

Question.  He  did  not?    You  may  proceed. 

Answer.  The  memorandum  was  addressed  to  Secretary  Burke,  or  Commis- 
sioner Burke,  for  his  information. 

Question.  What  response  did  you  get  from  Mr.  Burke  with  reference  to  the 
memorandum? 

Answer.  You  are  having,  I  suppose,  special  reference  to  the  distribution  of 
the  fund? 

Question.  Yea, 
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Answer.  I  don't  remember  any  particular  conversation,  except  I  have  the 
impression  that  both  at  tlie  conference  and  at  any  other  time  that  I  may  have 
talked  to  Mr.  Burke  I  protested  that  as  the  payer  of  a  license  I  certainly  was 
not  interested  in  what  the  distribution  of  it  should  be. 

Question,  Well,  did  you  protest  against  it  on  the  ground  that  it  was  not 
giving  the  Indians  a  square  deal? 

Answer.  No,  sir. 

Question.  You  did  not?  Was  anything  said  about  the  ownership  of  the  waters 
of  the  lake  and  the  river  at  that  time? 

Answer.  I  don't  recall  any. 

Question.  On  the  3d  of  September  I  believe  you  testified  that  you  had  a 
conversation  with  Mr.  Dupuis,  president  of  the  Flathead  Tribal  Council.  Did 
he  not  tell  you  then  that  a  meeting  of  the  tribal  council  would  be  called  and 
that  the  matter  of  permit  or  giving  permission  to  enter  upon  the  premises  of  the 
tribe  would  be  discussed  by  the  council? 

Answer.  My  recollection  of  Mr.  Qepuis's  reply  to  me  is  that  he  agreed  with 
the  notion  that  a  permit  should  be  granted,  but  that  he  would  be  obliged  to 
refer  it  to  the  council,  and  I  have  here — further  he  said  that  when  he  did 
that  he  would  bring  me  his  conclusions,  and  I  have  here  his  letter  on  the 
tribal  council  stationery,  dated  September  7,  which  was  his  final  reply. 

Mr.  Dixon.  What  date? 

Answer.  September  7,  1927. 

Mr.  Keilly.  So  that  the  record  may  show  what  you  are  talking  about,  we  will 
ask  to  have  this  marked  for  identification. 

The  Witness.  If  the  commission  please,  I  would  like  to  not  surrender  this 
letter,  if  it  is  not  necessary,  I  would  like  to  have  it  in  my  files. 

Mr.  Kelly.  Just  read  it  into  the  record, 

Mr.  Dixon.  Just  read  it  then,  at  length. 

Mr.  Kelly.  What  number  will  that  be,  please? 

Mr.  Bonner.  It  will  not  need  to  have  a  number  if  it  is  read  into  the  record. 

Answer.  This  is  a  letter  addressed  to  F.  M.  Kerr,  Butte,  Mont.,  dated  Poison, 
Mont.,  September  7,  1927,  on  the  stationery  of  the  Flathead  Tribal  Council, 
which  shows  Caville  Dupuis,  president ;  A.  W.  Lemmery,  vice  president ;  Vera 
Dupuis,  secretary ;  and  Mose  Grenier,  treasurer : 

"  My  Deiae  Mr.  Kekr  :  This  is  to  advise  you  that  when  you  called  on  me  a 
few  days  ago  I  said  I  would  take  up  the  Flathead  power  matter  immediately. 
We  have  come  to  the  conclusion  that  we  ask  the  Montana  Power  Co.  to  send 
one  of  its  representatives  to  Washington,  D.  C,  to  meet  our  attorney,  A.  A. 
Grorud,  for  a  conference  immediately.  There  should  be  no  objection  for  the 
Montana  Power  Co.  to  make  investigations  and  drillings  under  proper  agreement. 
"  If  the  Montana  Power  Co.  should  decide  to  send  a  representative  to  Wash- 
ington, D.  C,  advise  me  soon  and  I  shall  let  our  attorney  know  of  your  coming. 
"  Very  sincerely  yours, 

"  Caville  Dupuis, 
"  By  V.  A.   D." 
Which  apparently  is  Vera  A.  Dupuis. 

By  Mr.  Grorud: 

Question.  Did  you  reply  to  that  letter,  Mr.  Kerr? 

Answer.  Yes,  sir. 

Question.  Have  you  any  objection  to  reading  your  reply  into  the  record? 

Answer.  I  am  afraid  I  am  handicapped  with  not  having  a  copy.  I  would 
recognize  it  if  I  saw  it. 

Mr.  Grorud.  Is  this  your  reply  [handing  a  letter  to  the  witness]  ? 

Answer.  Yes,  sir. 

Question.  Will  you  read  it  into  the  record? 

Answer.  This  is  dated  September  19,  1927,  addressed  to  Caville  Dupuis,  presi- 
dent of  the  Flathead  Tribal  Council,  Poison,  Mont.,  on  the  Montana  Power 
Co.'s  stationery: 

"  I  regret  very  much  that  your  letter  of  September  7  has  not  been  answered, 
but  due  to  my  absence  from  this  office  and  the  fact  that  I  have  been  laid  up 
with  a  severe  cold  from  which  I  have  not  yet  recovered,  it  has  been  impossible 
to  do  so. 

"  I  note  that  you  suggest  a  representative  of  our  company  calling  on  Mr. 
Grorud  in  Washington.  I  regret  to  advise  you  that  this  is  not  practical  at  this 
time.     We  have  no  one  in  the  East  who  is  sufficiently  familiar  with  the  subject 
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to  discuss  it,  and  personally  I  am  unable  to  be  absent  from  Montana  in  the 
near  future,  and  now  see  no  way  to  accomplish  what  you  suggest. 

"  The  time  during  which  drilling  on  the  Poison  site  may  be  made  before  the 
next  flood  is  rapidly  passing.  If  this  drilling  is  not  done  in  the  near  future, 
it  means  that  possible  construction  by  anyone  is  certainly  deferred  at  least  one 
year.    This  situation  should  not  be  allowed  to  prevail. 

"As  I  said  to  you  in  my  personal  conversation,  we  would  be  willing  to  accept 
any  stipulation  that  allows  us  to  do  this  prospecting  work.  I  now  say  to  you 
as  president  of  the  tribal  council  the  Rocky  Mountain  Power  Co.  and  the  Mon- 
tana Power  Co.  solicit  an  opportunity  to  investigate  the  dam-site  foundation 
by  means  of  borings ;  that  these  companies  are  willing  to  do  this  work  at  their 
own  cost  and  expense,  without  any  claim  to  further  rights,  and  take  their 
chances  with  others,  if  any  tliere  be,  in  securing  a  license  thereafter.  As  I 
have  said  to  you  before,  these  companies  are  obliged  to  begin  construction  some- 
where in  the  near  future.  It  is  tlieir  desire  to  do  so  on  the  Poison  site  if  pos- 
sible; if  not,  they  must  go  elsewhere.  If  ..these  small  investigations  are  not 
permitted  in  the  very  near  future,  undoubtedly  these  companies  must  go  else- 
where to  make  their  developments. 

"I  trust  that  you  and  your  friends  will  do  all  you  can  to  bring  about  a 
situation  whereby  this  work,  which  is  of  so  much  interest  to  all  of  us,  can  be 
accomplished. 

"With  kindest  personal  regards,  I  am, 
"  Yours  very  truly, 

"  F.  M.  Kerr:* 

Question.  The  council  meeting  was  called,  was  it  not,  to  meet  at  St.  Ignatius 
on  the  27th  of  September,  1927,  for  the  purpose  of  considering  the  application 
by  your  company  and  other  applicants  as  well? 

Answer.  I  have  no  knowledge  of  that. 

Question.  Do  you  know  now? 

Answer.  I  know  it  happened. 

Question.  You  know  it  happened?  Do  you  know  that  a  resolution  was  passed 
at  that  meeting  giving  the  ofiicers  of  the  council  authority  to  enter  into  an 
agreement  or  authorizing  them  to  execute  a  permit  to  the  Rocky  Mountain 
Power  Co.  and  all  the  other  bidders  for  the  purpose  of  making  investigation 
upon  the  power  site? 

Answer.  I  know  that  such  must  have  occurred.  As  I  have  testified  heretofore, 
we  received  such  a  permit. 

Question.  You  received  such  a  permit  from  the  tribal  council? 

Answer.  Yes,  sir. 

Question.  How  long  a  period  were  you  permitted  under  the  agreement  to 
remain  upon  the  premises  for  the  purpose  of  exploration  and  investigation? 

Mr.  Kelly.  Just  a  moment.    Was  that  in  writing,  Mr.  Grorud? 

Mr.  Grorud.  Yes. 

Mr.  Kelly.  Of  course,  the  writing  speaks  for  itself. 

Mr.  Grorud.  All  right ;  I  have  a  copy  of  it. 

Question.  I  will  ask  you  if  that  is  not  a  correct  copy  of  the  permit  which 
was  received  from  the  Flathead  Tribal  Council  [handing  paper  to  the  witness]  ? 

Mr.  Russell.  Have  you  the  original  there,  Mr.  Grorud? 

Mr.  Grorud.  No  ;  the  Montana  Power  Co.  has  that. 

Answer.  I  would  say,  as  far  as  I  can  remember,  this  is  a  copy. 

By  Mr.  Grorud  : 

Question.  Will  you  read  the  instrument  or  the  letter  or  the  document  which 
purports  to  be  a  copy  of  the  permit? 

Mr.  Dixon.  What  is  the  purpose  of  this?  This  is  all  admitted,  Mr.  Grorud, 
is  it  not?    Why  encumber  the  record  with  all  this? 

Answer.  I  have  testified  to  all  of  this. 

Mr.  Dixon.  He  has  already  testified  to  this  in  his  direct  examination. 

Mr.  Grorud.  No. 

Mr.  Kelly.  If  the  question  of  the  expiration  of  the  permit  is  the  objective, 
I  notice  that  the  permit  is  to  expire  on  a  certain  date. 

Mr.  Grorud.  On  the  27th  day  of  March,  1927. 

Mr.  Kelly.  Yes. 

Mr.  Grorud.  And  that  it  provides  that  the  company  shall  not  claim  any 
priority  by  reason  of  the  work  done,  or  do  anything  which  would  put  them  in  a 
better  position  than  any  other  permittee. 

Mr.  Dixon.  That  is  all  admitted,  I  think. 
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Mr.  Kelly.  That  is  correct. 

Mr.  Grorud.  All  right. 

Mr.  Dixon.  What  I  am  in  hopes  we  will  all  forbear  is  making  this  record  so 
voluminous  that  no  human  being  will  dare  tackle  the  reading  of  it. 

Mr.  Grorud.  Mr.  Secretary,  I  have  not  taken  very  much  time. 

Mr.  Dixon.  No ;  but  I  say  this  is  all  admitted. 

Mr.  Grorud.  May  I  have  the  copy  of  the  application  for  the  license  of  the 
Rocky  Mountain  Power  Co.  [Mr.  Henshaw  handed  a  paper  to  Mr.  Grorud]? 

By  Mr.  Grorud: 

Question.  During  the  life  of  this  permit  did  you  make  any  filings  purporting 
to  appropriate  all  the  waters  of  the  Flathead  River  at  this  site? 

Answer.  I  have  no  doubt  that  the  original  application  contained  notice  of  the 
filing  of  a  water  right,  as  was  required  by  the  regulations  in  making  an 
application. 

Question.  I  will  show  you  Exhibit  E,  attached  to  your  license,  Mr.  Kerr, 
which  is  in  evidence  here.     I  will  ask  you 

Answer.  We  have  no  license. 

Question.  I  mean  attached  to  the  application.  [Handing  papers  to  the  wit- 
ness.]    I  will  ask  you  if  you  still  maintain  that  position? 

Answer.  This  seems  to  be  a  correct  statement  of  our  situation. 

Question.  Let  me  read  Exhibit  E.  This  is  filed  with  the  Federal  Power  Com- 
mission March  27,  1928 : 

STATEMENT    OF    NATURE,    EXTENT,    AND   OWNERSHIP    OF    THE    WATER   RIGHTS    WHICH 
APPLICANT   PROPOSES    TO  USE  IN    THE  DEVELOPMENT  OF   THE  PROJECT 

The  Rocky  Mountain  Power  Co.'s  right  to  use  the  water  of  Flathead  River 
for  power  purposes  is  based  on  the  water  appropriation  made  by  J.  E.  Bell  on 
April  3,  1920,  for  the  use  of  50,000  cubic  feet  per  second  of  water  to  be  taken 
from  the  river  at  the  site  for  which  application  is  made.  Notice  of  this  appro- 
priation has  been  duly  filed  with  the  county  clerk  and  recorder  having  juris- 
diction according  to  the  Montana  State  law.  The  rights  thus  obtained  have 
beeen  transferred  to  the  Rocky  Mountain  Power  Co.,  and  copies  of  the  papers 
involved  have  been  filed  with  the  Federal  Power  Commission  with  the  company's 
original  application  for  a  preliminary  permit  for  this  site. 

In  addition  to  the  rights  thus  obtained,  the  Rocky  Mountain  Power  Co.,  on 
March  10,  1928,  made  a  water  appropriation  of  50,000  cubic  feet  per  second  in 
its  own  name.  Copy  of  notice  of  this  appropriation  is  attached  hereto.  No 
statement,  permission,  or  certificate  from  any  State  agency  is  required  in 
Montana  as  a  condition  precedent  to  the  company's  right  to  use  water  for  the 
operation  of  project  works.  This  statement  is  a  part  of  the  application  for 
license  made  by  the  undersigned  this  26th  day  of  March,  1928. 

Rocky  Mountain  Power  Co., 
By  F.  M.  Kerr,  Vice  President. 

On  March  10,  1928,  you  filed  with  the  clerk  and  recorder  of  Lake  County  a 
notice  of  appropriation,  appropriating  practically  all  of  the  waters  of  the  Flat- 
head River,  did  you  not? 

Answer.  That  is  a  matter  of  record,  I  can't  testify  from  personal  knowledge. 

Question.  Well,  I  will  show  you  a  certificate  filed,  copy  of  notice  of  appro- 
priation. 

Mr.  Kelly.  That  may  be  admitted,  Mr.  Grorud.  Fifty  thousand  second-feet 
was  the  amount  designated  in  the  notice  of  appropriation. 

Mr.  Grorud.  What  rights  do  you  claim  by  this  appropriation? 

Mr.  Kelly.  Just  a  moment  now.  I  object  to  that  as  an  improper  question, 
in  that  the  law  fixes  and  determines  what  rights  we  have,  and  the  Federal 
Power  Commission  law  requires  any  applicant  to  set  forth  in  his  application 
compliance  with  the  State  law  with  reference  to  the  appropriation  of  the  water 
which  he  is  proposing  to  use,  recognizing,  of  course,  that  these  waters  are 
subject  to  appropriation  only  under  the  laws  of  the  State.  Now,  why  should 
this  witness  be  questioned  as  to  what  he  claims  under  this?  He  claims  what- 
ever the  law  gives  him,  of  course.  That  is  what  the  Rocky  Mountain  Power 
Co.  claims ;  no  more,  no  less. 

Mr.  Grorud.  Here  is  a  solemn  agreement  between  Mr.  Kerr's  company  and 
the  Indians  that  he  would  not  make  any  move  or  do  anything  that  would  claim 
for  the  company  any  priorities  over  any  other  company. 
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Mr.  Dixon.  By  reason  of  the  drilling  only. 

Mr.  Grorud.  Yes — well,  by  reason  of  the  permission  given  to  enter  upon  the 
property,  upon  the  premises. 

Mr.  Dixon.  As  a  matter  of  fact,  the  filing  of  the  Flathead  irrigation  project, 
including  the  power  project,  was  made  years  before  this  in  behalf  of  the  Whites 
and  Indians  both. 

Mr.  Grorud.  Does  this  commission  now  contend  that  a  valid  location  or 
appropriation  of  water  can  be  made  on  an  Indian  reservation  or  on  these  sites 
which  have  been  set  apart  by  Congress  for  a  special  purpose? 

Mr.  Dixon.  Congress  itself  made  the  original  reservation  of  the  power. 

Mr.  Grorud.  Yes ;  that  is,  reserved  it  from  sale. 

Mr.  Dixon.  And  that  was  followed  up  by  the  Department  of  the  Interior 
instructing  their  agents,  in  order  to  develop  the  Flathead  irrigation  project,  to 
make  the  filing  of  the  water  rights. 

Mr.  Grorud.  Oh,  no;  there  is  nothing  like  that  in  the  act.  I  have  the  act 
here. 

Mr.  Dixon.  Not  the  act,  but  that  is  a  subsequent  act. 

Mr.  Grorud.  But  Congress  reserved  these  power  sites  from  sale  at  that  time. 

Mr.  Dixon.  Yes. 

Mr.  Grorud.  And  it  did  not  affect  the  ownership  of  the  lands  or  the  power 
site. 

Mr.  Kelly.  Your  theory,  Mr.  Grorud,  is  that  this  was  a  futile  act? 

Mr.  Grorud.  I  want  to  know  what  the  witness  thinks  about  it. 

Mr.  Kelly.  I  take  it  what  the  witness  thinks  about  it  is  immaterial.  That 
is  a  matter  of  record  and  is  for  this  commission  to  decide. 

Mr.  Grorud.  No ;  it  is  not. 

Mr.  Dixon.  It  is  all  a  question  of  law,  Mr.  Grorud.  He  undoubtedly  is 
intending  to  acquire  the  water  right  in  order  to  develop  it,  but  his  act  is  purely 
a  question  of — a  matter  of  law.    That  is  for  the  commission  to  determine. 

Mr.  Grorlt).  Isn't  this  an  oflJicial  record? 

Mr.  Dixon  That  is  part  of  the  record,  is  it  not? 

Mr.  Grorud.  Yes;  but  I  want  to  know  from  the  witness  what  his  intentions 
are  at  this  time,  whether  he  intends  or  if  de  does  claim  any  priority  over  any 
other  bidder  by  reason  of  this  appropriation. 

Mr.  Russell.  But,  Mr.  Grorud,  wouldn't  it  be  better  to  put  into  the  record, 
if  you  care  to,  the  matter  that  you  rely  upon,  the  appropriation,  the  act,  all  of 
the  documents,  and  it  doesn't  make  any  difference,  as  Mr.  Kelly  says,  what  Mr. 
Kerr's  opinion  may  be  about  that ;  he  is  not  here  as  a  qualified  legal  expert, 
and  his  argument  on  the  questions  of  law  would  not  be  controlling  anyway, 
but  the  fact  that  you  would  have  in  all  of  the  matter  in  the  record  would  permit 
the  commission  to  deteimine  the  question  upon  the  briefs  of  counsel. 

Mr.  Grorud.  I  want  this  witness  to  answer  this  question  yes  or  no. 

Mr.  Kelly.  If  I  may  say  further  in  this  connection.  Senator  Dixon  knows 
and  Mr.  Russell,  who  have  practiced  law  in  Montana,  and  anyone  else  here 
familiar  with  water-rights  appropriations  in  the  West,  that  the  filing  of  a 
water  right  location  notice  doesn't  give  you  any  right  as  to  the  use  of  the 
water  until  you  actually  construct  your  plant  or  your  ditch  and  apply  it  to  the 
beneficial  use.    That  is  when  you  acquire  a  water  right. 

Mr.  RussEUi.  You  have  got  to  use  it. 

Mr.  Kelly.  Yes.  So  that  if  this  Power  Commission  didn't  give  the  Rocky 
Mountain  Power  Co.  a  licence  and  it  actually  develops  this  water  power,  it 
never  acquires  any  rights.  In  other  words,  if  this  commission  doteiTnines  that 
Mr.  Wheeler  or  somebody  else  should  have  this  power  site,  this  location  notice 
doesn't  give  us  any  priority  or  any  right  to  the  use  of  the  water,  and  ther'^ 
isn't  any  claim  of  that. 

Mr.  Geobud.  That  is  it  exactly.    That  is  what  I  wanted  to  get  from  you. 

Mr.  Kelly.  Of  course,  we  haven't  any  priority  over  anybody  else. 

Mr.  Grorud.  That  is  what  I  wanted  to  know. 

Mr.  DixoN.  That  must  be  followed  up  by  actual  diversion  and  use.  That  is 
what  gives  you  the  right. 

Mr.  Pope.  I  would  like  to  enter  an  objection  to  this  line  of  questioning  also, 
and  suggest  its  irrelevancy  and  immateriality  for  another  reason.  Of  course, 
this  was  inserted  here  in  the  application  for  license  because  the  regulations  ot 
the  commission  require  that  in  connection  with  an  application  for  license  somo 
showing  shall  be  made  as  to  water  appropriation,  and  it  is  obviously  just  jim 
attempt  to  comply  with  that.  But  more  than  that — I  will  be  through  in  m 
moment 
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Mr.  Grorud  (intei-posing).  Did  you  say  water  appropriation  or  ownership? 

Mr.  Pope.  I  will  be  through  in  a  minute,  and  then  you  can  ask  me  what 
questions  you  want  to. 

More  than  that,  this  commission  is  now  proceeding  under  the  provisions  of  the 
special  act  of  Congress  which  recites  specifically  that  the  licenses  and  permits 
now  proposed  to  be  issued  are  of  the  sites  upon  the  river  and  of  the  water 
rights  reserved  and  appropriated  for  the  irrigation  project,  and  by  that  phrase- 
ology' in  the  act  Congress  has  determined  where  the  water  rights  lie.  That  is 
to  say,  within  the  power  of  Congress  to  do  so — and  its  power  is  plenary  in  this 
respect — it  has  determined  that  the  water  rights  are  with  the  irrigation  project. 

Mr.  Grorud.  When  was  this  determined,  Mr.  Pope,  that  the  water  rights  were 
within  the  irrigation  project? 

Mr.  Pope.  By  the  act  under  which  the  commission  is  now  proceeding.  I 
just  want  to  enter  an  objection  in  the  record  to  the  further  questioning  along 
this  line  on  the  ground  that  such  water  rights  as  are  involved  here  are  cov- 
ered by  the  special  legislation  in  respect  to  this  proceeding. 

Mr.  Dixon.  I  will  say,  Mr.  Grorud,  I  can  not  see  why  Mr.  Kerr's  opinion 
as  to  what  the  legal  effect  would  be  would  have  any  bearing  whatever  on  this 
commission. 

Mr.  Grorud.  No  legal  effect  at  all,  but  on  the  question  of  breech  of  con- 
tract or  breech  of  agreement  with  the  Indians. 

Mr.  Dixon.  I  can't  conceive  of  that.  In  fact,  I  can't  conceive  how  an  Indian 
counsel  has  an  arbitrary  right  to  determine  whether  they  should  or  should 
not  make  borings.    That  is  a  matter  for  the  Indian  office. 

Mr.  Grorud.  Hasn't  it  been  the  policy  of  Congress  and  of  the  Senate  and 
the  department  that  whenever  a  water-power  site  is  situated  on  an  Indian 
reservation,  when  application  for  the  development  of  such  a  power  site  is  made, 
that  it  should  be  referred  to  the  tribal  council? 

Mr.  Dixon.  As  a  matter  of  friendly  courtesy.  But  the  department  itself 
is  the  guardian  of  the  Indians. 

Mr.  Grorud.  Certainly. 

Mr.  Dixon.  I  don't  think  the  Indian  council's  agreement  to  let  Mr.  Kerr 
or  Mr.  Wheeler  go  there  and  bore  some  holes  has  any  legal  effect  whatever. 
It  is  purely  a  matter  of  courtesy. 

Mr.  Grorud.  I  am  not  discussing  that  at  all.  but  it  shows  that  Mr.  Wheeler 
consulted  the  tribal  council,  and  the  tribal  council  did  consent  to  the  leasing 
of  it. 

Mr.  Dixon.  And  that  is  all  in  the  record. 

Mr.  Grorud.  Yes :  that  is  in  the  record. 

Mr.  Dixon.  Now,  Mr.  Kerr's  opinion  as  to  what  effect  the  filing  of  50,000 
feet  of  Flathead  Lake  water,  what  the  legal  effect  is,  I  think  is  purely  ^  ques- 
tion for  the  commission  to  decide. 

Mr.  Grorud.  I  agree  with  you.  And  I  will  call  the  commission's  attention 
to  a  letter  written  by  the  Secretary  of  the  Interior  to  the  chairman  of  the 
Committee  on  Indian  Affairs  about  that  time,  stating  that  if  any  development 
should  be  desired  of  the  Flathead  power  sites,  proposal  would  first  have  to 
come  from  the  Indians;  and  that  is  one  of  the  reasons,  I  take  it,  that  Mr. 
Kerr  conferred  with  the  Indians. 

Mr.  Dixon.  Do  you  contend  that  the  Flathead  Indians  are  the  sole  reposi- 
tory of  power  in  making  the  contract  for  the  development  of  power? 

Mr.  Grorud.  Certainly  not.  We  have  never  contended  that :  but  we  do  con- 
tend that  they  should  be  consulted  and  should  know  the  terms  and  condi- 
tions of  the  permit  and  license. 

Mr.  Dixon.  Yes ;  as  a  matter  of  kindly  courtesy  on  the  part  of  the  guardian 
of  the  Indians  as  wards  of  the  Government. 

Mr.  Grorud.  I  will  call  your  attention  to  a  recent  order  made  by  Secretary 
Wilbur  with  reference  to  roads  in  the  reservations.  A  road,  we  will  all  agree, 
is  not  as  valuable  as  these  wonderful  power  sites,  and  don't  you  think  that 
the  Indians  should  be  consulted  about  that? 

Mr.  Dixon.  Yes ;  without  any  question  they  should  be. 

Mr.  Grorud.  Certainly;  and  if  there  should  be  corruption  in  any  case,  of 
course  the  department  would  not  follow  that.  But  the  Indians  in  this  case  are 
not  asking — they  are  not  really  concerned  as  to  the  price  paid  for  this.  The 
Indians  will  leave  that  to  the  department,  and  all  they  want  to  see — they  want 
it  developed  and  as  large  a  development  as  possible,  and  we  don't  waitit  this 
commission  either  to  make  a  price  or  place  conditions  precedent  to  the  appli- 
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cation  that  would  prevent  any  of  these  bidders  or  applicants  from  developing 
the  sites. 

Mr.  DixoN.  You  don't  want  the  commission  to  fix  the  price  so  high  that 
nobody  will  take  it? 

Mr.  Grorud.  That  is  true.    I  think  that  is  what  everybody  will  agree  to. 

Mr.  Russell.  Let  me  ask  you,  Mr.  Grorud,  the  things  that  you  rely  upon  are 
matters  of  letters  and  correspondence  and  acts  of  Congress? 

Mr.  Grorud.  Acts  of  Congress. 

Mr.  Russell.  Why  not  put  them  in  the  record  in  exhibit  form  or  read  them 
into  the  record,  and  then  the  commission  will  have  the  whole  story? 

Mr.  Grorud.  I  will  put  them  in  the  record. 

Mr.  Kelly.  If  I  may  suggest,  I  take  it  this  commission  will  take  judicial 
notice  of  the  acts  of  Congress.  It  is  not  necessary  to  encumber  this  record  with 
acts  of  Congress. 

Mr.  Grorud.  They  are  very  short. 

Mr.  Russell.  I  went  a  little  too  far  that  time.     [Laughter.] 

Mr.  Grorud.  And  I  think  we  set  out  the  acts  on  which  we  rely  in  our  answer 
to  the  application  of  the  Mountain  Power  Co.  That  will  be  put  in  the  record  at 
the  proper  time. 

By  Mr.  Grorud: 

Question.  Mr.  Kerr,  you  have  no  license  now — or  permit,  I  mean — from  the 
Federal  Power  Commission  at  this  time,  have  you? 

Answer.  No,  sir. 

Question.  Do  you  claim  any  priority  by  reason  of  the  fact  that  you  have 
already  spent  considerable  money  on  this  project  in  your  examination  and 
investigation  ? 

Mr.  Kelly,  We  object,  if  the  court  please.  It  is  irrelevant  and  immaterial 
as  to  what  Mr.  Kerr  claims.  That  is  a  matter  of  law,  that  no  applicant  has 
any  priority  except  that  he  makes  a  showing  before  this  commission  that  in 
the  judgment  of  the  commission  the  applicant  is  in  the  best  position  to  develop 
this  power  site  in  the  interests  of  the  public  and  to  the  fullest  extent  possible, 
and  to  market  this  power.  We  claim  no  priority  over  anybody  except  such 
priority  as  may  be  developed  here  that  will  impress  the  commission  that  in 
their  judgment  this  applicant  is  in  the  best  position  to  make  this  development. 

Mr.  Dixon.  The  objection  is  sustained. 

Mr.  Kerr.  What  difference  does  it  make  what  Mr.  Kerr  thinks? 

Mr.  Grorud.  If  that  is  the  position,  and  that  it  is  contended  by  the  staff  of 
the  Federal  Power  Commission  now  that  inasmuch  as  the  Rocky  Mountain 
Power  Co.  has  spent  considerable  money,  they  have  a  priority,  and  I  want  to 
find  out  from  this  witness  if  he  claims  that. 

Mr.  Kelly.  I  take  it  it  is  immaterial  what  this  witness  claims. 

Mr.  Dixon.  Objection  sustained.  That  is  a  matter  for  the  commission  only 
to  determine. 

By  Mr.  Grorud: 

Question.  Now,  in  connection  with  this  permit  which  you  received  from  the 
Indians  you  sent  me  a  telegram,  did  you  not,  on  September  29,  1927?  I  will 
show  this  telegram  and  ask  you  if  that  is  not  the  telegram  you  sent  me? 
[Handing  a  telegram  to  the  witness.] 

Answer.  Yes,  sir. 

Question.  This  is  a  telegram  addressed  to  me,  dated  September  29: 

"  Referring  to  your  telegram  of  26,  power  company  needs  no  stipulation 
except  the  right  to  drill  and  thereafter  negotiate  for  license  as  best  it  can.  It 
would  be  a  waste  of  money  for  more  than  one  party  to  drill,  as  one  operation 
will  determine  the  foundation.  If  we  drill,  we  have  agreed  to  give  the  infor- 
mation to  the  Indians  if  they  want  it.  If  permit  is  not  had  very  soon,  we  can 
not  continue  to  be  bidders." 

Now,  you  stated  in  your  letter  to  Mr.  Dupuis  that  if  a  permit  was  not  had 
you  would  go  elsewhere,  Mr.  Kerr? 

Answer.  Yes,  sir. 

Question.  Just  what  did  you  mean  by  that? 

Answer.  That  we  would  build  elsewhere. 

Question.  Where  would  you  go?    Where  would  you  build? 

Answer.  We  did  build  elsewhere. 

Question.  Well,  have  you  not  made  that  same  statement  recently,  that  if  you 
were  not  awarded  the  license  or  permit  you  would  go  elsewhere? 

Answer.  Yes.  sir. 
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Question.  Where  would  you  go?    Where  would  you  build? 

Answer.  We  have  a  choice  of  several  places. 

Question.  What  places,  for  instance? 

Answer.  Site  C  at  Great  Falls,  and  Canyon  Ferry.  Those  are  two  very 
definite  ones.     There  are  scattered  other  possibilities. 

Question.  Mr.  Kerr,  the  first  site  is  really  the  key  site  to  the  project,  is  it 
not? 

Answer.  Yes,  sir. 

Question.  Now,  if  you,  or  if  Mr.  Wheeler  or  any  other  applicant,  were  awarded 
the  license  for  the  first  site,  would  you  be  interested  in  the  lower  sites? 

Answer.  I  have  stated  my  position  on  the  lower  sites. 

Question.  What  is  that  position? 

Answer.  The  question  was  raised  in  the  conference  with  the  Indian  Depart- 
ment as  to  whether  or  not  the  power  company  that  I  represented  would  agree 
to  develop  all  of  the  sites,  five  in  number,  before  it  did  any  other  development 
work,  and  I  said  that  in  a  concern  of  our  kind  it  was  impossible  for  me  to 
make  that  stipulation,  because  it  might  not  at  all  fit  the  circumstances  as  they 
arose.  If  any  question  was  raised  as  to  what  we  would  be  willing  to  do,  and 
then  a  question  arose,  and  the  discussion  got  around  to  substantially  this 
point :  That  the  Rocky  Mountain  Power  Co.  would  accept  a  preliminary  permit 
to  develop  the  sites  other  than  No.  1,  and  that  it  would  agree  to  develop  those 
sites  when  and  as  it  could,  and  that  we,  in  order  to  not  withhold  them  from 
others,  we  would  agree  that  whenever  the  question  of  development  was  raised, 
to  either  proceed  with  the  development  or  relinquish  the  sites  to  others. 

Question.  Do  you  think  that  in  your  opinion  there  would  be  any  likelihood 
of  any  concern  applying  for  the  license  to  the  lower  sites  if  the  upper  site  had 
been  awarded  to  your  company? 

Answer.  I  think  they  are  equally  valuable  to  anyone. 

Question.  You  mean  to  say  that  the  four  sites  below  are  equally  as  valuable 
as  the  first  site? 

Answer.  I  didn't  say  that.  . 

Question.  Well,  what  did  you  say? 

Answer.  I  said  the  lower  sites  were  equally  valuable  to  anyone. 

Question.  What  do  you  mean  by  that,  Mr.  Kerr,  equally  valuable?  What  do 
you  mean? 

Answer.  If  anybody  has  use  for  the  four,  they  are  just  as  valuable  whether 
the  ownership  in  the  first  site  is  in  one  person  or  in  another. 

Question.  Now.  if  the  first  site  should  be  awarded  to  Mr.  Wheeler,  would 
you  construct  the  lower  sites  or  any  one  of  them? 

Answer.  You  are  asking  me  to  make  a  definite  statement  as  to  whether  we 
would  do  it  or  not,  or  whether  it  would  be  practical  for  us  to  do  it? 

Question.  Well,  either  way,  or  both. 

Answer.  I  would  say.  as  I  have  said  before,  that  the  lower  sites  would  be 
just  as  valuable  to  us  for  development,  irrespective  of  whether  Mr.  Wheeler  or 
any  other  person  had  developed  No.  1  site. 

Question.  And  that  you  would  be  willing  now  to  agree  to  build  at  the  lower 
sites,  or  any  one  of  them,  if  Mr.  Wheeler  is  awarded  the  first  site? 

Answer.  No.  sir. 

Question.  You  stated  in  your  testimony,  in  your  direct  examination,  I  believe, 
that  it  would  not  be  unreasonable  for  a  company  of  your  size  to  have  50,000  or 
more  horsepower  on  the  shelf.     Is  that  your  testimony? 

Answer.  Are  you  quoting  from  the  record  now? 

Question.  Substantially  that  is  my  recollection.  If  I  am  not  correct,  I  wish 
you  would  correct  me. 

Answer,  My  recollection  is  that  it  was  20.000  horsepower  or  kilowatts;  I 
forget  which ;  20  per  cent ;  that  is  it. 

Question,  Twenty  per  cent?     What  would  that  amount  to? 

Answer,  Twenty  per  cent  of  the  Montana  Power  Co.  at  this  time  would  be 
approximately  50,000  horsepower. 

Question,  Fifty  thousand  horsepower  was  my  recollection. 

Now,  assuming  that  you  had  50.000  horsepower  on  the  shelf,  would  you  put 
the  Flathead  production  on  the  shelf? 

Answ^er,  When  I  say  "  50.000  horsepower  on  the  shelf,"  I  am  speaking  of  the 
whole  system,  which  would  then  consist  of  9  or  10  plants. 

Question.  They  are  all  connected,  are  they  not? 

Answer.  Yes. 
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Question.  Would  you  allocate  that  50,000  horsepower  to  the  Flathead  site? 

Answer.  When  you  say  "  20  per  cent  surplus,"  that  means  a  continuous  build- 
ing program.  No  power  company  can  develop  its  power  except  in  steps.  It 
must  begin  the  development  of  a  new  site  before  it  has  exhausted  its  old  sites, 
because  it  takes  time,  at  least  two  years,  in  ordinary  practice,  to  build  a 
development.  Therefore  it  is  more  or  less  automatic  that  in  either  water- 
power  scheme  there  is  a  substantial  surplus  on  hand  in  a  growing  business. 

Question,  Well,  if  you  should  have  50,000  horsepower  sui-plus,  would  you 
charge  that  surplus  to  the  Flathead  site? 

Answer.  I  don't  know  what  you  mean  by  the  term  "  charge." 

Question.  I  mean,  if  you  have  any  surplus,  if  you  would  charge  that  to  the 
Flathead  site  so  that  the  Indians  would  not  have  an  income  from  the  full 
development. 

Answer.  Certainly  not. 

Question.  You  would  not? 

Answer.  No. 

Question.  And  you  are  willing  to  agree  to  that? 

Answer.  Yes,  sir. 

Question.  Now,  the  Thompson  Falls  plant  is  a  key  to  that  stream,  isn't  it, 
to  that  site? 

Answer.  I  don't  understand  that  it  is  a  key  in  any  way. 

Question.  Well,  in  other  words,  in  case  that  some  other  concern  would  make 
application  for  the  other  sites  or  acquire  ownership  of  the  Donlan  sites,  for 
instance,  would  you  then  be  interested  in  acquiring  these  sites  from  Mr.  Donlan? 

Answer.  If  I  understand  your  question  correctly,  you  are  asking  me  if  some- 
one had  acquired  the  Donlan  sites,  would  we  then  be  interested  in  acquiring 
them. 

Question,  Attempting  to  acquire  them. 

Answer.  I  certainly  would  not  attempt  to  acquire  them  from  somebody  else 
if  they  had  them. 

Question.  In  other  words,  be  a  bidder  for  the  sites. 

Answer.  I  don't  know  that  Mr.  Donlan  has  any  sites. 

Question,  So  long  as  these  other  sites  remain  undeveloped  you  are  not  inter- 
ested, because  you  now  have  the  key  to  the  development? 

Answer.  I  don't  follow  your  line  of  questions  at  all,  Mr.  Grorud. 

Question.  Well,  you  have  a  power  site  above  Thompson  Falls,  have  you  not? 

Answer.  On  the  Missoula  River. 

Question.  On  the  Missoula  River? 

Answer.  Yes,  sir. 

Question.  It  is  on  the  same  stream  or  a  tributary  to  the  Pend  d'Oreille  River? 

Answer.  Yes,  sir. 

Question.  What  we  are  apprehensive  of,  Mr.  Kerr,  is  this:  That  you  would 
build  the  first  site  and  then  not  construct  any  other  sites  until  you  need  it, 
which  would  be  probably  several  years — 25  or  50  years? 

Answer.  I  don't  see  how  you,  can  make  that  presumption. 

Question.  How  soon  would  you  construct  the  lower  sites,  Nos.  2,  3,  4,  and  5, 
after  the  first  site  had  been  completed? 

Answer.  I  think  I  have  already  stated  my  position  and  our  position  with 
respect  to  the  lower  sites.  We  are  willing  to  accept  a  preliminary  permit,  and 
we  are  willing  to  develop  them  when  and  as  they  are  useful.  But  we  would 
not  claim  priority  as  against  somebody  else  due  to  this  preliminary  permit, 
but  would  relinquish  any  right  that  we  had  to  anybody  who  wanted  to  develop 
them  if  we  did  not  proceed  to  develop  them  immediately  upon  being  called 
upon  to  do  so. 

Question.  When  do  you  think  that  you  would  need  the  other  sites,  the 
lower  sites? 

Answer.  I  can't  estimate  that  now. 

Question.  Well,  would  it  be  within  five  years,  or  soon  after  development  of 
first  site  has  been  completed? 

Answer.  I  reply  again  that  I  can  not  estimate  that  now. 

Question.  Have  you  had  other  applications  before  this  Federal  Power  Com- 
mission ? 

Answer.  No,  sir ;  none  for  power  development. 

Question.  Who  requested  you  to  file  the  prelicense  costs? 

Answer.  Mr.  Merrill,  the  executive  secretary  of  the  Federal  Power  Com- 
mission. 
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Question.  Have  you  e^^er  heard  of  any  request  for  prelicense  costs  before  a 
preliminary  permit  or  license  was  granted? 

Answer.  I  think  the  rule  laid  down  in  order  No.  27  prescribes  that  when 
you  file  for  the  license,  you  put  in  your  prelicense  cost,  so  as  to  be  estopped 
from  claiming  any  new  figure  after  a  license  is  issued. 

May  I  ask  whether  I  am  quoting  tliat  correctly? 

Mr.  Kelly.  I  suggest,  Mr.  Kerr,  that  the  order  itself  is  the  thing  that  will 
control. 

Mr.  Grorud.  I  am  asking  him  if  he  is  familiar  with  it. 

Mr.  Kelly.  Will  the  reporter  read  the  question,  please? 

(The  reporter  read  the  last  question,  as  follows:) 

"  Question.  Have  you  ever  heard  of  any  request  for  prelicense  costs  before 
a  preliminary  permit  or  license  was  granted?  " 

Mr.  Kelly.  We  object  to  that  as  irrelevant  and  immaterial,  as  to  what  this 
witness  has  heard  of. 

Mr.  Dixon.  Objection  sustained. 

By  Mr.  Grorud: 

Question.  Who  is  Mr.  Joe  Irvin? 

Answer.  He  is  an  Indian  in  whole  or  in  part.     I  am  not  sure  which. 

Question.  I  see  that  he  has  been  paid  a  considerable  amount  of  money  up  to 
the  31st  day  of  January,  1929.     Is  he  still  on  the  pay  rolls? 

Answer.  No,  sir.     He  never  was  on  the  pay  rolls  that  I  know  of. 

Question.  Well,  I  see  here  on  page  1-4  of  the  prelicense  account  "  Paid  on 
October  31,  1927,  $35" 

Mr.  Dixon.  A  little  louder,  Mr.  Grorud,  please. 

Question  (continued).  He  was  paid  on  October  31,  1927,  $35;  on  November 
18,  1927,  $52 ;  on  November  30,  1927,  $109. 

Mr.  Kelly.  Is  that  a  copy  of  the  preliminary  prelicense  cost? 

Mr.  Grorud.  This  is  the  one  that  is  in  the  record. 

Mr.  Kelly.  Who  furnished  you  a  copy  of  that? 

Mr.  Grorud.  Mr.  Henshaw. 

Mr.  Bonner.  Did  he  furnish  you  with  a  copy? 

Mr.  Grorud.  No.     I  have  the  original. 

Mr.  Bonner.  That  was  our  file,  the  original  file,  was  it? 

Mr.  Kelly.  That  is  not  a  copy? 

Mr.  Grorud.  No.     I  have  the  file. 

Mr.  Bonner.  You  have  our  original  file,  have  you,  or  is  that  a  copy  that  you 
have  made  from  it? 

Mr.  Grorud.  I  got  this  from  Mr.  Henshaw.  I  had  it  the  other  day,  and  I 
had  it  yesterday.     I  got  it  this  morning  from  Mr.  Henshaw. 

Mr.  BoNN.ER.  So  it  is  our  original  record? 

Mr.  Grorud.  I  presume  so. 

Mr.  Bonner.  Very  well. 

By  Mr,  Grorud: 

Question.  On  December  15,  1927,  $121  you  paid  him;  on  December  31,  1927, 
$142;  on  March  15,  1927,  $25. 

Mr.  Kerr,  isn't  tliat  the  same  man  that  Mr.  Mason  was  referring  to  yester- 
day as  being  present  at  the  meeting  of  the  Senate  committee  at  St.  Ignatius 
last  year  on  July  28? 

Answer.  I  saw  Mr.  Irvin — my  recollection  is  that  I  saw  Mr.  Irvin  at  St. 
Ignatius. 

Question.  But  he  is  the  same  person  as  designated  in  this  account  as  being 
paid  these  various  amounts  of  money? 

Answer.  Yes. 

Question.  Mr.  Kerr,  I  see  an  expenditure  here  of  $50  in  the  account  dated 
September  1,  1927,  "  To  Hamilton  powwow." 

Mr.  Dixon.  A  little  louder,  please. 

Question  (continued).  I  am  speaking  of  an  item  on  the  expense  account 
charged  to  the  Hamilton  powpow  [handing  a  paper  to  the  witness]. 

Answ^er.  In  looking  at  this  expense  account  I  find  that  on  September  22, 
1927,  I  entered  an  item  in  "  nriscellaneous  "  of  $50  for  Hamilton  powwow. 

Question.  Are  there  any  other  amounts  there  charged  up  to  the  Hamilton 
powwow? 

Answer.  On  the  23d  I  entered  in  "  miscellaneous "  an  item  of  "  $140 "  for 
Hamilton  powpow. 
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Question.  Is  there  another  item  there  charged  to  the  Flathead  site  of  pay- 
ment to  Mr.  Sid  Ward  of  a  hundred  dollars? 

Answer.  This  account  as  a  whole  is  $639.60,  of  which  the  Rocky  Mountain 
Power  Co.  is  charged  $300  and  the  Montana  Power  Co.  $339.60.  It  is  evident 
that  I  at  that  time  made  a  distribution  of  the  expenses  that  I  thought  were 
chargeable  to  the  Rocky  Mountain  Power  Co. 

Question.  That  would  include,  then,  the  $50,  the  $140,  and  the  $100  "  Sidney 
Ward  for  Indians,"  making  a  total  of  $290? 

Answer.  The  $50  is  not  designated. 

Question.  Well,  it  says,  "  To  Hamilton  powwow." 

AnsweT.  It  says  "To  Hamilton  powwow."  That  is  evidently  the  money 
that  I  used  going  around  attending  the  powwow.  I  don't  now  know  what  the 
items  were. 

Question.  But  the  "  140,  at  Hamilton  powwow  " — what  is  that? 

Answer.  I  have  testified  to  that  at  length  in  this  record. 

Question.  Was  that  for  the  purchase  of  two  steers? 

Answer.  Yes. 

Question.  And  the  $100  "  Sidney  Ward  for  Indians  " — what  was  that  used  for? 

Answer.  I  don't  know. 

Question.  You  don't  know? 

Answer.  I  don't  know  two  and  a  half  years  later  what  it  was. 

Question.  Now,  you  did  make  an  investigation,  did  you  not,  to  ascertain 
whether  or  not  this  was  a  real  powwow  or  meeting  of  the  Indians,  and  that 
they  desired  your  presence? 

Answer.  I  did. 

Question.  And  before  that  and  at  the  time,  you  were  negotiating  with  the 
proper  oflficers  of  the  council  for  a  meeting  and  a  permit  to  enter  upon  their 
premises,  were  you  not? 

Answer.  I  was  on  notice  from  the  tribal  council  that  I  could  not  meet  them ; 
that  I  would  have  to  come  to  AVashington  at  that  time,  and  I  have  testified 
here  that  when  I  went  to  Hamilton  I  had  not  any  idea  that  the  subject  of 
drilling  would  be  an  issue  at  all;  and  I  didn't  discover  until  after  I  had  been 
there  at  least  a  day  that  it  would  be  a  subject  of  discussion  at  all. 

Question.  Well,  don't  you  know  that  the  notice  of  the  meeting  at  St.  Ignatius 
on  the  27th  of  September  had  been  noticed  for  10  days? 

Answer.  Did  I  receive  an  invitation?  _ 

Question.  Yes.  ■ 

Answer.  Where  is  it?    I  never  received  it.  s 

Question.  I  don't  know.  I  can  get  it  for  you  probably  from  the  files  of  the 
tribal  council. 

Answer.  I  think  I  got  one  from  the  tribe,  but  it  was  canceled. 

Mr.  Dixon.  Mr.  Grorud,  do  you  appear  here  as  attorney  for  the  tribal  council 
or  for  the  Senate  subcommittee- 
Mr.  Gbobud.  For  the  tribal  council. 

Mr.  Dixon.  You  are  attorney  for  the  Senate  committee? 

Mr.  Geobud.  No.  I  have  been  asked  to  do  some  special  work  for  the  sub- 
committee. 

Mr.  Dixon.  Does  this  printed  letterhead  show  who  constitutes  the  tribal 
council? 

Mr.  Grorud.  I  did  not  get  the  question. 

Mr.  Dixon.  This  printed  letterhead  that  was  sent  to  Mr.  Frank  Kerr  on 
September  27,  signed  "  Caville  Dupuis  " — does  that  contain  a  list  of  all  the 
tribal  council  of  the  Flahead  Indians? 

Mr.  Geobud.  All  the  tribal  council? 

Mr.  Dixon.  Yes ;  the  members  of  the  tribal  council. 

Mr.  Gbobud.  Oh,  no.    Those  are  the  oflScers. 

Mr.  Dixon.  Caville  Dupuis  is  a  Flathead? 

Mr.  Gbobud.  Yes ;  he  is  a  Flathead. 

Mr.  Dixon.  I  think  he  was  born  In  Oregon,  wasn't  he? 

Mr.  Gbobud.  Oh,  no.  That  is,  I  think  Mr.  Lemery  was  bom  in  Oregon.  No; 
I  think  he  was  born  on  the  reservation  and  moved  to  Oregon,  and  then  moved 
back  and  got  his  allotment.  I  believe  that  was  Mr.  Lemery.  Mr.  Dupuis  was 
born  on  the  reservation  and  has  lived  there  all  his  life.  He  lived  right  above 
your  ranch. 

Mr.  Dixon.  Are  you  sure  he  was  born  on  the  Flathead  reservation? 

Mr.  Grorud.  Yes. 

Mr.  Dixon.  Mr.  A.  W.  Lemery  was  born  in  Oregon,  I  think. 
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Mr.  Grorud.  I  am  not  sure.  I  know  that  he  has  some  folks  in  Oregon.  But 
I  really  think  he  was  born  on  the  reservation. 

Mr,  Dixon.  No.  Mr.  Lemery  was  born  down  in  Oregon  and  came  up  to  the 
reservation. 

Mr.  Grorud.  I  am  not  certain  of  that. 

Mr.  Dixon.  How  about  Richard  A.  McCloud? 

Mr.  Grorud.  Well,  he  is  not  an  oflacer  now.  That  is  an  old  letterhead.  I 
don't  think  he  was  born  on  the  reservation. 

Mr.  Dixon.  He  is  not  a  Flathead? 

Mr.  Grorud.  I  don't  think  so. 

Mr.  Dixon.  And  Mose  Grenier  was  born  down  in  Frenchtown,  Missoula 
County. 

Mr.  Grorud.  I  don't  know  where  he  was  born. 

Mr.  Dixon.  These  officers  here  outside  of  Caville  Dupuis  were  not  born  on 
the  Flathead  Reservation,  were  they? 

Mr.  Grorud.  I  couldn't  say  about  that,  but  they  have  a  council  of  33 
members 

Mr.  Dixon.  Have  you  a  list  of  the  council? 

Mr.  Grorud.  Yes.    Those  are  the  officers. 

Mr.  Dixon.  Have  you  a  list  up  here  of  the  council? 

Mr.  Grorud.  I  have  a  list  of  them.  I  don't  think  I  have  it  with  me,  but  I 
have  a  list  of  them,  and  I  can  furnish  it  at  the  noon  hour  if  you  want  a  list 
of  them. 

Mr.  Dixon.  Yes. 

All  of  these  officers  that  are  printed  on  here  with  the  exception  of  one  were 
not  born   on   the  reservation? 

Mr.  Grorud.  They  all  have  allotments. 

Mr.  Dixon.  They  all  came  into  the  Flathead  at  the  time  the  reservation  w^as 
opened,  and  they  got  allotments. 

Mr.  Grorud.  That  is  not  true  so  far  as  Mr.  Dupuis  is  concerned. 

Mr.  Dixon.  He  is  the  only  one  in  the  list- 
Mr.  Grorud.  Well,  I  don't  know  as  to  the  others;  I  couldn't  say,  because  I 
know  that  they  have  been  taking  part  in  the  council  for  years  and  years. 

Mr.  Dixon.  I  know  them  all  personally,  and  I  know  where  they  came  from, 
and  I  know  that  Caville  Dupuis  came  from  Oregon. 

Mr.  Kerr.  May  I  testify  to  that  on  hearsay? 

Mr.  Dixon.  Yes.  There  are  a  lot  of  things  in  the  record  already  on  hearsay. 
I  guess  that  wull  be  all  right. 

Mr.  Kerr.  I  have  heard  during  conversations  that  Chief  Charlo  and  Chief 
Koostata  have  complained  about  what  an  outrage  it  was  on  the  tribe  that 
Caville  Dupuis  had  ever  been  made  a  member  of  the  tribe. 

Mr.  DixoN.  So  have  I. 

Mr.  Grorud.  I  don't  want  that  statement  to  be  in  the  record,  because  I  think 
that  is  an  insult  to  Mr.  Dupuis.  Mr.  Dupuis  is  one  of  the  finest  Indians  living 
on  the  Flathead  reservation. 

Mr.  Kerr.  I  will  agree  to  that.  He  has  been  very  courteous  and  very  kind 
to  me, 

Mr.  Groeud.  And  he  is  very  much  interested  in  this  matter. 

Mr.  Dixon.  I  am  not  disputing  that. 

Mr.  Grorud.  He  has  done  wonderful  work  for  those  Indians. 

Mr.  Dixon.  I  understand  that  Chief  Charlo,  the  present  chief  of  the  Flat- 
head Indians,  is  very  antagonistic  to  Mr,  Dupuis. 

Mr.  Grorud.  I  don't  know. 

Mr.  Dixon.  I  think  that  is  so. 

Mr.  Grorud.  I  think  that  he  is  not,  because  I  have  spoken  to  Chief  Charlo 
and  Mr.  Dupuis  and  Mrs.  Dupuis  and  others  of  them,  and  I  know  that  that  is  not 
a  fact.  All  of  these  chiefs  have  the  highest  respect  for  Mr.  Dupuis  and  for 
his  work  as  an  officer  of  the  tribe.  Of  course,  in  the  last  year  or  two,  after 
these  powwows  and  some  of  this  money  being  spent,  that  is  a  different  matter. 
But  there  are  only  five  or  six  Indians  that  have  been  trying  to  disrupt  the 
council. 

Mr.  Kelly.  Referring  to  this  statement  staying  in  the  record  about  where 
Mr.  Dupuis  was  born,  let  me  say  this:  One  of  the  exceptions  to  the  hearsay 
rule  is  that  an  individuals  w^ho  know  may  give  proof  of  a  person's  birth  by 
hearsay,  because  there  is  nobody  in  the  room  who  can  tell  of  his  own  knowl- 
edge where  he  was  born.     That  is  all  hearsay.     [Laughter.] 
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Mr.  Grorud.  If  you  are  willing  to  take  up  the  pedigree  of  Mr.  Dupuis  and 
where  he  was  born,  I  am  willing  to  take  it  up,  if  there  is  a  question  about  this 
oflfieer  and  what  he  has  done  for  the  tribe. 

Mr.  Dixon.  I  wasn't  discussing  about  him  that  way.  I  just  said  tliat  out- 
side of  Caville  Dupuis  there  is  not  one  of  these  on  this  letterhead  that  was 
born  on  the  reservation. 

Mr.  Grorud.  Does  that  make  any  difference,  whether  they  were  born  on  the 
reservation,  so  long  as  they  are  Flathead  Indians  and  have  been  properly 
allotted? 

Mr.  Dixon.  They  are  allotted,  of  course,  to  the  reservation. 

Mr.  Grorud.  Then  necessarily  they  must  have  been  Flathead  Indians. 

Mr.  Dixon.  Oh,  no.  There  were  lots  of  adopted  Indians,  I  think,  that  never 
had  a  drop  of  Indian  blood  in  them. 

Mr.  Grorud.  On  the  Flathead? 

Mr.  Dixon.  Yes.     Dozens  of  white  Indians  were  adopted  into  the  tribe. 

Mr.  Grorud.  I  never  heard  of  that  being  done. 

Mr.  Dixon.  They  went  there  when  it  was  opened  up. 

Mr.  Grorud.  I  have  never  heard  of  that.  I  know  almost  all  of  them  on 
the  reservation. 

Examination  of  Mr.  Kerr  (resumed)  by  Mr.  Grorud: 

Question.  Now,  after  the  powpow,  and  after  you  had  received  the  signa- 
tures of  these  so-called  chiefs,  you  went  to  the  superintendent's  office,  did  you 
not,  to  Mr.  Coe? 

Answer.  Yes,  sir. 

Question.  What  did  Mr.  Coe  say? 

Answer.  I  laid  the  paper  on  the  table  and  I  said,  "  I  have  a  paper  here,  Mr. 
Coe.     I  haven't  any  idea  of  its  value." 

He  picked  it  up  and  looked  at  it,  and  said,  "  Well,  I  think  it  is  of  consider- 
able value." 

Then  he  began  to  remark  about  the  signatures  being  the  first  time  that  he 
had  seen  them  all  together. 

I  left  it  to  his  judgment  what  to  do  with  it.  He  volunteered  to  send  it  to 
Washington. 

Question.  Do  you  know  whether  or  not  in  the  business  of  the  council  it  was 
necessary  to  get  the  signatures  of  the  chiefs? 

Answer.  I  do  not. 

Question.  Is  that  all  you  did,  Mr.  Kerr, 

Answer.  That  is  all. 

Question.  Didn't  you  telegraph  New  York? 

Answer.  Well,  perhaps. 

Question.  Well,  didn't  you,  Mr.  Kerr? 

Answer.  Well,  you  will  have  to  show  me.  I  don't  remember  whether  I  did 
or  not. 

Question.  I  will  read  you  a  letter.  What  date  did  you  see  Mr.  Coe?  The 
23d?     Was  it  on  the  night  of  the  23d? 

Answer.  It  was  after  6  o'clock,  ns  I  remember  it,  on  the  23d. 

Question.  And  he  said  that  he  would  send  the  petition  to  Washington? 

Answer.  Yes,  sir. 

Question.  Have  you  a  copy  of  that  petition? 

Answer.  I  don't  think  I  have.  It  might  be  in  our  files  down  at  the  hotel, 
but  I  don't  happen  to  have  it  here.     Have  you  got  one  here? 

Question.  No.  Probably  the  Indian  Bureau  has.     Have  you  got  one? 

Answer.  It  is  in  the  file  of  the  Indian  Bureau.     I  know  that. 

Mr.  Grorud.  Could  you  get  for  me,  Mr.  Scattergood,  a  copy  of  the  petition 
signed  by  the  chiefs  at  Hamilton? 

Mr.  Flickinger.  About  what  date  was  that? 

Mr.  Grorud.  September  23,  1027. 

Mr.  ScATTEKGOOD.  Is  it  Something  that  would  be  on  file  in  the  Indian  Office? 

Mr.  Grobud.  Yes,  sir. 

Mr.  Scattergood.  We  will  try  to  get  it  for  you.  I  luive  no  knowledge  of  it 
personally. 

r>y  Mr.  Grorud: 

Question.  He  sent  that  petition  on  to  Washington V 

Answer  (Mr.  Kerr).  He  stated  that  he  probably  would  send  it  to  Washing- 
ton, and  he  did,  because  in  due  time,  which  would  be  the  ordinary  mail  time, 
I  received  a  telegram  from  Commissioner  Burke  authorizing  us  to  proceed 
with  the  drilling. 
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Question.  You  received  a  telegram  about  tlie  5th  of  October,  did  you  not, 
from  Mr.  Burke? 

Answer.  I  would  say  that  would  be  about  the  substantial  date  of  it. 

Question.  It  would  take  about  three  or  four  days  for  mail  to  reach  Wash- 
ington from  Dixon,  would  it  not? 

Answer.  The  interval  there  would  be  7  and  5,  which  would  be  13  days.  I 
thought  it  w^as  sooner  than  that. 

Question.  I  have  a  copy  of  a  letter,  what  purports  to  be  a  copy  of  a  letter, 
written  by  Mr.  James  F.  Denison.  James  F.  Denison  is  treasurer  of  the  Rocky 
Mountain  Power  Co.  as  well  as  of  the  Montana  Power  Co.,  is  he  not? 

Answer.  Yes. 

Question.  It  is  dated  September  26,  1926,  and  is  addressed  to  Dr.  Have» 
Emerson,  president  American  Indian  Defense  Association,  120  East  Sixty- 
second  Street,  New  York. 

It  reads: 

"  Dear  Doctor  Emerson  :  It  is  very  important  in  the  interests  of  all  con- 
cerned that  drilling  be  carried  on  on  the  Flathead  site  to  determine  the  posi- 
tion and  character  of  the  bedrock,  and  if  we  are  to  do  it  at  all,  it  is  important 
to  do  it  before  snow  flies  this  year.  At  powwow  held  at  Hamilton,  Mont.,  on 
the  22d  and  23d  instant,  Mr.  Kerr  met  all  chiefs  of  the  Federated  Tribes  and 
secured  their  unanimous  consent  to  our  doing  this  drilling.  A  petition  to  that 
effect  was  signed  by  all  the  chiefs  and  subchiefs  for  transmittal  to  Washington, 
Our  people  feel  that  your  association  should  now  give  its  indorsement  to  this 
plan,  even  though  you  be  not  willing,  as  yet,  to  commit  yourselves  on  the' grant- 
ing of  a  permit.  Are  you  w^illing  to  do  this?  My  understanding  is  that  con- 
sent to  this  preliminary  work  is  without  prejudice  as  to  the  granting  of  a 
permit  or  the  disposition  of  the  proceeds. 

"  Yours  very  truly, 

"  James  F.  Denison." 

Will  that  refresh  your  recollection  as  to  whether  or  not  you  telegraphed  the 
information  to  Mr.  Denison? 

Mr.  Kelly.  What  is  the  purpose,  may  I  ask,  of  this  letter  and  the  answer? 
Does  it  make  any  difference? 

Mr.  Grorud.  I  would  like  to  conduct  my  own  case,  Mr.  Kelly. 

Mr.  Kelly.  I  make  an  objection  to  it  for  the  reason  that  it  is  irrelevant  and 
immaterial,  and  it  only  encumbers  the  record  with  immaterial  matters. 

Mr.  Dixon.  What  is  the  purpose  of  it? 

Mr.  Grorud.  I  want  to  show  his  dealings  with  the  Indians,  to  show  whether 
or  not  he  regarded  this  as  a  permit  or  permission  to  go  upon  the  premises,  or 
whether  he  did  go  on  the  authority  that  he  received  from  these  chiefs. 

Mr.  Kelly.  We  make  the  objection  to  its  being  put  into  the  record  on  the 
ground  that  it  is  wholly  immaterial.  It  is  evident  that  the  department  wired 
permission  to  go  on  the  reservation,  and  that  I  had  permission  from  the  tribal 
council,  and  went  there  and  did  this  drilling. 

Mr.  Grorud.  That  is  not  a  fact  at  all,  Mr.  Kelly.  The  department  or  Mr. 
Burke  wired  Mr.  Kerr  by  reason  of  this  request  or  petition  of  the  chiefs. 

Mr.  Kelly.  It  is  immaterial  w^hat  Mr.  Burke's  reasons  w^ere.  The  ultimate 
fact  is  that  the  Rocky  Mountain  Power  Co.  got  this  permit  and  w^ent  upon  the 
site  and  drilled  it.  Now,  all  this  balance  of  this,  to  my  mind,  is  just  encumber- 
ing this  record  with  a  lot  of  flop  that  hasn't  anything  to  do  with  the  thing 
that  the  commission  has  to  determine,  namely,  who,  if  anybody,  is  entitled  to  a 
license. 

Mr.  Groeud.  Is  it  a  legitimate  charge  against  the  capital  account? 

Mr.  Kelly.  That  is  a  matter  for  the  commission  to  determine. 

Mr.  Grorud.  That  is  just  exactly  what  I  am  developing. 

Mr.  Kelly.  I  object  to  it.     That  is  not  to  be  determined  in  this  hearing. 

Mr.  Grorud.  Certainly  not,  but  the  facts  are  to  be  placed  before  the  com- 
mission at  this  hearing.  You  are  certainly  not  expecting  to  have  another 
hearing? 

]Mr.  Kelly.  Are  you  going  on  the  theory  that  the  charge  for  a  telegram  to 
New  York  was  an  outrageous  charge? 

]Mr.  Grorud.  Certainly  not. 

Mr,  Kelly.  I  don't  get  you,  then. 

Mr.  Grorud.  Well,  maybe  not. 

Mr.  Dixon.  What  was  the  question? 

The  Reporter.  The  letter  to  the  Indian  Defense  Association  was  read,  and 
then  the  witness  was  asked :  "  Will  that  refresh  your  recollection  as  to  whether 
or  not  you  telegraphed  the  information  to  Mr.  Dixon  ?  " 
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Answer  (Mr.  Kerr).  It  is  evident  that  I  must  have  telegraphed  or  written 
somebody  in  New  York. 

By  Mr.  Grorud  : 

Question.  On  page  1-19  there  is  a  donation  or  a  payment  to  Sid  Ward  of  $50. 
Would  you  say  that  that  was  for  the  Flathead  account? 

Answer.  This  again  is  an  account  for  the  months  of  May,  June,  and  July 
of  1928,  the  total  sum  being  $707,75,  of  which  $242.75 — no,  excuse  me — of  wliich 
$150  is  charged  to  the  Flathead  account.  I  don't  know  now  of  what  items  tliat 
is  made  up. 

Question.  Was  that  paid  to  Mr.  Ward  for  distribution  to  certain  Indians? 

Answer.  No,  sir. 

Question.  What  was  it  paid  to  him  for? 

Answer.  Services. 

Question.  For  what? 

Answer.  Services. 

Question.  What  services  did  he  perform? 

Answer.  Messenger  boy. 

Question.  Messenger  boy?    In  what  line  of  duties? 

Answer.  I  don't  remember  particularly  just  what  it  was  at  that  time. 

Question.  Something  in  connection  with  the  Indians? 

Answer.  I  have  no  doubt. 

Question.  I  call  your  attention  to  sheet  No.  1-42,  showing  a  payment  on 
March  1,  1927,  of  $750,  the  amount  expended  for  "  Convention  committees 
Poison'  iwwer  sites,  hearing,  etc."     What  is  that  for? 

Answer.  This  is  not  my  expense  account. 

Question.  You  couldn't  testify  to  that? 

Answer.  No,  sir. 

Question.  I  call  your  attention  to  sheet  No.  1-45,  showing  a  payment  of  $750 
to  Mr.  Ward  marked  "  Poison."     Can  you  tell  what  that  is  for? 

Answer.  That  is  not  my  expense  account. 

Question.  Whose  expense  account  is  it? 

Answer.  It  is  signed  at  the  top  "  F.  W.  Bird." 

Question.  You  don't  know  whether  that  was  used  for  certain  Indians? 

Answer.  No,  sir. 

Question.  On  page  1-36  of  this  expense  account  is  a  payment  of  two  items  of 
$50  eacli  to  Robert  J.  Hamilton,  marked  "Flathead  Investigation  on  August 
19  and  29,  1927."     What  is  that? 

Answer.  Is  that  on  my  expense  account? 

Question.  I  don't  know.     Just  look  at  it. 

Answer.  It  is  not  my  expense  account. 

Question.  Robert  Hamilton  is  a  Blackfeet  Indian,  isn'r  he? 

Answer.  I  didn't  even  know  him. 

Mr.  Dixon.  Robert  Hamilton  is  a  Blackfoot  half-breed.  He  may  live  over 
on  the  Flathead  at  this  time.     He  is  allotted  on  the  Blackfoot. 

By  Mr.  Grorud: 

Question.  This  shows  another  payment  to  Robert  J.  Hamilton  on  January 
15,  1927,  of  $35.     Will  you  tell  us  if  that  applies  to  the  Flathead  project? 

Answer.  It  is  not  on  my  expense  account. 

Question.  Is  it  charged  to  the  Flathead  project? 

Answer.  I  don't  know. 

Question.  You  don't  know? 

Answer.  No. 

Question.  On  page  1-^0  there  are  two  payments,  one  on  October  29,  1928, 
of  $100,  and  then  on  November  1,  1928,  a  payment  "Re  Flathead  site,  $120." 
Can  you  tell  us  what  that  is  for  [handing  paper  to  witness]  ? 

Answer.  This  is  not  my  expense  account. 

Question.  And  you  can  not  tell  whether  or  not  it  was  paid  for  the  benefit  of 
the  Indians  or  to  certain  Indians? 

Answer.  I  don't  know. 

Question.  Secretary  Work  visited  the  project,  did  he  not,  in  1927? 

Answer.  I  believe  he  did.     Yes,  sir. 

Question.  He  had  a  meeting  with  the  tribal  council  of  Indians  at  Poison  on 
August  5,  1927,  did  he  not? 

Answer.  I  have  no  knowledge  of  it. 

Question.  Do  you  know  Thomas  A.  Mario w? 

Answer.  Yes,  sir. 
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Question,  Did  you  ask  him  to  go  to  the  Flathead  and  escort  Doctor  Work 
around  the  reservation? 

Answer.  No,  sir. 

Question.  On  page  7  of  the  account  designated  as  "  Rocky  Mountain  Power 
Co.,  Butte,  Mont.,  project  No.  5,  statement  of  prelicense  cost,  January  1,  1929," 
there  is  an  item  ''  T.  A.  Marlow,  trip  to  Flathead  at  request  Mr.  Kerr  $150." 
I  will  ask  you  if  that  is  not  the  time  that  he  was  given  $150  for  making  the 
trip  [handing  a  paper  to  the  witness]? 

Answer.  You  will  have  to  show  me  the  expense  account  before  I  could  tell  you. 

Question.  Have  you  the  expense  account  here? 

Answer.  I  see  it  written  here  in  type,  but  I  would  have  to  see  the  expense 
account  to  see  whether  I  did  or  not. 

Question.  Where   is   the   expense    account? 

Answer.  I  don't  know. 

Question.  Is  it  in  here  [handing  a  file  of  papers  to  the  witness]  ? 

Answer.  I  don't  know.  Do  3'ou  want  me  to  look  at  all  the  items  in  this 
account? 

Question.  Yes. 

Answer.  This  is  dated. 

Question.  It  is  item  No.  23  and  gives  no  date. 

Answer.  Does  it  not  give  a  reference  date  there?  It  will  save  a  lot  of 
trouble. 

Question.  I  will  show  it  to  you  [showing  certain  papers  to  the  witness]. 

Answer.  (After  looking  through  papers.)  If  I  have  checked  my  expense 
account  correctly,  I  don't  find  it. 

Question.  Well,  you  did  request  Mr.  Marlow  to  go  to  the  Flathead,  did  you 
not? 

Answer.  I  said  I  did  not. 

Question.  Well,  would  you  say  now  that  this  record  is  not  correct? 

Answer.  I  can  only  say  that  I  don't  know. 

Question.  Did  you  ever  send  Mr.  Marlow  to  the  Flathead  in  connection  with 
this  application? 

Answer.  I  have  no  recollection  of  ever  sending  him  there. 

Question.  Didn't  you  send  Mr.  Marlow  and  Mr.  Lusk  to  accompany  Mr.  Work 
in  his  inspection  through  the  Flathead? 

Answer.  I  did  not. 

Question.  Didn't  you  send  Mr.  Marlow  to  go  to  Black  Hills  to  visit  President 
Coolidge  and  take  certain  matters  up  with  him  regarding  the  application  for 
these  sites  in  August,  1927? 

Answer.  I  did  not. 

I  remember  this,  if  you  want  it  off  the  record:  I  remember  that  Tom  was 
very  much  excited  over  the  fact  that  he  had  an  invitation  to  visit  the  President 
at  Black  Hills. 

Question.  I  didn't  get  that,  Mr.  Kerr. 

Answer.  I  say,  Tom  was  very  much  pleased  at  having  an  invitation  from 
the  President  to  come  to  the  Black  Hills. 

Question.  He  went  with  Mr.  Work? 

Answer.  I  don't  know  w^hat  the  occasion  was.  All  I  remember  is  that  he 
was  much  delighted  about  it. 

By  Mr.  Grorud: 

Question.  Mr.  Work  stayed  at  Mr.  Marlow's  summer  home  over  Sunday  and 
went  to  the  Black  Hills  with  Mr.  Marlow,  didn't  he? 

Mr.  Kelly.  Oh,  we  object  to  that. 

Mr.  Grobud.  It  is  In  the  record. 

Mr.  KE3.LY.  You  may  state  it,  but  it  is  not. 

Mr.  Gborud.  Mr.  Kerr  said  "  off  the  record."  He  said  that,  but  it  is  in  the 
record  just  the  same. 

Mr.  Kelly.  For  the  purposes  of  the  record,  I  move  that  all  this  be  stricken 
out  as  irrelevant  and  immaterial. 

Mr.  Gborud.  What  "all"  do  you  refer  to? 

Mr  Kelly.  About  Mr.  Marlow. 

Mr.  Geobud.  About  his  going  to  the  Black  Hills? 

Mr.  Kelly.  Yes ;  and  his  visit  with  Mr.  Work. 

Mr.  Gbobud.  But  I  want  the  record  to  show  that  he  went  to  the  Black  Hills. 

Mr.  Kelly.  I  object  to  that.     The  commission  is  not  concerned  about  that. 
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By  Mr.  Grorud: 

Question.  Now,  Mr.  Kerr,  in  making  the  rate,  the  low  rate,  to  the  settlers 
on  15,000  horsepower,  below  cost,  you  understand  that  your  company  can  not 
make  a  rate,  can  not  make  i)Ower  rates,  without  approval  of  the  Montiina 
Utilities  Commission? 

Answer.  Yes,  sir. 

Question.  Since  your  proposal  of  February  17,  1927,  that  law  has  been 
repealed,  has  it  not?  I  mean  the  law  which  authorized  the  construction  of 
a  small  unit. 

Mr.  Kelly.  I  object  to  that,  if  the  court  please,  because  the  repeal  of  statutes 
is  a  matter  of  public  record,  of  which  this  commission  will  take  judicial  notice, 
and  it  is  not  a  proper  examination  of  this  witness. 

Mr.  Dixon.  I  sustain  the  objection. 

By  Mr.  Grorud: 

Question.  When  you  made  the  proposal  on  the  17th  of  February,  1927,  you 
had  in  mind  the  division  of  the  proceeds? 

Answer.  Not  at  all. 

Question.  You  did  not? 

Answer.  No,  sir. 

Question.  Well,  you  stated  that  it  would  cost  something  to  produce  the 
energy  at  that  low  price? 

Answer.  Yes,  sir. 

Question.  And  that  the  Indians  would  be  deprived  of  that  much  revenue  from 
the  site?  ; 

Answer.  I  didn't  say  that. 

Question.  You  didn't  say  that? 

Answer.  No. 

Question.  Would  you  absorb  the  loss  or  would  that  be  charged  to  the  Indians? 

Answer.  That  is  a  matter  for  the  authorities  in  Washington  to  decide.  We 
are  simply  asking  for  a  license. 

Mr.  Dixon.  Do  you  contend,  Mr  Grorud,  that  settlers  on  the  reclamation 
project  on  the  Flathead  have  no  right  or  equity  in  the  power  developed? 

Mr.  Grorud.  Yes.  I  contend  this :  That  that  should  not  be  made  a  condition 
precedent  in  this  application. 

Let  me  read  for  the  record  a  statement  of  Senator  Walsh  on  the  floor  of  the 
Senate  at  the  time  that  this  bill  was  passed  in  the  Senate. 

Mr.  Keixy.  Is  that  a  special  act  on  the  Flathead  site? 

Mr.  Grorud.  Yes. 

Mr.  Pope.  I  submit  that  if  arguments  are  to  be  made  here,  that  we  would  be 
very  glad  to  ask  Senator  Walsh  to  come  down  here  to  hear  and  participlate  in 
any  argument. 

Mr.  Grorud.  I  am  going  to  read  into  the  record 

Mr.  Pope.  I  object  to  his  reading  that,  because  it  is  immaterial.  It  is  not 
competent  evidence  and  it  is  a  violation  of  the  commission's  rules,  which  are 
to  this  effect:  That  the  hearings  will  be  held  upon  the  testimony  of  witnesses 
who  will  testify  to  facts  within  their  knowledge.  We  know  of  several  Con- 
gressmen and  Senators  who  will  be  glad  to  make  speeches  to  the  commission 
if  the  commission  desires  to  hear  them.  But  I  can't  see  any  object  in  going  into 
this  at  this  time  or  at  any  other  time  in  connection  with  this  hearing,  and 
we  object  to  it. 

Mr.  Dixon.  I  sustain  your  objection. 

Mr.  Grorud.  I  would  like  to  read  this  into  the  record  for  the  benefit  of  the 
commission. 

Mr.  Dixon.  What  Senator  Walsh  said  two  years  ago  in  a  Senate  debate? 

Mr.  Grorud.  No;  when  this  act  was  under  consideration. 

Mr.  Kexly.  I  submit,  Mr.  Chairman,  that  you  have  already  ruled  and  sus- 
tained the  objection. 

Mr.  Dixon.  I  have  sustained  the  objection.  I  can  not  see  that  that  is  per- 
tinent. 

Mr.  Gborud.  Now,  is  it  the  contention  of  this  commission  that  they  should 
take  into  consideration  that  so  much  power  be  given  to  the  settlers — that  is,  by 
any  applicant — and  they   make  the   rates? 

Mr.  Dixon.  I  think  the  contention  of  the  settlers  who  are  here,  and  who 
have  not  yet  testified,  is  that  they  have  both  a  legal  and  an  equitable  right 
to  that  power  which  will  be  developed  at  the  Poison  site. 
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Mr.  Pope.  I  will  say  for  the  benefit  of  the  commission  that  we  expect  to 
establish  what  we  have  to  say  by  evidence ;  not  by  arj^uments,  but  by  evidence 
of  a  competent  character,  and  by  testimony  of  those  who  know  the  facts  of 
which  they  purport  to  testify,  and  by  true  and  certified  copies  of  public  records; 
and  that  at  the  conclusion  of  this  hearing  we  will  file  a  brief  setting  forth 
the  arguments  and  the  legal  conclusions  that  might  be  drawn  from  the  evidence 
adduced.    I  don't  think  that  this  is  the  time  to  read  arguments  into  the  record. 

Mr.  Dixon.  I  don't  think  po,  Mr.  Grorud. 

Mr.  Kelly.  May  I  suggest  in  that  connection  that  this  witness  is  being 
cross-examined  by  Mr.  Grorud,  and  I  don't  see  why  he  should  make  as  a 
part  of  this  record  some  speech  of  some  Senator. 

Mr.  Grorud.  It  is  in  connection  with  the  construction  of  the  act. 

Mr.  Kelly.  I  think  that  the  examination  of  this  witness  ought  to  be  con- 
cluded and  that  the  filing  of  arguments  on  the  construction  of  acts  be  made 
by  briefs. 

Mr.  Dixox.  Objection  sustained. 

Mr.  Grorud.  He  asked  a  question.  If  he  doesn't  want  it  answered,  of  course 
it  is  all  right. 

By  Mr.  Grorud: 

Question.  Are  you  familiar  with  the  Flathead  irrigation  project,  Mr.  Kerr? 

Answer.  I  know  there  is  one.    That  is  about  all. 

Question.  Have  you  ever  made  an  examination,  that  is,  to  test  the  feasibility, 
that  is,  for  pumping  purposes  on  the  project? 

Answer.  Xo,  sir. 

Question.  Did  your  engineers  make  an  examination? 

Answer.  Xot  to  my  knowledge. 

Question.  Did  Mr.  Cochrane? 

Answer.  Not  to  my  knowledge. 

Question.  There  is  no  need  of  pumping,  that  is.  for  the  irrigation  on  this 
project  at  the  present  time,  is  there,  Mr.  Kerr? 

Mr.  Pope.  That  is  objected  to  because  the  witness  has  testified  that  he 
didn't  know. 

By  Mr.  Grorud: 

Question.  If  the  proposal  of  giving  the  settlers  a  certain  amount  of  power 
at  cost  or  at  any  price  for  selling  or  for  pumping,  would  not  that  put  the 
Government  in  the  position  of  selling  power? 

Mr.  Pope.  That  is  objected  to  as  calling  for  a  legal  conclusion  of  the  mtness. 

Mr.  Dixox.  Objection  sustained. 

Question.  Mr.  Kerr,  do  you  know  how  the  Indian  titles  are  extinguished? 

Mr.  Pope.  That  is  objected  to  as  calling  for  a  legal  conclusion? 

Mr.  Grorlt).  I  don't  want  any  conclusions.  I  only  want  him  to  answer  yes 
or  no. 

Mr.  Dixon.  Read  the  question. 

(The  reporter  read  the  last  question.) 

Mr.  Kelly.  It  is  immaterial  whether  he  knows  or  not. 

Mr.  Dixon.  Objection  sustained. 

By  Mr.  Grorud  : 

Question.  Something  was  said  with  reference  to  the  ownership  of  waters 
by  the  State  of  Montana.  Are  you  paying  any  royalty  for  any  of  your  projects 
or  plants  in  Montana  to  the  State  of  Montana? 

Mr.  Kelly.  Certainly  we  object  to  that,  if  the  commission  please,  as  irrele- 
vant and  immaterial. 

Mr.  Dixon.  He  may  answer  it  because  I  think  the  commission  will  take 
judicial  notice  that  the  State  of  Montana  under  its  statutes  does  not  collect 
a  royalty  for  the  use  of  water. 

Mr.  Kelly.  For  irrigation,  power,  or  any  other  use. 

Answer.  No,  sir. 

By  Mr.  Grorlt)  : 
Question.  Do  you  know  any  reason  why  the  Indians  should  be  discriminated 
against  by  paying  a  royalty  to  the  State  of  Montana  while  others  do  not? 
Answer.  No,  sir. 

Question.  Will  there  be  any  Indian  lands  flooded  by  the  construction  of  the 
first  dam  or  any  other  site  in  this  project? 
Answer.  I  don't  know  of  my  personal  knowledge. 
26465— 30— PT  10 50 
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Question.  You  don't  know? 

Answer.  No. 

Question.  What  have  you  been  paying  for  flooded  public  lands  in  the  State — 
that  is,  in  connection  with  your  other  projects? 

Mr.  Ki-XLY.  We  object  to  that  as  irrelevant  and  immaterial. 

Mr.  Grorud.  I  want  to  get  the  price,  that  is,  of  the  Indian  lands  to  be  paid 
for  in  addition  to  the  $1  a  horsepower.  I  want  to  know  whether  tlie  Indians 
will  be  paid  for  flooded  lands. 

Mr.  Dixon.  What  is  the  question  directed  to?  What  would  be  paid  for  over- 
flowed lands  around  the  Flathead? 

Mr.  Grorud.  No.  I  wanted  to  know  what  price  they  paid  for  public  lands  on 
their  other  projects,  so  I  can  get  an  idea  what  they  pay  for  flooded  lands. 

Mr.  Dixon.  I  think  that  would  depend,  Mr.  Grorud,  primarily  on  the  type 
of  land  and  where  it  is  located.  I  don't  think  you  can  pick  out  some  land  like 
this  and  judge  it  by  other  lands.  That  is  not  a  measure  of  value.  I  don't 
think  that  would  be  pertinent. 

Mr.  Kelly.  Of  course,  the  law  is  that  we  are  compelled  to  pay  the  full 
value  of  the  land.  That  is  the  law.  If  we  can  not  agree,  the  court  fixes 
it  by  a  proper  court  procedure ;  and  the  basis  is  the  full  value. 

Mr.  Russell.  The  land  value  is  fixed  under  condemnation  proceedings  where 
they  can  not  agree? 

Mr.  Kelly.  Yes.  Where  they  can  not  agree,  the  court  by  proper  procedure 
fixes  the  value;  and  the  basis  is,  as  I  say,  the  full  value  of  the  land  taken. 

Mr.  Russell.  That  value,  Mr.  Kelly,  I  think  you  will  agree,  is  measured  by 
the  value  of  adjacent  and  adjoining  similar  lands  in  the  same  location? 

Mr.  Kelly.  Yes ;  in  the  ordinary  way  of  valuing  land  for  ordinary  purposes. 

By  Mr.  Grorud: 

Question.  Have  you  any  information  as  to  when  pumping  will  be  necessary 
or  needed  on  the  Flathead  irrigation  project? 

Answer.  No,  sir. 

Question.  If  you  could  furnish  the  power,  say,  between  the  1st  of  June  and 
the  1st  of  September  in  each  year,  would  that  be  any  loss  to  your  company 
in  giving  cheap  power  to  the  settlers  or  anyone  else — that  is,  furnishing  a 
block  of  power  at  the  rates  as  proposed  by  you  in  your  application  or  in  your 
proposal? 

Answer.  I  think  your  question  is  directed  to  the  point  as  to  whether  there  is 
an  excess  of  water  between  those  two  periods,  and  when  it  is? 

Question.  Yes. 

Answer.  My  notion  is  that  probably  in  the  ordinary  irrigation  system  50 
per  cent  of  the  season  is  during  flood  periods  and  50  per  cent  is  during  a  time 
when  it  would  decrease  the  otherwise  available  power. 

Question.  So  you  could  not  serve  the  district  with  secondary  power  for  the 
whole  season? 

Answer.  Not  for  the  whole  season,  in  my  judgment. 

By  Mr.  Russell: 

Question.  Now,  Mr.  Kerr,  is  the  flood  period  in  the  Flathead  longer  or 
later  in  the  season  than  the  flood  period  of  ordinary  rivers? 

Answer.  Well,  it  is  a  little  later  than  it  is  on  the  east  side  of  the  mountains. 

Question.  There  is  a  court  holding  in  Montana  to  the  effect  that  the  flood 
season  ceases  prior  to  July  20.  Now,  that  applies  to  streams  flowing  into  the 
western  portion  also,  and  I  was  wondering  if  the  flood  season  is  longer  than 
that  in  the  Flathead  River. 

Answer.  That  is  shown  by  that  chart  there,  if  we  could  read  the  dates.  I 
haven't  definite  knowledge  of  it.  I  am  giving  my  business  judgment  as  to 
what  it  would  be. 

Mr.  Russell.  It  was  just  as  a  matter  of  information  that  I  wanted  to  examine 
into  this. 

Mr.  Pope.  I  think,  Mr.  Russell,  what  you  are  referring  to  is  the  Grant-Reed 
decision. 

Mr.  Russell.  With  which  we  are  very  familiar. 

Mr.  Pope.  Which  had  a  very  southern  exposure  and  was  not  very  typical. 

By  Mr.  Grorud: 
Question.  You  testified  before  the  Senate  Committee  at  St.  Ignatius  in  July 
of  this  year,  did  you  not? 
Answer.  Yes,  sir.  ' 
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Question.  Did  you  state  tliere  under  oath  that  if  you  were  compelled  to 
give  the  settlers  the  power  at  the  rates  specified  in  the  proposal  of  February 
17,  1927,  that  this  would  reduce  the  rentals  to  the  Indians? 

Answer.  My  recollection  of  the  testimony  is  that 

Mr.  Kelly.  Have  you  copies  of  that  testimony? 

Mr.  Gborud.  No;  I  have  not. 

Mr.  Kelly.  The  law  is  that  if  you  desire  to  confront  any  witness  with  his 
own  testimony,  you  should  first  show  him  the  testimony  and  ask  him  whether 
he  testified  in  such  a  manner ;  not  ask  him  what  he  testified  to  some  months 
or  years  ago. 

Mr.  Grorud.  I  am  just  asking  for  his  best  recollection.  I  don't  know 
myself. 

Mr.  Kelly.  I  thought  perhaps  you  had  his  statement  there. 

Mr.  Grorud.  No,  I  have  not. 

Mr.  Dixon.  He  may  answer. 

Answer.  My  recollection  of  the  testimony  was  in  substance  that  obviously 
the  dump  power,  which  is  the  only  category  into  which  a  grant  of  this  kind 
should  be  placed,  costs  money;  and  that  it  might  be  argued  that  therefore 
it  decreases  the  Indian  income.  I  don't  know  whether  that  was  the  language, 
but  I  think  so.     That  has  been  in  my  mind  all  the  time. 

By  Mr.  Grorlt): 

Question.  At  the  contemplated  site,  how  high  could  the  dam  be  built? 

Answer.  We  think  that  the  practical  use  of  the  site  is  up  to  a  level  of  2,893 
feet. 

Question.  Could  a  dam  be  built  to  raise  the  level  to  2,900  feet? 

Answer.  Yes.  I  think,  if  I  remember  the  conditions  correctly,  that  maybe 
it  could  be  built  25  feet  more  than  that ;  maybe  50  feet  would  be  possible. 

Mr.  Grorlt).  That  is  all. 

Mr.  Dixon.  Does  anybody  else  wish  to  ask  any  questions  of  Mr.  Kerr? 

Mr.  Jellisox.  Mr.  Secretary,  there  has  been  quite  a  little  talk  about  water, 
and  I  believe  that  the  Secretary  said  that  Montana  never  charged  anybody 
for  water  in  any  development  using  Montana's  water.    Did  I  get  that  right? 

Mr.  Dixon.  Yes.     That  is  my  remembrance. 

Mr.  Jellison.  Now,  referring  to  the  application  of  the  Montana  Power  Co. 
for  water  rights  on  the  Flathead  River,  I  would  like  to  have  one  point  in  that 
application  clarified  a  little  so  I  can  report  to  the  people  in  Montana  when  I 
get  back  there  what  that  portion  of  their  application.  Would  that  be  a  fair 
question  to  ask  here? 

Mr.  Dixon.  I  think  I  know  what  you  mean.     I  think  that  is  pertinent. 

Cross-examination  by  Mr.  Jejllison  : 

Question.  The  first  paragraph  of  the  application  is:  "That  it  has  a  legal 
right  to  use,  possession,  and  control  of,  and  to  claim  all  of  the  waters  of  the 
Flathead  River,  or  200,000,000  miner's  inches,  equal  to  50,000  cubic  feet  per 
second  of  said  county  and  State  for  irrigation,  generation  of  power  and  other 
useful  and  beneficial  purposes." 

The  second  article,  of  which  I  will  only  read  a  part,  reads,  "  that  the  purposes 
.for  which  said  water  is  claimed  and  appropriated  are  to  use,  sell,  and  dispense 
of  the  same  for  all  useful  and  beneficial  purposes." 

I  would  like  to  have  this  witness  say  who  he  expects  to  sell  water  to  in 
Montana. 

Answer.  I  haven't  any  idea  that  there  will  be  any  water  sold. 

Question.  Then,  what  are  you  asking  for  it  for? 

Answer.  We  ask  for  the  use  of  the  water  for  beneficial  use;  and  we  don't 
acquire  it.  as  I  understand  the  law%  unless  we  do  put  it  to  some  beneficial 
use.  If  the  fact  that  we  created  a  new  situation,  made  it  possible  for  us 
to  furnish  water"  to  someone  who  now  didn't  have  it  or  could  not  have  it,  per- 
haps there  might  be  a  chance  to  dispose  of  some  water  and  some  service. 

Question.  Well,  we  would  be  willing  to  have  you  sell  service,  but  not  the 
water. 

Mr.  Jellison.  We  respectfully  ask  this  commission  that  before  a  license 
is  granted,  an  amended  water  right  be  filed  for  such  amounts  of  water  as 
this  dam  will  use;  and  that  not  another  bucketful  only  what  this  power  site 
will  use,  be  given  to  the  Rocky  Mountain  Power  Company. 
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Mr.  Russell.  You  mean  by  that,  Mr.  Jellison,  that  the  commission  should 
say,  as  far  as  this  company  is  concerned,  that  the  only  use  that  this  water 
can  be  put  to  is  exclusively  to  be  devoted  to  hydroelectric  purposes? 
Mr.  Jellison.  Absolutely. 

Mr.  Russell.  Your  contention  is  that  the  power  company  ought  not  to  have 
permission,  if  they  had  surplus  water,  to  dispose  of  that  water  for  irrigation 
purposes? 

Mr.  Jellison.  That  is  just  what  I  mean,  exactly. 

Furthermore,  in  the  Flathead  Valley,  if  it  is  not  destroyed  by  this  develop- 
ment, we  have  in  the  neighborhood  of  112,000  acres  of  agricultural  land.  The 
past  season  has  seen  the  lightest  rainfall  that  has  occurred  in  many  years. 
Irrigation  is  bound  to  come  to  that  valley ;  and  sometimes — I  can  not  say 
when — there  will  be  irrigation  developments  in  that  valley. 

Just  exactly  how  that  irrigation  will  be  done  we  don't  yet  know.  There  are 
a  good  many  people  who  think  that  electric  power  distributed  around  the  farms 
by  small  plants  on  each  farm  will  be  the  proper  system.  Others  think  that 
large  canals  shall  be  built  from  the  upper  reaches  of  the  Flathead  River  to 
irrigate  this  great  valley. 

We  want  this  license,  when  it  is  issued,  to  so  regulate  the  ownership  and 
control  of  those  waters  that  not  one  bit  of  water  shall  be  appropriated  by  this 
power  company,  only  what  they  use  to  generate  power ;  and  that  any  irrigation 
development  north  or  south  of  this  lake  shall  have  all  the  water  necessary, 
and  that  no  legislation  or  decision  shall  curtail  the  supply  of  water  for  irri- 
gation. 

Now,  w^e  can  not  conceive  in  Montana,  Mr.  Secretary,  of  any  way  whereby 
this  applicant  or  any  other  applicant  should  be  allowed  to  sell  water.  Of 
course  if  they  had  put  in  a  great  bottling  works  and  bottled  up  the  water 
and  employed  a  lot  of  men  and  sent  the  water  down  here  to  Washington  for 
drinking  water,  w^e  would  not  object  to  that.  But  we  are  objecting,  and  very 
seriously  objecting,  to  any  such  regulation  whereby  they  can  build  a)i  aqueduct 
and  take  that  water  down  to  Los  Angeles  for  them  to  drink. 

Mr.  Dixon.  Mr.  Jellison,  you  rather  challenged  my  attention  in  a  private 
conversation  about  this  same  matter  some  days  ago.  Mr.  Henshaw  points  out 
to  me  now  that  any  proposed  license  for  water  at  the  Flathead  power  site 
should  contain  this  provision,  which  they  have  already  drafted: 

Art.  20.  The  use  of  water  by  the  licensee  shall  be  subject  to  all  diversions 
required  for  complete  development  of  irrigable  land  in  the  watershed  above 
its  works ;  and,  in  addition,  the  diversion  of  not  to  exceed  200  cubic  feet  per 
second  for  irrigation  use  of  other  watersheds." 

That  would  be  10,000  miner's  inches. 

"Any  general  use  of  water  for  development  of  power  will  not  be  held  to 
establish  priority  as  against  that  which  may  be  required  in  the  opinion  of  the 
Secretary  of  the  Interior  or  the  Governors  of  the  States  of  Montana,  Idaho, 
and  Washington  for  future  irrigation  of  either  upstream  or  downstream  areas 
susceptible  to  irrigation  on  the  Flathead,  Clarks  Fork,  or  Columbia  Rivers." 

The  Power  Commission  has  already  drafted  that  provision  to  be  included 
in  any  license  granted  under  this  application. 

Mr.  Jetxison.  Mr.  Secretary,  \yould  it  not  be  well  to  include  water  for 
municipal  purposes.  The  city  of  Kalispel  now  has  7,0000  people  and  has  water 
enough  developed  for  furnisliing  about  12,000  people.  But  as  that  city  grows, 
she  has  got  to  go  out  in  some  direction  for  water.  All  of  that  water  around 
there  sheds  into  the  Flathead  River.  We  want  a  reservation  made  whereby 
the  municipalities  along  the  stream  shall  not  be  deprived  of  any  water  and 
shall  not  have  to  pay  for  water. 

Mr.  Dixon.  I  think  your  point  is  very  well  taken. 

Mr.  Gkokud.  I  want  to  make  a  statement  that  the  Indians  are  not  objecting 
to  any  use  of  the  water  for  irrigation  or  municipal  purposes.  We  have  never 
objected  to  that  and  we  don't  object  to  it  now. 

Mr.  Dixon.  For  any  beneficial  uses? 

Mr.  Grorud.  Yes. 

Mr.  Dixon.  Such  as  irrigation? 

Mr.  Gborud.  That  is  correct. 

Mr.  Keo.y.  I  don't  see  where  you  have  any  objection  coming.  The  water 
belongs  to  the  people  of  the  State  of  Montana. 

Mr.  Grorud.  That  is  a  matter  of  law,  Mr.  Kelly. 

Mr.  Kerr.  I  will  say  that  the  Rocky  Mountain  Power  Co.  hasn't  any  objection. 

Mr.  Dixon.  Mr.  Jellison.  I  will  say  that  your  fear  which  really  raised  the 
question  in  my  mind  luis  iilrcndy  l)een  taken  care  of  by  the  Federal  Power 
Commission. 
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Mr.  Jellison.  I  didn't  know  that  it  had  gone  that  far. 

Mr.  Dixon.  I  didn't  either. 

Mr.  Jelxison.  But  I  did  know  that  it  was  recommended  by  Major  Butler's 
report. 

Major  Henshaw.  For  the  sake  of  the  record  I  want  to  say  that  this  which 
Mr.  Dixon  has  read  does  not  come  from  a  draft  of  the  license.  It  is  rather  a 
recommendation  in  Major  Butler's  report.  We  have  simply  assembled  in  our 
license  various  recommendations.  They  have  no  authority  as  a  license.  They 
are  simply  recommendations  of  Major  Butler  which  are  just  under  consideration 
by  the  commission  and  which  will  be  under  consideration  when  it  comes  time 
for  the  commission  to  draft  a  license. 

Mr.  Jellison.  I  was  well  aware  of  that.     I  have  read  Major  Butler's  report. 

He  also  recommends  that  the  super-development  from  2,893  feet  down  to 
2,875  shall  be  in  the  future. 

There  is  another  thing  that  we  object  to,  and  I  don't  think  this  commission 
is  going  to  grant  that  recommendation  of  Major  Butler 

Mr.  Dixon.  I  think  that  there  will  be  no  possible  action  looking  toward  that 
high  development.  I  am  just  saying  that  sitting  temporarily,  not  as  a  member 
of  the  Federal  Power  Commission. 

Major  Butler  also  makes  a  suggestion  that  200  cubic  feet  a  second  might 
well  be  enlarged  for  future  development. 

Mr.  Jellison.  Mr.  Secretary,  we  could  never  understand  just  exactly  where 
200  cubic  feet  of  water  could  be  diverted  into  another  watershed. 

Mr,  Dixon.  Mr.  Jellison,  Major  Henshaw  just  shows  me  that  that  recom- 
mendation is  for  final  diversion  across  the  mountain  into  the  Sun  River  project. 

Mr.  Jellison.  Yes. 

Mr.  Dixon.  And  that  there  is  no  limit  to  irrigation  development  in  the  upi)er 
valley  of  any  extent. 

Mr.  Jellison.  Yes.  I  knew  that  there  was  such  a  possibility  up  there,  but 
it  seems  that  it  is  in  the  remote  future. 

Mr.  DixoN.  Now,  have  you  any  more  questions  to  ask,  Mr.  Jellison? 

Mr.  Jellison.  I  have  another  question  that  I  want  to  clear  up.  I  want  to 
make  sure  that  nobody  in  Montana  will  have  to  go  and  buy  his  water  from  the 
Montana  Power  Co. 

Mr.  Dixon.  You  are  willing  to  buy  power  from  them  ? 

Mr.  Jellison.  Oh.  yes.  We  are  willing  to  buy  power.  I  might  buy  out  on 
my  farm  if  they  would  come  along  and  sell  it  to  me  at  a  quarter  of  a  mill 
a  kilowatt-hour. 

Mr.  Ely.  Mr.  Kelly,  Mr.  John  D.  Ryan  is  president  of  the  Rocky  Mountain 
Power  Co.  and  he  is  also  president  of  the  Montana  Power  Co.,  isn't  he? 

Mr.  Kelly.  Yes. 

Mr.  Ely.  I  want  to  ask  you  about 'this  clause  in  the  guarantee  which  pro- 
vides that  the  Montana  Power  Co..  upon  making  an  arrangement  satisfac- 
tory to  its  president  for  delivery  to  this  company  of  all  or  part  of  th?  electric 
energy  developed  by  such  project,  shall  guarantee  to  undertake,  and  so  forth. 
Now.  the  undertaking  to  the  Federal  Power  Commission  is  contingent  upon 
making  an  arrangement  satisfactory  to  the  president,  and  the  president  is  the 
president  of  both  companies.  So  it  seems  that  we  are  not  getting  very  much 
of  a  guarantee,  doesn't  it? 

Mr.  Kerr.  That  is  a  brand  new  question.  It  was  brought  up  here  last  night 
I  am  frank  to  say  that  I  overlooked  it  entirely. 

I  might  add  that  I  have  already  had  some  conversations  to  see  whether 
that  can  be  improved,  if  the  commission  desires.  While  I  haven't  that  author- 
ity, I  am  quite  sure  that  the  intention  was  to  guarantee  performance  of  that. 

Mr.  Dixon.  That  would  be  like  a  man  trading  with  himself. 

Mr.  Ely.  Your  application  is  to  be  based  on  that  and  the  Rocky  Mountain 
Power  Co.  has  no  financial  ability  at  all,  as  I  understand  it. 

Mr.  Kerr.  As  far  as  I  am  in  authority,  I  will  say  that  we  will  try  to 
compose  our  views  on  that. 

Mr.  Kelly.  I  take  it  that  it  will  be  the  conclusion  of  this  commission  that 
in  order  for  a  satisfactory  guarantee  to  be  given  the  commission  call  upon 
the  officers  of  the  Montana  Power  Co.  to  furnish  a  guarantee  in  such  form  as 
this  commission  would  determine  would  be  proper.  If  that  was  not  forth- 
coming, of  course,  our  application  might  be  denied,  if  it  was  considered 
meritorious  otherwise.  We  will  furnish,  if  the  commission  sees  fit  to  grant 
this  license,  a  satisfactory  guarantee,  a  guarantee  that  will  be  satisfactory  to 
the  commission. 

Mr.  Ely.  That  is  all. 
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Mr.  Dixon.  Are  there  any  other  questions  of  this  witness?  If  not,  we  will 
take  a  recess  at  this  time  until  2.15. 

(Whereupon  at  12.50  p.  m.  a  recess  was  taken  until  2.15  o'clock  p.  m.) 

AFTESk  BECJE8S 

The  hearing  was  resumed  at  2.15  o'clock  p.  m.,  pursuant  to  the  taking  of 
recess,  Hon.  Joseph  M.  Dixon  presiding. 

Mr.  Dixon.  We  will  come  to  order,  gentlemen.  Mr.  Grorud,  have  you  any 
further  cross-examination? 

Mr.  Grorud.  No;  I  just  want  to  give  a  list  of  the  councilmen  of  the  Flat- 
head Tribal  Council. 

Mr.  Dixon.  I  just  happened  to  notice  your  letterhead.  I  don't  dispute — I 
am  not  saying  they  are  not  good  men ;  I  just  thought  it  was  a  little  strange 
that  none  of  them  were  Flatheads. 

Mr.  Grorud.  I  promised  that  I  would  bring  in  the  names,  and  I  will  read 
them. 

Mr.  Dixon.  You  don't  need  to  read  them  into  the  record.  It  is  purely  inci- 
dental anyway. 

Mr.  Grorud.  At  the  suggestion  of  Mr.  Russell,  at  this  time  I  will  ask  that 
the  answer  of  the  Flathead  Tribal  Council,  filed  with  the  commission  about 
June  15,  1928,  be  made  a  part  of  the  record. 

Mr.  Dixon.  Very  well.     Identify  it,  mark  it,  that  is  your  first  exhibit. 

Mr.  Grorud.  Yes.  Or  I  would  like  to  have  it  inserted,  if  possible.  It  is  not 
very  long,  and  I  would  like  to  have  it  inserted  without  reading  it. 

Mr.  Dixon.  All  right,  just  offer  it  for  identification. 

Mr.  Grorud.  And  the  act  of  March  3,  1911. 

Mr.  Dixon.  We  don't  want  this  printed  in  the  body  of  the  record.  We  will 
just  have  it  for  reference. 

Mr.  Grorud.  Just  for  reference.  The  act  of  March  3,  1911  (26  Stats.  1066), 
and  the  act  of  August  24,  1912.  (37  Stats.,  p.  526;  and  the  act  of  May  29, 
1908,  35  Stats.,  p.  448 ;  the  act  of  March  3,  1909,  35  Stats.,  p.  795.)  That  is  the 
act  reserving  the  power  sites,  and  together  with  the  letter  of  Secretary  Ballinger 
to  the  President  of  the  Senate. 

Mr.  Dixon.  Do  you  want  these  printed  in  the  record? 

Mr.  Grorud.  I  would  like  to  have  them  printed  right  at  this  time;  yes. 

Mr.  Dixon.  Well,  these  are  public  acts.  There  is  no  need  to  put  them  in  the 
record. 

Mr.  Grorud.  They  can  be  offered  as  exhibits  then. 

Mr.  Dixon.  These  are  already  in  the  files,  I  am  informed. 

Mr.  Grorud.  They  are  in  the  files  but  not  in  this  record,  and  I  understand 

Mr.  Bonner.  You  just  want  it  stipulated  that  they  are  in  the  record? 

Mr.  Grorud.  Yes. 

Mr.  Dixon.  All  right.  The  Montana  Power  Co.,  Mr.  Bonner  says,  has  ju.st 
filed  these  rate  schedules  with  the  Montana  commission.  Do  you  want  to 
examine  them,  Mr.  Forbes? 

Mr.  Forbes.  May  I  have  one  set  of  each?  (Mr.  Bonner  handed  the  papers 
to  Mr.  Forbes.) 

Mr.  Dixon.  If  there  are  no  further  questions  from  Mr.  Kerr,  call  your  next 
witness. 

Mr.  Keixy.  Mr.  Cochrane  will  be  the  next  witness.  In  the  meantime,  if  the 
commission  please,  I  have  here  one  copy  of  the  Electric  Bond  &  Share  Co. 
service  contract  with  the  Montana  Power  Co.,  which  was  requested  and  which. 
I  desire  to  offer  and  to  say  that  there  are  more  copies  in  the  mail,  so  that 
additional  copies  will  be  furnished  so  that  the  commission  may  have  three,  I 
believe,  or  whatever- they  require,  and  the  other  parties  also. 

In  view  of  the  cross-examination  of  the  witnesses  I  desire  permission  to 
read  one  or  two  short  excerpts  from  the  contract  into  the  record  at  this  time» 
without  reading  the  entire  contract. 

Mr.  Dixon.  Very  well. 

Mr.  Kelly  (reading)  : 
"  The  Montana  Power  Co. 

"  Dear  Sirs  :  We  submit  this  proposal  under  which  your  directors  and  officers 
in  the  management  and  operation  of  your  properties  and  business  will  have  the 
benefit  of  the  suiM'rvision  and  general  special  services  of  our  organization.  In 
the  practical  operation  of  this  plan  <iur  organization  becomes  an  auxiliary  to 
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your  own  organization,  functioning  at  all  times,  however,  in  cooperation  with 
and  subject  always  to  the  control  of  your  directors  and  your  officers." 

That  is  the  first  paragraph. 

Paragraph  10  of  the  contract  reads  as  follows : 

"  We  will  do  all  work  incident  to  vouchering  for  payment  and  pay  such  of 
your  invoices  as  you  may  desire  to  have  paid  from  New  York ;  reconcile  your 
New  York  bank  accounts  and  furnish  you  with  monthly  statements  thereof. 
We  will  provide  for  and  supervise  the  preparation  of  statements  and  analyses  of 
accounts  for  the  benefit  of  your  officers.  Our  accounting  specialists  will  be 
available  to  you  in  New  York  for  consultation  and  advice  on  all  accounting 
matters  including  merchandising  and  job  accounting  utilization  of  mechanical 
accounting  and  office  devices  and  uniform  classification  of  materials  and 
supplies  and  control  thereof." 

Paragraph  24 : 

"  For  the  services  covered  by  the  foregoing  " — and  section  10  is  one  section 
of  the  foregoing — *'  sections  of  this  part  1,  we  are  to  receive  as  compensation 
each  month  an  amount  which  will  be  computed  by  application  of  the  following 
percentages  to  your  total  operating  revenues  per  month." 

The  schedule  begins  with  1.6  per  cent  of  the  first  $250,000  and  ends  with 
one-half  of  1  per  cent  on  all  amounts  over  half  a  million  dollars. 

There  is  excepted  from  this  charge  all  intercompany  accounts,  subsidiaries — 
that  is  to  say,  if  power  is  exchanged  and  sold,  that  is  not  considered  as  a 
part  of  the  income  upon  which  these  percentages  are  computed. 

Subdivision  (a)  of  paragraph  25  reads: 

•'  For  the  original  negotiation  and  sale  of  each  issue  for  which  a  new 
mortgage  or  other  indenture  prepared  under  our  direction  is  created  or  to  be 
created:  For  the  first  $5,000,000,  1  per  cent;  for  the  next  $5,000,000,  three- 
quarters  of  1  per  cent,"  and  down  to  a  quarter  of  1  per  cent. 

I  put  this  in,  because  the  testimony,  or  the  record,  as  I  understand  it,  now 
shows  that  Mr.  W^heeler's  estimate  of  the  cost  of  financing  is  $834,000  on  the 
first  unit,  or  nearly  10  per  cent,  so  that  this  contract  with  the  Electric  Bond  & 
Share  for  that  would  run  something  less  than  1  per  cent  on  this  project. 

And  again  with  reference  to  construction — and  I  read  this  into  the  record 
because  it  was  suggested  by  some  one  here  that  15  or  20  per  cent  was  charged, 
or  accrued  to  the  benefit  of  the  Electric  Bond  &  Share  Construction  Co.  if  it 
did  the  work — the  first  portion  of  paragraph  28  discloses  that  they  haven't 
any  right  to  insist  upon  doing  any  construction  work,  and  the  paragraph 
reads : 

"  When  requested  we  will  arrange  for  a  construction  contract  between  you 
and  one  of  our  associated  construction  companies,  under  which  the  construc- 
tion company  will  take  charge  of  construction  or  reconstruction  work." 

Then  some  of  the  conditions  of  the  contract  are  outlined,  but  the  fees  shall 
be,  reading  subdivision  {d)  of  that  paragraph: 

'*  The  construction  company  will  receive,  as  compensation  for  its  services, 
a  fee  upon  the  following  percentages  of  the  total  cost,  after  deducting  certain 
items  noted  below,  of  the  construction  work  covered  by  the  construction  con- 
tract, 5  per  cent  of  the  first  $200,000  cost,  41/2  per  cent  of  the  next  $800,000 
of  cost,  and  4  per  cent  of  all  additional  cost. 

"  For  the  purpose  of  computing  ("his  fee,  there  shall  be  deducted  from  the 
total  cost  the  cost  of  real  estate  and  rights  of  way,  unless  procured  by  or  under 
supervision  of  the  construction  company,  and  the  cost  of  accidents  and  damages 
not  covered  by  insurance,  interest,  and  taxes  during  construction,  and  all 
charges  for  services  of  employees  of  the  Electric  Bond  &  Share  Co.  This  fee 
shall  be  payable  in  monthly  installments  based  upon  the  construction  expendi- 
tures of  the  preceding  month." 

And  finally  the  last  paragraph  provides: 

"  This  proposal  when  accepted  by  you  in  the  space  provided  below  will  be- 
come a  contract  effective  as  of  January  1,  1929,  to  remain  in  effect  until  ter- 
minated by  mutual  agreement  or  by  either  party  on  60  days'  written  notice  to 
the  other  party,  each  party  reserving  the  right  to  terminate  the  contract  at 
will." 

I  ask  to  have  that  marked. 

Mr.  Bonner.  Your  exhibit  No.  7. 

Mr.  Kelly.  Exhibit  No.  7,  if  that  is  the  number,  and  we  will  supply  addi- 
tional copies  of  the  contract. 


4054      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Mr.  Forbes.  Mr.  Kelly,  do  I  understand  that  the  rate  schedule,  which  is  not 
yet  marked  as  an  exhibit,  however — Mr.  Bonner  have  you  given  this  a  number? 

Mr.  Bonner.  It  has  not  been  identified  as  an  exhibit  at  all. 

Mr.  Forbes.  Do  you  care  to  have  it  identified  as  an  exhibit? 

Mr.  Kelly.  We  presented  it  on  your  request  to  tlie  commission.  It  is  your 
exhibit  if  you  want  it,  I  may  say  that  when  these  schedules  arrived  it  was 
learned  that  the  wholesale  rate  was  not  incorporated,  and  the  typewritten  addi- 
tion was  made  last  night  by  Mr.  Cochrane  from  data  which  he  had  in  his 
tiles,  showing  what  the  wholesale  rate  is.  Mr.  Cochrane  will  be  here  for 
examination  on  that  point. 

Mr.  Forbes.  On  that  point? 

Mr.  Kelly.  Yes. 

Thereupon, 

Harry  H.  Cochrane  was  called  as  a  witness  for  and  on  behalf  of  the  appli- 
cant, the  Rocky  Mountain  Power  Co.,  and  having  been  first  duly  swoni.  was 
examined  and  testified  as  follows: 

Direct  examination  by  Mr.  Kelly  : 

Question.  What  is  your  name? 

Answer.  Harry  H.  Cochrane. 

Question.  And  where  do  you  live,  Mr.  Cochrane? 

Answer.  In  Butte. 

Question.  Montana? 

Answer.  Butte,  Mont. 

Question.  And  what  is  your  business  or  profession? 

Answer.  Engineer. 

Question.  And  by  whom  are  you  employed? 

Answer.  The  Montana  Power  Co. 

Question.  How  long  have  you  been  in  the  employ  of  the  Montana  Power  Co.? 

Answer.  About  23  years. 

Question.  You  are  now  the  chief  engineer  of  the  Montana  Power  Co.? 

.Ans\yer.  Yes. 

Question.  And  how  long  have  you  occupied  that  position? 

Answer.  I  can't  say  exactly.     I  should  say  perhaps  15  years. 

Question.  And  in  connection  with  your  work  as  engineer  for  the  Montana 
Power  Co.  you  also  have  had  to  do  with  the  engineering  features  arising  in 
connection  wth  Great  Falls,  Thompson  Falls  Power  Co.,  and  other  subsdiary 
or  associated  companies  of  the  Montana  Power  Co.? 

Answer.  Y>s,  sir. 

Question.  Have  you  given  some  attention  to  the  Flathead  project? 

Answer.  I  have. 

Question.  First,  for  the  purpose  of  the  record,  Mr.  Cochrane,  what  was  your 
training  from  an  educational  standpoint,  aside  from  your  practical  work  of 
these  years?     Were  you  educated  as  an  engineer ;  and  if  so,  where? 

Answer.  I  received  a  bachelor  of  science  degree  from  Trinity  College,  and 
later  the  degree  of  master,  mechanical  engineering,  from  Cornell  University. 

Mr.  Dixon.  What  Trinity  College? 

Answer.  Hartford,  Conn. 

By  Mr.  Kelly  : 

Question.  And  what  year  did  you  graduate  in  engineering? 

Answer.  1906.  I  came  to  Montana  shortly  after  that,  and  have  been  witli 
the  Montana  Power  Co.  and  its  predecessors  continually  since  tliat  time. 

Question.  Now,  the  notice  of  this  meeting  or  hearing  provided  that  the  appli- 
cation should  give  a  general  presentation  of  the  project,  building  construction, 
heigbt  of  dam,  and  so  forth.  Will  you,  as  briefly  as  you  may,  covering  the 
subject,  outline  for  the  record,  for  the  commission,  this  project  as  it  is  designed 
and  intended  to  be  carried  out,  as  you  know  it? 

Answer.  The  Rocky  Mountain  Power  Co.'s  plan  contemplates  the  construction 
of  a  concrete  dam  in  the  canyon  of  the  Flathead  River  below  Flathead  Lake, 
which  will  raise  the  water  to  a  maximum  elevation  of  2,893,  and  which  will 
provide  a  head  for  the  production  of  power  of  185  feet.  The  elevation  to  which 
the  water  will  be  raised,  taken  together  with  the  elevation  to  which  it  will  bo 
drawn  down,  embracing  a  vertical  distance  of  10  feet,  we  estimate  will  pro- 
vide a  minimum  continuous  flow  of  5,400  second-fc^t  90  per  cent  of  the  time. 
We  estimate  that  this  flow,  taken  together  with  the  available  head,  will  pro- 
duce 80,000  continuous  horsepower. 


I 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     4055 

The  power  plant  will  be  situated  along  the  bed  of  the  river  immediately 
below  the  dam  and  will  receive  its  water  through  tunnels  cm  ending  through 
the  rock  cliff  from  a  point  above  the  dam  to  the  plant. 

There  will  be  installed  initially  three  generating  units,  eac!,  having  a  capacity 
of  50,000  horsepower,  or  a  total  plant  capacity  of  150,000  horsepower,  but  pro- 
vision will  be  made  in  the  layout  of  the  plant  and  intake  and  tunnels  so  that 
at  some  later  date,  if  it  is  found  necessary  or  desirable  or  commercially  feasi- 
ble, an  additional  unit  with  its  complete  equipment  may  be  installed  to  bring 
the  capacity  of  the  plant  up  to  200,000  horsepower.  The  contingencies  which 
might  lead  to  this  additional  development  or  enlargement  of  the  original  de- 
velopment are  either  that  the  mayor  of  Poison  on  the  one  hand  might  agree, 
and  his  constituents  agree,  that  the  lake  water  could,  without  detriment  to  their 
vicinity,  be  lowered  to  a  point  lower  than  it  normally  is  at  the  present  time; 
on  the  other  hand,  that  Mr.  Jellison  and  his  constituents  might  be  persuaded 
to  allow  the  lake  level  to  be  raised,  either  or  both  of  which  would  allow 
additional  storage  and  increase  in  the  minimum  flow. 

A  still  further  alternative  would  be  that  additional  storage  might  be  pro- 
vided in  the  Flathead  River  or  some  of  its  branches  above  the  lake.  AVe  haven't 
any  notion  that  any  of  these  things  will  happen  in  the  very  near  future,  but  we 
thought  it  would  do  no  harm,  and  it:  was  in  fact  at  the  suggestion  of  Mr. 
Butler  that  we  slightly  modified  our  original  design,  which  contemplated  four 
smaller  units,  and  are  now  planning  to  incorporate  as  much  power  in  three 
units  as  we  originally  had  in  four,  so  that  the  addition  of  the  fourth  will  in- 
crease the  capacity  of  the  site  by  33  per  cent,  when,  as.  and  if  additional 
storage  may  be  made  available.  It  was  our  idea  that  such  an  arrangement 
would  best  comply  with  the  Power  Commission's  rules  ;  that  provision  should 
be  made  in  the  development  of  the  site  to  develop  all  the  power  which  could 
possibly  be  developed  at  that  point. 

Question-.  Your  plans  as  now  designed  contemplate  the  development  of  all 
of  the  available  power  with  a  maximum  elevation  of  2,893? 

Answer.  Yes. 

Question.  What  is  the  difference,  if  any — or  what  is  the  difference  between 
the  set-up  or  figures  w^hich  you  make,  and  the  figures  of  Mr.  Wheeler,  wherein 
he  proposes  to  develop  105,000  continuous  horsepower  at  his  plant  at  the  same 
elevation,  namely,  2.893? 

Answer.  The  difference  between  Mr.  Wheeler's  figures  and  mine  are  accounted 
for,  first,  by  the  assumption  by  him  that  there  will  be  available  1,400,000  acre- 
feet  of  storage.  I  believe  this  storage  is  supposed  to  be  included  between 
elevations  2,893  and  2,882,  or  11  feet,  w^hich  in  turn  is  based  on  the  assumption 
that  the  area  of  the  lake  is  120,000  acres  at  elevation  2.882.  which  is  the  low- 
water  level,  rather  than  at  the  high-water  level  of  the  lake. 

I  have  not  been  able  to  find  definite  figures  to  prove  where  the  area  of  the 
lake,  as  measured  from  the  map  made  by  the  Government,  was  taken,  but  I 
have  assumed  it  to  be  at  the  upper  level  rather  than  the  lower,  and  on  that 
basis  the  storage  capacity  between  the  elevations  assumed  by  Mr.  Wheeler 
would  be  somewhat  less  than  he  has  taken.  The  figures  I  have  used  for  storage 
between  elevation  2,893  and  2,882  are  a  little  less  than  1.200,000  acre-feet. 

Another  difference  in  figures  is  that 

Question.  Just  in  that  connection,  before  you  pass  that — in  any  event,  the 
storage  water,  or  the  amount  of  water  in  the  lake  at  2,893,  will  be  exactly  the 
same  for  you  as  it  would  be  for  Mr.  Wheeler? 

Answer.  It  would  if  we  used  the  water  between  the  same  elevations. 

Question.  Exactly.     There  would  be  just  as  much  water  in  the  lake? 

Answer.  But  if  he  uses  one  foot  more  of  storage  than  we  plan  to  do,  he  will 
have  less  than  10  per  cent  more  storage ;  whereas,  his  figures  show  more  than 
20  per  cent  more. 

Question.  Can  he  use  any  more  than  you  can,  without  dredging  the  lake? 

Answer.  No. 

Question.  So  that  in  the  absence  of  dredging,  the  amount  of  water  available 
would  be  exactly  the  same  in  either  instance? 

Answer.  He  plans  to 

Question.  W^on't  you  answer  that  first? 

Answer.  Yes ;  that  is  true.  But  I  will  say  that  he  plans  to  dredge  the  outlet 
of  the  lake  to  allow  a  little  more  drawdown  than  we  have  figured  on. 

Question.  If  it  be  the  desire  of  the  commission  that  the  natural  level  of  the 
lake  should  be  lowered,  and  that  can  be  done,  the  Rocky  Mountain  Power  Co. 
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could  do  that  in  exactly  the  same  way  that  Mr.  Wheeler  could  do  it,  to  make 
that  water  available? 

Answer.  In  exactly  the  same  way. 

Question.  Now,  then,  as  to  the  other  factors  that  go  to  make  up  this  difference? 

Answer.  Another  difference  is  that  he  has  estimated  his  head  for  site  No. 
1  at  175  feet,  against  our  185.  Mr.  Wheeler  apparently  didn't  have  accurate 
surveys  at  the  time  this  fij^ure  was  made,  and  so  these  slight  underestimates, 
which  would  tend  to  offset  his  overestimation  of  st07*age. 

The  most  important  discrepancy  between  our  figures  lies  in  the  fact  that  on 
page  4  of  his  estimate  he  has  given  two  figures  of  horsepower  output  available 
from  site  No.  1.  Under  the  column  headed  '*  75  per  cent  load  factor  "  is  given 
the  figure  "  84.000  horsepower,"  which  he  has  explained  in  the  hearing  really 
means  a  figure  determined  from  Major  Butler's  report,  based  not  on  the  75 
per  cent  load  factor  but  upon  an  eflBciency  of  70  per  cent. 

In  his  other  column,  headed  "100  per  cent  load  factor,"  he  estimates  105.000 
horsepower,  which  he  has  also  explained  has  nothing  to  do  with  the  100  per  cent 
load  factor  particularly  but  is  based,  as  compared  with  the  first  column,  on  an 
efficiency  of  87 14  per  cent. 

He  also  has  explained  that  87i/^  per  cent  eflOiciency  was  guaranteed  by  a 
reputable  manufacturer  of  water  wheels  and  generators,  and  he  used  this  figure 
as  an  average  over-all  effective  efficiency  which  could  be  maintained  by  the 
plant  at  all  loads  at  which  it  is  called  upon  to  operate  continuously,  presumably, 
during  the  operation  of  the  license.  A  modern  generating  unit  consisting  of 
water  wheel  and  generator  and  transformer,  can,  at  the  peak  of  its  load,  or  at 
the  peak  of  its  efficiency  curve,  I  should  say,  operate  at  as  high  efficiency  as  87 
per  cent,  or  87^4,  but  the  total  range  of  operation  of  this  generating  unit 
throughout  the  whole  scope  of  its  efficiency  curve  may  vary,  will  vary,  I  will 
say,  from  zero  at  zero  load  up  through  various  stages,  20,  30,  40.  50.  60,  70, 
and  so  forth,  to  the  peak,  and  then  at  overload,  efficiency  will  again  be 
decreased. 

In  the  ordinary  operation  of  a  plant  it  is  impossible  to  operate  continuously  all 
the  generating  unit  at  the  peak  of  the  efficiency  curve.  To  get  a  figure  of  what 
might  be  expected  with  these  generating  units  operating  at  various  loads,  may 
be  due  to  variable  load,  may  be  due  to  a  continuous  and  steady  load  which  did 
not  exactly  fit  the  capacity  of  the  generators,  I  have  taken  some  records  from 
the  operation  of  one  of  our  largest  plants — in  fact,  our  largest  plant,  that  at 
Volta,  being  comparable  in  size  and  head  to  the  Flathead  plant,  and  equipped 
with  water  wheels,  generators,  and  transformers  of  the  same  type  which  would 
be  used  in  this  plant,  and  at  which  plant  continuous  records  are  kept  of  the 
available  head  and  the  amount  of  water  discharged  by  the  plant  used  through 
the  plant.  Our  records  show  that  the  usual  and  average  operating  conditions 
of  this  plant  give  an  efficiency  of  74  per  cent. 

Mr.  Bonner.  Against  your  static  or  effective  head? 

Answer.  Static  and  effective  head  are  nearly  the  same  at  that  plant. 

Mr.  Bonner.  They  would  not  be  nt  Flathead,  though,  on  account  of  the  tunnels. 

Answer.  Flathead  would  be  a  little  lower.  Flathead  would  tend  to  have  a 
lower  efficiency  on  account  of  longer  tunnels. 

Mr.  BoNNFR.  I  was  wondering  a  moment  ago  when  you  were  speaking  of  87^4 
per  cent,  whether  you  had  in  mind  effective  or  static  head  in  that  case? 

Answer,  I  had  in  mind  effective  head.  That  is  the  only  thing  the  water-wheel 
company  will  base  its  guarantees  on.  So  that,  of  course,  there  is  a  few  per  cent 
difference  between  that  and  the  efficiency  which  would  be  realized  even  at  the 
I)eak  of  the  efficiency  curve,  when  the  static  head  is  taken. 

This  74  per  cent  was  based  on  the  water  actually  used  by  the  plant.  It  took 
no  account  of  any  water  which  might  be  wasted  outside  the  plant.  Now,  in 
the  case  of  the  Flathead  plant,  which  operated  about  eight  months  in  the  year 
from  stored  water,  and  whose  available  output  during  this  eight  months  is  based 
on  the  amount  of  this  stored  water  which  it  can  use,  I  think  it  will  be  found, 
because  we  have  found  it  continually  year  after  year  in  the  operation  of  sim- 
ilar plants  on  the  Missouri  River,  that  it  is  impossible  to  guess  in  advance  how 
fast  the  water  can  be  used  out  of  storage  in  order  to  use  it  all  but  not  run 
short  at  the  end  of  the  storage  season  and  have  to  materially  reduce  the  output 
of  the  plant,  thereby  shutting  down  your  customers.  In  the  case  of  an  isolated 
plant  it  is  as  difficult  to  start  on  the  1st  of  September  with  a  reservoir  full  of 
water  and  no  knowledge  of  the  rainfall  and  snowfall  and  the  spring  run-off  and 
evaporation  which  will  occur  during  the  remaining,  or  during  the  followinir  «Mgbt 
months,  and  gage  the  use  of  that  water  to  carry  your  load  and  come  out  cvin 
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and  use  all  of  it,  as  to  guess  what  the  stock  market  is  going  to  do  for  eiglit 
months. 

So  in  the  ordinary  operation  of  the  plants,  in  order  to  be  safe  and  conserve 
the  water  as  much  as  possible,  we  practically  always  come  out  in  the  spring 
with  a  surplus  which  must  be  wasted.  And  for  that  reason  I  think  it  would  be 
•certainly  no  more  than  conservative  to  take  off  another  4  per  cent  from  the  what 
I  might  say  "  average  effective  efficiency,"  and  using  the  Federal  Power  Com- 
mission's standard  figure  for  computing  the  capacity  of  a  plant  of  70  per  cent, 
and  it  is  that  figure  which  I  have  used  in  computing  the  capacity  of  the  plant. 

By  Mr,  Kelly: 

Question.  In  other  words,  Mr.  Wheeler's  figures  for  development  of  105,000  of 
•continuous  horsepower  in  addition  to  the  variations  in  storage  and  so  forth,  is 
toased  upon  an  ideal  operation  of  maximum  efficiency  and  the  complete  use  of  all 
of  the  stored  water  every  year,  with  conditions  ideal  rather  than  practical?  Isn't 
that  correct? 

Answer.  Yes,  sir ;  it  is  based  on  the  figure  that  nobody  with  any  experience  in 
the  operation  of  water-power  plants  would  use. 

Question.  Now,  with  your  twenty-odd  years,  or  25  years  or  more  of  actual  ex- 
perience as  an  engineer  for  these  large  operating  companies,  have  you  ever  seen 
■or  heard  of  any  power  plant  in  Montana  or  anywhere  else  in  the  world  that  has 
heen  operated  on  that  kind  of  an  ideal  situation? 

Answer.  No,  sir. 

Question.  And  in  addition  to  the  power  which  may  be  produced,  you  have  on 
the  other  end  of  the  line  interruptions  in  marketing,  by  the  fluctuating  business 
■conditions  of  the  country,  do  you  not? 

Answer.  Yes,  sir. 

Question.  Right  in  that  connection,  have  you  in  all  of  your  experience  and 
observation,  or  from  any  information,  ever  found  any  power  company  that 
could  sell  100  per  cent  of  its  output  24  hours  a  day  for  365  days  in  the  year 
over  any  period  of  yeats? 

Answer.  Possibly  for  one  year,  but  not  over  an  extended  period. 

Question.  Over  a  period  of  5  or  10  or  20  years,  has  there  ever  been,  to  your 
knowledge,  any  power  company  that  could  sell  all  of  its  output  all  of  the  time? 

Answer.  No,  sir. 

Question.  Even  though  it  did  produce  it? 

Answer.  No,  sir;  neither  a  power  company  nor  any  other  kind  of  a  producing 
•corporation  that  produced  any  kind  of  goods. 

Question.  Whether  it  be  a  manufacturer  of  fertilizer  or  cloth  or  any  other 
product,  no  manufacturing  plant  operates  100  per  cent  efficient  all  of  the  time 
over  any  period  of  years? 

Answer.  I  have  never  heard  of  one. 

Question.  Now  then,  in  making  your  estimates  which  you  have  submitted 
and  will  submit  to  the  commission,  are  they  based  upon  these  ideal  situations, 
or  are  they  based  upon  practical  application  of  principles  and  information 
which  you  have  acquired  over  this  period  of  years  as  an  electrical  engineer? 

Answer.  They  are  based  on  the  latter  assumption,  sir. 

Question.  They  are  practical  rather  than  ideal? 

Answer.  They  are  based  on  what  I  am  confident  can  be  done,  what  a  person 
"would  call  a  conservative  estimate. 

Question.  Is  it  your  judgment  that  the  Rocky  Mountain  Power  Co.  with  its 
plan  of  operation  can  develop  or  produce  for  use  as  much  power  from  this  site 
as  any  other  company  or  individual  that  might  provide  the  development  of  it? 

Answer.  I  think  it  can  produce  as  much  as  any  other,  and  more  than  some. 

Question.  Now,  with  reference  to  the — or  have  you  something  else  that  you 
had  not  finished  there,  Mr.  Cochrane,  before  I  go  to  another  subject? 

Answer.  You  asked  me  about  the  comparison  between  the  figures  I  had  made 
and  Mr.  Wheeler's  estimate.  Mr.  Wheeler  has  two  estimates,  one  of  the  power 
capacity  of  the  site  which  is  marked  "  Exhibit  No.  4,"  and  "  Exhibit  No.  24,"  the 
estimate  of  the  most  of  producing  power,  which  involves  the  cost  estimate  in 
Exhibit  No.  4,  and  that,  taken  together  with  the  statement  that  power  can  be 
produced  and  sold,  presumably  with  a  fair  profit,  at  $15  a  horsepower,  I  think 
invites  analysis. 

Taking  first  the  figures  which  I  have  made  as  representing  what  I  believe  the 
Rocky  Mountain  Power  Co.  can  do,  I  will  read  the  following  figures  as  our 
estimate : 
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Continuous  capacity  of  site,  80,000  horsepower ;  average  salable  power,  85  per 
cent,  68,000  horsepower.  And  that  is  the  figure  which  Mr.  Bonner  has  referred 
to  as,  I  believe,  the  "  utilization  factor."  It  comes  into  the  picture  from  the 
realization  that  if  you  have  a  plant  capable  of  producing,  we  will  say,  80,000 
horsepower,  it  is  impossible  during  the  entire  life  of  the  plant  or  during  any 
continuous  period,  say  10  years,  to  sell  all  that  power  all  the  time,  every  year. 
Take  Mr.  Wheeler's  case,  for  example,  where  he  evidently  estimated  a  utiliza- 
tion factor  of  100  per  cent,  based  on  metallurgical  plants,  fertilizer  plants, 
which,  I  believe,  use  electricity  for  electric  furnaces,  manganese  plants,  zinc 
plants  and  what  not,  our  experience  covers  supplying  power  to  a  single  plant, 
to  a  manganese  plant  and  to  a  lesser  extent  to  a  fertilizer  plant,  as  well  as 
the  supply  of  power  to  a  verj-  large  electrolytic  copper  refining  plant,  and  these 
plants  don't  run  all  the  time  at  full  capacity.  The  zinc  plant — if  there  is  a 
depression  in  the  price  of  zinc,  the  production  is  cut  down,  and  they  may  run 
six  months  or  a  year  at  three-quarters  capacity.  The  copper  production,  on 
account  of  market  conditions,  is  from  time  to  time  curtailed. 

We  all  know  that  the  fertilizer  business  for  years,  for  the  last  several  years,, 
has  been  in  the  dumps.  There  is  no  such  thing  as  running  any  of  these  indus- 
tries and  constantly  using  power  for  the  operation  of  these  industries  100  per 
cent  of  the  time  every  year,  and  I  think  w^hen  I  take  85  per  cent  as  a  possible 
figure  to  represent  the  degree  to  which  the  capacity  of  this  plant  can  be  actually 
sold  to  customers,  I  have  taken  a  high  figure  and  one  wh  ch,  although  I  believe 
we  can  effect  it  in  our  system,  I  have  no  idea  that  an  isolated  plant,  serving 
only  electrochemical  industries,  could  ever  hope  to  average — not  as  high  as  that. 
But  taking  the  figure  of  85  per  cent,  we  have  68,000  horsepower  as  salable, 
continuous  power. 

The  estimated  cost  of  the  development  is  $7,947,000. 

I  have  est  mated  the  fixed  charges  on  the  plant:  Taxes,  2  per  cent:  repairs 
and  replacements,  2  per  cent ;  total  return  on  investment,  8  per  cent :  total  fixed 
charges,  12  per  cent,  wh  ch,  applied  to  the  cost,  makes  a  figure  of  $954,000  a 
year. 

I  have  added  to  that  plant  operating  cost,  $63,000.  That  is  a  figure  based  on 
casting  up  the  present  cost  of  operating  our  other  plants  on  the  Montana  Power 
Co.'s  system. 

General  operating  expense,  $63,000.  That  is  based  also  on  a  general  investi- 
gation of  the  Montana  Power  Co.'s  general  expense  item,  as  compared  with  its 
total  plant  operating  cost  item, 

Makng  a  total  cost  of  $1,080,000  per  year.  This,  divded  by  the  68,000  in 
salable  horsepow^er  is  $16  per  horsepower,  without  fees.    If  we  add  to  this 

Mr.  Russell  (interposing).  What  fees  do  you  mean,  Mr.  Cochrane? 

Answer.  For  the  right  to  use  the  site.  A  fee  for  the  Indians  of  $1  a  horse- 
power, and  a  loss  sustained  in  supplying  some  15,000  horsepower  at  less  tlian 
cost,  a  figure  which  I  have  est'mated  at  another  dollar  a  horsepower,  makes 
the  total  cost  $18  per  horsepower. 

Mr.  BoNNEB.  That  does  not  include  the  Federal  Power  Commission's  direct 
charge  ? 

Answer.  This  $1  a  horsepower  that  I  mentioned  in  the  record  as  being  the 
fee  to  the  Indians  is — perhaps  I  should  correct  that  and  say  that  it  is  the 
dollar  a  horsepower  which  we  considered  as  having  already  been  covered  in  the 
test  mony,  which  fee  might  be  given  to  the  Indians  or  otherwise.  I  think  it  is 
specifically  designated  as  being  that. 

Mr.  Bonner.  I  understood  the  testimony  was  that  the  dollar  to  the  Indians 
was  not  to  include  the  Federal  Power  Commission  charges. 

Answt'i-.  Not  in  our  case.  We  offered  a  dollar  a  horseiowei-  to  cover  cvory- 
thing.  and  whatever  the  Federal  Power  Commission's  fees  were,  they  were  to 
come  out  of  that.  And  I  understand  further  that  the  Federal  Power  Commis- 
sion— this  is  hearsay  now;  I  don't  know  where  it  came  from— had  n  this 
particular  case,  on  account  of  the  peculiar  conditions,  relinquished  its  fee  and 
said  that  the  Indians  could  have  all  the  dollar. 

Mr.  Grorud.  That  is  the  law. 

The  Witness.  Is  that  the  law? 

Mr.  Grobiid.  That  is  the  law. 

The  Witness.  Well,  if  that  is  the  law,  it  is  the  law. 

Making  an  estimate  of  cost  for  the  Rocky  Mountain  Power  Co.  of  $18  a 
horsepower. 

Comparing  this  set-up  with  the  figures  which  Mr.  Wheeler  has  submitted, 
but  corrected  in  respect  to  the  amount  of  power  which  can  be  developed,  and 
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<onsequeiitly  sold.  I  have  taken  his  figure  of  84,000  horsepower  as  the  continuous 
plant  capacity,  with  the  additional  storage  which  he  proposes  to  use 

Mr.  Ely    (interposing).  Where  do  you  get  the  figure  of  84,000  horsepower? 

Answer.  That  is  Mr.  Wheeler's  figure  of  horsepower,  70  per  cent  eflficiency, 
the  same  as  w^e  have  estimated  for  ours — ^by  the  way,  if  my  estimate  of  70 
per  cent  is  too  low,  they  will  both  be  raised  equally.  These  figures  are  com- 
parable, whether  they  are  right  or  not.  If  they  are  a  few  per  cent  off,  at  least 
they  are  strictly  comparable. 

Mr.  Dixon.  Mr.  Cochrane,  I  understand  that  your  estimate  of  $18  per  horse- 
power was  the  actual  cost? 

Answer.  That  is  the  actual — what  I  would  call  the  "  commercial "  or  "  sell- 
ing "  cost. 

Mr.  Dixon.  That  is  what  I  mean. 

Answer.  To  explain  more  fully,  outside  of  actual  items  of  expense,  it  includes 
a  return  on  the  investment  of  8  per  cent,  which  in  my  mind  is  made  up  of  5% 
per  cent  interest  and  50  per  cent  more  for  profit.  I  don't  mean  50  per  cent 
total,  but  50  per  cent  of  the  5%,  making  a  total  of  8. 

By  Mr.  Kelly  : 

Question.  Making  your  total  income  for  interest  and  profit  one  and  one-half 
times  the  interest  which  is  contemplated  by  the  regulations? 

Answer.  Yes,  sir. 

Mr.  Dixon.  In  other  words,  you  would  have  to  get  $18  a  horsepower  in  order 
to  make  your  profit  on  your  investment  and  pay  all  the  costs? 

Answer.  Yes. 

Mr.  Dixon.  That  would  allow  you  your  profit? 

Answer.  That  w^ould  allow  us  our  profit ;  yes. 

Mr.  Dixon.  That  is  what  I  wanted  to  know. 

Answer.  And  presumably  all  we  can  hope  or  expect  to  earn  under  the 
regulations  of  the  Montana  Public  Service  Commission. 

Mr.  Russell.  How  is  that  profit  estimated?     I  didn't  get  that  clearly. 

Answer.  50  per  cent  of  the  cost  of  money,  our  bond  interest. 

By  Mr.  Kelly  : 
^     Question.  The  bond  interest  is  5%  per  cent,  or  whatever  it  is;  8  per  cent 
^would  be  one  and  one-half  times  the  interest  charges  on  your  investment? 

Mr.  Ely.  Before  I  forget  it,  will  you  tell  me  how  much  per  kilowatt-hour 
that  horsepower  rate  is? 

Answer.  Two  and  three-fourths  mills. 

By  Mr.  Kelly  : 

Question.  Before  you  leave  the  subject 

Answer.  I  haven't  gotten  through  with  it  yet. 

Question.  All  right. 

Answer.  Now,  making  comparable  figures  for  Mr.  Wheeler's  set-up,  using 
his  own  figures  of  estimated  cost,  his  own  figures  of  necessary  return  on  invest- 
ment, and  my  corrected  figures  for  the  available  power  at  the  site,  which  in 
any  event  will  be  the  same  as  ours,  with  the  additional  allowance  of  4,000 
horsepower  for  him  on  account  of  his  greater  amount  of  storage,  we  have 
continuous  power  capacity  of  84,000  horsepower.  Average  available  power,  85 
per  cent — which,  as  I  said  before,  I  think  is  too  high  for  him,  but  I  will  let 
it  go  the  same  as  ours — 71,000  horsepower. 

Cost  of  development:  Mr.  Wheeler's  figure,  $8,811,000.  He  estimates  the 
necessary  gross  return  on  the  investment  on  the  basis  of  selling  105,000  horse- 
power at  $15,  which  makes  $1,580,000  gross  revenue. 

Mr.  Ely\  To  wiiat  figure  of  yours  is  that  comparable? 

Answer.  That  is  comparable  to  $17,  which  is  my  figure  of  base  cost  plus  the 
reclamation  fee. 

Mr.  Ely.  I  meant  what  figure  in  hundreds  of  thousands  of  dollars?  Don't 
you  have  a  lump  sum  figure  that  corresponds  to  that  one? 

Answer.  In  round  figures  a  million  dollars.  I  haven't  figured  out  the  exact 
comparable  figure. 

:\Ir.  Ely.  I  wondered  out  of  these  figures  of  your  estimate  that  you  gave  us, 
which  of  those  figures  corresponds  to  Mr.  Wheeler's,  which  you  just  gave  us, 

Mr.  Kelly.  Eighty  thousand  times  $18,  I  take  it. 

Answer.  It  would  be  80,000  times  $18. 

Mr.   Kelly.  Or  68,000  available  power. 
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Mr.  Ely.  What  is  that  figure  called,  again? 

Answer.  Which  figure  do  you  mean? 

Mr.  Ely.  The  one  you  just  gave,  Mr.  Wheeler's,  $1,580,000. 

Answer.  That  is  the  figure  which  he  estimates  he  must  receive  as  gross 
return  in  order  to  make  what  he  calls  his  fair  return,  I  believe. 

Mr.  ScATTERGOOD,  Wou't  you  calculate  that  million  dollars  a  little  more  ac- 
curately, instead  of  having  it  in  round  figures,  please? 

Answer.  Yes;  I  will.     $1,150,000. 

Mr.  Ely.  Will  you  tell  us  again  what  that  figure  is,  please? 

Answer.  That  is  our  total  selling  price  with  the  reclamation  fee  left  out, 
which,  as  I  understand,  Mr.  Wheeler's  selling  price  also  leaves  out  the  reclama- 
tion fee. 

Mr.  EtY.  Mr.  Wheeer's  figure  for  that  is  what,  for  that  same  item?  You  see, 
what  I  am  getting  at  is  to  find  out  what  this  figure  $800,000  odd  of  Mr. 
Wheeler's  represents  as  compared  with  your  figures. 

Answer.  $1,575,000. 

By  Mr.  Kelly: 

Question.  That  is  on  the  basis  of  105,000  horsepower  output? 

Answer.  That  is  the  figure  given  in  this  last  estimate,  Exhibit  No.  24,  annual 
gross  operating  revenue  from  105,000  horsepower. 

Question.  What  would  that  be  if  he  sold  85  per  cent  of  84,000  horsepower? 

Answer.  That  would  make  it  necessary  for  him,  in  order  to  realize  the  return 
which  he  says  he  must  realize,  or  should  realize,  on  this  development,  to  sell 
power  not  at  $15  per  horsepower  but  at  $23.25  a  horsepower. 

Mr.  Ely.  When  I  started  this  what  I  was  trying  to  find  out  was  which  of 
your  figures  this  eight  hundred  thousand-odd  dollar  figure  of  Mr.  Wheeler's  was 
comparable  to.     Just  what  is  the  item? 

Answer.  You  mean  his  figure  of  $1,575,000? 

Mr.  Ely.  I  thought  a  little  while  ago  you  read  a  figure  of  eight  hundred 
thousand  odd  for  Mr.  Wheeler. 

Mr.    SCATTERGOOD.   $1,580,000. 

The  Witness.  I  read  two  figures.  One  was  a  slide  rule  figure,  and  the  other — 
one  was  $1,580,000 ;  the  other  one  was  $1,575,000.    A  discrepancy  of  $5,000. 

Mr.  Ely.  When  you  started  reading  Mr.  Wheeler's  figures  I  followed  you 
through  your  total  capacity  of  84,000  horsepower  and  your  salable  figure  of 
71,000  horsepower  and  your  total  cost  of  $8,811,000.     Then  I  got  lost. 

Mr.  Forbes.  If  the  chairman  please,  it  seems  to  me  this  will  certainly  be  very 
confusing  unless  the  witness  first  puts  in  his  own  set-up,  similar  to  Mr. 
Wheeler's,  and  then  he  can  make  a  comparison.  As  I  gather  his  testimony  so 
far,  he  is  making  a  comparison  in  parts  with  our  set-up,  but  varying  from  it  in 
other  particulars,  and  it  is  difiicult  for  us  to  follow  it  in  the  oral  testimony.  I 
think  it  would  be  more  difficult  when  it  is  scattered  through  maybe  20  or 
50  pages  of  testimony.  I  think  the  only  fair  comparison,  if  he  is  going  to  make 
a  comparison  with  our  document,  is  to  set  up  one  of  his  own  and  then  make 
his   comparison. 

Mr.  Ely.  I  would  like  to  be  able  to  compare  parallel  figures  against  the 
same  items.  I  have  been  able  to  do  it  so  far  for  three,  and  I  thought  your 
fourth  was  also  a  comparable  figure,  but  I  can't  find  out  which  are  your  figures 
that  are  supposed  to  be  compared  to  it. 

Mr.  Russell.  Mr.  Chairman,  in  behalf  of  the  accounting  section,  it  is  hard 
for  us  to  make  a  comparison,  if  he  wants  to  use  it,  unless  we  have  got,  just  as 
Mr.  Forbes  says,  the  set-up  of  Mr.  Cochrane. 

The  Witness.  I  will  give  you  the  figure  that  I  tried  to  finally  arrive  at  in 
both  cases,  which  two  figures  are  strictly  comparable,  assigning  to  Mr.  Wheeler 
a  charge  which  I  have  also  assigned  to  us,  estimated  at  $1  per  horsepower  for 
the  Reclamation  Service,  and  that  final  figure  is  a  cost  or  a  selling  price  of  $18 
a  horsepower  for  the  Rocky  Mountain  Power  Co.  and  $23.25  for  Mr.  Wheeler. 

Mr.  Forbes.  If  the  chairman  please,  this  is  not  my  case,  but  if  we  are  to 
have  the  right  of  investigating  this  testimony,  it  seems  to  me  we  should  have 
the  right  to  investigate  it  along  with  our  own  set-up,  if  any  comparison  is 
going  to  be  made. 

Mr.  Dixon.  Can't  you  furnish  your  own  set-up? 

Answer.  I  will  gladly  furnish  a  copy  of  these  figures. 

Mr.  Dixon.  Will  you  read  them  into  the  record? 

Answer.  They  are  simply  pencil  figures  now.  I  would  prefer  to  have  them 
typewritten. 


SUEVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     4061 

Mr.  Kelly.  It  seems  to  me,  if  the  commission  please,  tliat  we  should  be  per- 
mitted to  put  in  our  case  here  in  a  consecutive,  orderly  way,  after  which  cross- 
examination  may  be  resorted  to  by  any  and  all  of  these  interested  parties. 
This  record  is  necessarily  going  to  be  confusing,  and  if  tliere  is  going  to  be 
this  interjection  of  questioning  it  ought  to  follow  an  orderly  presentation  of 
these   figures. 

Mr.  Dixon,  I  think  that  is  fair,  permitting  each  party  to  put  in  his  full 
fctatement,  and  then  on  cross-examination  you  can  ask  him  questions. 

Mr.  Kelly.  If  it  becomes  confusing,  it  will  be  because,  perhaps,  of  these 
interjections,  and  I  will  say  Mr.  Cochrane  will  be  very  glad  to  furnish  for  the 
use  of  the  commission  and  counsel  interested  copies  of  these  data. 

I  would  like  to  ask  now,  eo  that  the  record  may  show  consecutively  what 
Mr.  Cochrane's  calculations  are,  that  he  be  permitted  to  begin  over  on  this  sub- 
ject and  present  his  position  and  his  figures  in  an  orderly  way,  so  that  it  may 
be  found  in  the  record  where  it  may  be  understood. 

Mr.  Dixon.  Without  any  interruption  or  cross-examination  until  he  finishes? 

Mr.  Kexly.  Yes.    Let  the  cross-examination  follow  in  an  orderly  way. 

Mr.  Ely.  So  that  we  can  keep  track  of  what  this  is  all  about,  suppose  you 
tell  us  at  the  start  whether  you  are  going  to  give  us  the  parallel  figures  of  two 
different  agencies,  as  to  the  two  items,  or  whether  you  are  going  to  give  two 
different  statements.  I  copied  the  first  dozen  or  so  items — capacity,  salable 
power,  eificiency  cost,  taxes,  repairs,  total  return,  etc.  You  gave  an  item  for 
each  of  those.  Are  you  going  over  that  again  with  the  Wheeler  figures 
against  those  same  items,  or  is  this  an  entirely  different  table,  with  other 
items  that  are  not  on  the  Wheeler  application? 

Answer.  No ;  I  took  the  figure  which  I  gave 

Mr.  Ely.  I  don't  care  which  it  is.  I  just  want  to  be  able  to  follow  it.  Are 
you  going  to  give  us,  for  instance,  the  total  return,  total  fixed  charges,  plant- 
operating  expense,  general  operating  expense,  that  you  calculated  on  the  Wheeler 
application  or  just  an  entirely  different  table? 

Answer.  I  haven't  made  parallel  figures  w^ith  the  statement  which  he  sub- 
mitted this  morning,  because  these  figure^  were  made  previous  to  the  time  I 
had  seen  this  statement  of  his,  and  in  making  the  comparison  I  simply  took 
the  figures  that  I  had  from  the  previous  record  before  this  statement  by  him 
had  been  submitted,  based  principally  on  his  statement  that  he  expected  to  sell 
105,000  horsepower  at  $15,  which  made  over  a  million  and  a  half. 

Mr.  Dixon.  Then  you  can  not  at  this  time  put  them  in  offset  lines — your  own 
and  Wheeler's? 

Answer.  I  can  read  a  few  comparable  items. 

Mr.  Ely.  I  suggest  that  you  follow  Mr.  Kelly's  suggestion  of  putting  in  your 
statement  whichever  way  you  want  and  then  we  will  try  to  reconcile  it  after- 
wards.   I  just  wanted  to  know  whether  you  could  do  it  all  at  once. 

Mr.  Kelly.  Mr.  Cochrane,  you  understand,  just  got  these  figures  this  morning, 
and  we  will  furnish  the  commission  any  set-up  that  you  desire,  based  upon  this 
testimony  after  it  is  concluded. 

Mr.  DixoN.  Couldn't  we  recall  him  to-morrow  morning  and  let  him  have  his 
parallel  statement  then? 

Mr.  Kelly.  Yes;  if  you  will,  Mr.  Ely,  or  you,  Mr.  Forbes,  indicate  the  char- 
acter of  set-up  and  comparisons  that  you  want  him  to  make  and  give  him  this 
time  to  make  them,  we  will  have  it. 

Mr.  Ely.  I  don't  want  any  set-up ;  I  just  want  information  as  to  what  these 
figures  are  that  he  is  quoting — whether  they  are  to  be  taken  a>^  comparing 
the  Rocky  Mountain  Power  Co.  figures  and  Mr.  Wheeler's  figures. 

Mr.  Kelly.  I  don't  think  the  witness  can  give  any  intelligent  set  up  on  these 
figures  here. 

Mr.  Ely.  I  am  not  cross-examining;  I  am  asking  for  the  information  of  the 
commission  what  this  line  of  testimony  is. 

Mr.  Forbes.  Mr.  Chairman,  I  haven't  yet  asked  a  question  on  cross-examina- 
tion. I  simply  objected  to  this  witness  making  a  comparison  of  his  data  with 
my  data  until  he  has  made  the  data  itself  comparable. 

Mr.  Russell.  The  thought  of  our  accounting  section  is  this,  Mr.  Chairman: 
That  this  does  not  help  us  much.  We  can't  understand  it ;  and  that  this  is 
not  a  case  of  the  Rocky  Mountain  Power  Co.  coming  in  here  to  disprove  Mr. 
Wheeler's  statement.  Mr.  Wheeler  has  made  his  statement ;  now  require  the 
Montana  Power  Co.  to  put  in  their  statement.  Then  if  we  want  to  draw 
comparisons  after  they  put  in  the  two  statements,  one  beside  the  other,  we  can 
then  understand  what  he  is  talking  about. 


4062      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Mr.  Kelly.  Well,  I  have  tried  a  good  many  lawsuits,  and  I  believe  that  the 
Rocky  Mountain  Power  Co.  has  a  right  to  put  in  its  case  as  it  sees  fit  and  in 
the  way  in  which  it  sees  fit,  and  when  that  is  concluded  such  criticisms  and 
such  cross  examination  as  may  be  drawn  from  the  record  will  be  proper. 

Mr.  Dixon.  I  think  myself,  as  we  are  here  dealing  with  a  mass  of  figures, 
the  witness  should  be  pennitted  to  first  testify  as  he  outlines,  and  then  he  can 
be  cross-examined,  or  maybe  to-morrow  morning  we  can  supply  a  comparative 
table  that  gives  these  figures  side  by  side. 

Mr.  Forbes.  My  objection  is  to  having  any  ultimate  conclusion  based  upon 
a  comparison  until  the  data  is  comparable.  Now,  I  have  no  objection  at  all 
to  Mr.  Kelly  putting  on  his  case  as  he  sees  fit,  but  where  a  conclusion  is  pre- 
sented by  this  witness,  based  upon  data  which,  is  not  comparable,  I  think 
I  have  a  valid  objection  to  it. 

Mr.  Kelly.  You  have  a  perfect  right  to  show  by  cross-examination  that  it  is 
not  comparale.  This  witness'  conclusions  as  an  expert  are  perfectly  proper, 
and  that  is  what  he  is  here  for.  If  they  are  not  sound  you  can  show  it  on 
cross-examination,  but  you  haven't  any  right  to  either  object  to  his  conclusions 
or  to  interrupt  the  orderly  presentation  of  his  matter. 

Mr.  Forbes.  Counsel  will  interrupt  this  proceeding  just  as  often  as  he  thinks 
the  rights  of  his  client  require  objection  to  the  testimony. 

Mr.  Ely.  I  only  interrupted  to  find  out  what  it  was  about,  and  I  do  not  object 
to  counsel  proceeding  as  he  desires. 

By  Mr.  Kelly  : 

Question.  If  there  is  nothing  else  at  this  time  I  will  ask  you,  Mr.  Cochrane, 
to  return  to  the  original  set-up  presented  here  by  Mr.  Wheeler  and  compare  it 
for  this  record  with  the  set-up  which  you  have  made,  reviewing  any  part  of  it 
that  may  be  necessary  to  present  this  in  the  record  in  an  orderly  way. 

Answer.  Mr.  Wheeler  has  estimated  that  he  can  sell  on  the  average  105,000 
horsepower.  I  estimate  that  the  Rocky  Mountain  Power  Co.  can  sell  80,000 
horsepower. 

Question.  You  estimate  that  they  can  sell  or  can  produce  80,000  horsepower? 

Answer.  Produce  80,000  horsepower.  That  is  an  error.  And  can  sell  68,000 
horsepower;  that  the  Rocky  Mountain  Power  Co.'s  total  costs  without  license 
fees  will  be  $1,080,000  a  year.  Mr.  Wheeler  estimates  in  his  statement  that  his 
total  cost  will  be  $1,307,722. 

Mr.  Dixon.  Without  license  fee? 

Answer.  Well,  there  is  an  item  for  a  lease  of  power  site,  so  that  presumably 
includes — it  presumably  includes  that. 

He  estimates  that  he  will  receive  for  his  power  $15  a  horsepower  in  order  to 
arrive  at  a  total  gross  earning  of  $1,575,000.  I  estimate  that  the  total  income 
of  the  Rocky  Mountain  Power  Co. — I  will  have  to  make  a  computation  in  order 
to  make  a  comparable  figure — $1,216,000  a  year. 

And  the  c<^nclusion  I  dr^w  from  these  figures  is  that  in  order  to  make  the 
earnings  which  Mr.  Wheeler  estimates  he  must  sell  his  power  at  not  less  than 
$23.25  a  horsepower,  instead  of  $15,  which  he  estimates  he  can  sell  it  at. 

Mr.  Kelly.  Now  then,  does  it  make  any  difference  whether  or  not  you  are 
correct  in  your  estimate  or  whether  Mr.  Wheeler  is  correct  in  his,  as  to  the 
actual  available  power  that  may  be  produced  there? 

Answer.  No  difference  whatever. 

Question.  If,  instead  of  the  production  of  105,000  continuous  horsepower, 
which  he  proposed  to  sell  at  $1  per  horsepower,  there  can  be  produced  from 
this  plant  not  more  than  74,000  horsepower  and  actually  be  sold  not  more  than 
71,000  horsepower  of  this,  your  estimate  is  that  on  his  own  figures  of  cost  of 
operation  and  investment,  he  must  receive  $23.25  for  his  power? 

Answer.  That  is  it  exactly. 

Question.  Now  then,  in  the  Montana  Power  Co.  operations  over  a  period  of 
years,  with  its  diversified  load,  diversifie<!  industries  which  it  serves,  the 
diversified  water  sheds  from  which  it  secures  its  power,  what  amount  of  power, 
what  percentage  of  the  power  capacity  of  Montana  power  plants,  or  the  power 
produced,  the  continuous  horsepower  available,  is  actually  sold  annually  over 
a  i)eriod  of  years? 

Answer.  I  looked  that  figure  up  sometime  ago  in  connection  with  another 
matter  and  found  that  the  average  amount  sold  during  the  last  10  years  was 
80  per  cent  of  the  theoretical  amount  which  could  have  been  sold  if  all  the 
power  was  sold  which  could  have  been  produced  with  the  water  which  flowed 
in  the  river. 
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Question.  Do  you  know  of  any  large  power  system  that  exceeds  that? 

Answer.  Mr.  Kelly,  may  I  correct  that  last  statement?  I  didn't  mean  to 
imply  the  total  water  which  flowed  in  the  river,  but  the  water  which  was 
available  during  what  we  call  a  low  water  year. 

Question.  Comparable  to  what  you  term  the  capacity  of  this  plant  in 
continuous  horsepower? 

Answer.  Exactly. 

Question.  You  refer  here  that  in  your  judgment  the  continuous  horsepower 
available  here  will  be  80,000  horsepower? 

Answer.  That  is  it. 

Question.  Now,  applying  the  same  rule  to  the  Montana  Power  Co.'s  system 
and  its  market  and  its  users,  you  say  that  over  a  period  of  10  years  that 
company  has  been  able  to  sell  about  80  per  cent  of  that  amount? 

Answer.  Yes,  sir. 

Question.  And  have  you  any  reason  to  believe  that  any  more  ideal  condition 
can  be  brought  about  in  connection  with  the  sale  of  the  power  produced  at 
the  Flathead? 

Answer.  No,  sir. 

Question.  Either  by  the  Montana  Power  Co.  or  by  Mr.  Wheeler? 

Answer.  No,  sir. 

Question.  Have  you  an  opinion  as  to  whether  or  not  the  Montana  Power  Co. 
might  more  successfully  market  a  higher  percentage  of  the  production  there, 
and  if  so,  why? 

Answer.  Well,  the  Montana  Power  Co.  has  a  widely  diversified  business, 
including,  as  it  does,  the  operation  of  a  transcontinental  railroad,  copper  and 
zinc  mines,  smelters,  reduction  works,  copper  refining  works,  electrolytic  zinc 
production  works,  copper  rolling  and  wire  mills,  flour  mills,  coal  mines,  cement 
mills,  and  some  50,000  customers  who  take  power  for  lighting,  heating,  cooking 
and  miscellaneous  power  purposes.  With  such  a  market  widely  extended 
over  the  State,  I  think  it  is  reasonable  to  assume  that  the  unformity  of  demand 
wil  be  greater  than  a  market  consisting  entirely  of  one  or  two  or  three  definite 
and  particular  industries,  large  plants  which  depend  for  their  continuity  of 
operation  upon  the  continuity  of  their  market. 

Question.  Well,  if  a  considerable  block  of  the  available  power  of  the  Flathead 
project  was  set  aside  for  the  manufacture  of  fertilizer,  would  you  expect  that 
a  manufacturing  plant  of  fertilizer  would  afford  a  more  continuous  market 
than  the  scattered  50,000  customers  of  the  Montana  Power  Co.'s  system  in 
Montana? 

Answer.  I  would  not. 

Question.  Now  then,  with  reference  to  the  availability  or  the  use  of  the 
secondary  power  or  water,  excess  water  in  the  lake,  assuming,  as  has  been 
testified  to  here  by  some  of  the  witnesses,  that  there  would  be  secondary 
power  available  at  the  Flathead  up  until  around  September  1,  could  that 
available  power  be  used  to  save  the  reservoir  storage  of  the  western  water 
shed,  which  commences  to  diminish  in  an  ordinary  year  sometimes  in  July? 

Answer.  I'es ;  during  the  period  between  the  cessation  of  high  water  on 
the  eastern  water  shed  and  the  cessation  of  high  water  on  the  water  shed 
west  of  the  divide,  that  might  be  termed  "  excess  power "  or  "  additional 
power"  could  be  taken  from  the  Flathead  plant  and  utilized  in  the  system  of 
the  Montana  Power  Co.,  thereby  conserving  water  which  could  be  used  for 
the  production  of  power  later  on  in  that  system,  thus  realizing  more  total 
power  during  the  year  from  the  two  systems  combined  than  could  be  obtained 
from  the  two  systems  operating  separately.  And  the  same  thing  applies  to 
the  operation  of  this  plant  in  parallel  with  plants  west  of  the  Flathead  system. 
As  has  already  been  brought  out,  we  have  a  connection  with  the  Washington 
water  power  system,  and,  as  I  believe,  has  not  yet  been  brought  out,  the  Wash- 
ington water  power  system  has  connection  with  the  Puget  Sound  Power  & 
Light  Co.  in  Seattle,  and  the  Puget  Sound  district. 

(At  this  point  Secretary  Wilbur  entered  the  chamber.) 

Question.  You  mean  physical  transmission  lines? 

Answer.  Physical  transmission  lines,  over  which  they  transmit  large  amounts 
of  power  back  and  forth  from  one  company  to  the  other.  They  also  have 
connections  to  the  Pacific  Power  &  Light,  which  operates  in  the  southern  part 
of  Washington,  and,  I  believe,  northern  Oregon.  So  that  if  the  Rocky  Moun- 
tain Power  Co.  should  develop  this  site  it  would  have  connections  not  only 
witli  the  Montana  Power  Co.  but  with  these  three  other  companies  covering 
practically  the  entire  area  of  Montana. 
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That  is  northern  Idaho,  Washington,  and  the  northern  part  of  Oregon. 
And  water  plants  situated  on  the  west  of  the  coast  have  still  different  water 
characteristics  from  those  in  either  Montana  or  those  of  the  Washington 
Water  Power  Co.  So  that  a  still  greater  diversity  between  run-offs  can  be 
obtained,  and  the  available  power  of  the  combined  systems  made  more  than 
if  the  Flathead  is  operated  as  an  isolated  plant,  depending  only  upon  its  water 
supply  and  without  the  ability  to  either  receive  power  from  or  sell  power  to 
its  neighbors. 

Question.  In  other  words,  this  kind  of  a  development  in  connection  with  the 
Montana  Power  Co.'s  system  would  tend  to  bring  about  a  more  efficient  and 
fuller  use  of  the  available  water  power  that  is  now  in  this  project? 

Answer.  That  is  the  idea  exactly.  That  is  the  idea  which  has  been  realized 
and  recognized,  I  should  say,  all  over  the  country  in  the  great  growth  and 
extension  of  high-tension  transmission  lines  during  the  last  several  years, 
to  tie  together  plants  and  loads  in  the  large  extended  networks  which  enable 
each  of  the  plants  connected  to  this  network  to  give  the  maximum  amount  of 
available  power,  and  incidentally  give  the  customers  the  loads  which  are 
supplied  by  this  network,  the  maximum  degree  of  continuity  and  reliability 
in  the  supply  of  power. 

Mr.  Keixy.  That's  all. 

Mr.  Dixon.  Is  there  anything  further? 

Mr.  Forbes.  I  understand  that  the  witness  is  going  to  supply  a  comparable 
sheet? 

The  Witness.  Yes. 

Mr.  Kelly.  You  understand  now,  Mr.  Cochrane,  just  what  they  want?  We 
want  to  furnish  whatever  you  do  want,  if  you  will  tell  the  witness  just  what 
you  want. 

Mr.  Forbes.  We  would  like  to  have  a  comparable  set-up,  or  set-up  comparable 
to  ours. 

Mr.  Kelly.  They  may  not  be  comparable.  It  is  pretty  hard  to  make  a  practi- 
cal set-up  against  an  ideal  set-up. 

Secretary  Wilbur.  A  comparable  set-up. 

Mr.  Forbes.  So  that  we  can  make  comparisons  between  the  several  items 
of  cost  and  investment  costs  and  operation  costs  which  you  have  mentioned 
there  in  your  figures. 

Mr.  Kelly.  I  may  say  in  that  connection,  so  there  will  be  no  misunder- 
standing, the  Rocky  Mountain  Co.  has  said  to  the  commission  that  they  have 
no  fixed  charge  which  they  expect  to  sell  this  power  at.  They  are  going  to 
sell  it  at  the  price  that  they  will  be  able  to  sell  it  after  installation.  Now, 
Mr.  Wheeler  says :  "  I  am  going  to  sell  105,000  horsepower  at  $15  a  horsepower 
every  day  in  the  year,  every  year  that  this  plant  is  available."  Now,  we  can't 
make  any  comparable  set-up  with  that,  because  we  don't  believe  it  and  we 
haven't  any  such  figures.     If  that  is  what  you  have  in  mind,  w^e  can't  furnish  it. 

Mr.  Russell.  But  you  can  furnish  what  you  do  intend  to  do,  can't  you? 

Mr.  Kelly.  Yes ;  we  can  set  that  up. 

The  Witness.  I  can  supply  a  set-up  of  the  figures  which  I  have  quoted 
here  for  our  own  development,  and  let  the  commission  do  its  own  comparing. 

Mr.  Russell.  We  want  your  own  statement,  not  somebody  else's  statement. 

Mr.  Forbes.  That  is  what  we  want,  and  Secretary  Dixon  has  suggested  that 
you  do  that,  and  then  we  can  go  on  and  cross-examine,  because,  honestly,  I 
haven't  the  faintest  idea  what  those  comparisons  are  from  your  oral  testimony, 
and  I  am  quite  certain  from  the  remark  of  my  client  a  moment  ago  that  he 
has  no  idea  of  what  the  elements  are  that  went  into  your  final  figures. 

Mr.  Kelly.  I  think  if  you  will  ask  Mr.  Cochrane  he  will  tell  you. 

Mr.  Forbes.  Well,  subject  to  your  approval,  Mr.  Kelly,  I  will  accept  Mr. 
Secretary  Dixon's  suggestion  that  we  have  that  data  that  you  said  you  could 
give  us.     I  imagine  it  is  set  down  there  in  lead  pencil  now,  isn't  it,  mostly? 

The  Witness.  Yes,  you  can  take  this  sheet  if  you  want. 

Mr.  Forbes.  If  we  can  have  that  this  evening,  we  will  be  very  glad  to  begin 
our  cross-examination  the  first  thing  in  the  morning.  Will  the  witness  be 
available  then? 

Mr.  Kelly.  The  witness  will  be  here  all  the  time.  That  is  up  to  the  com- 
mission. 

Mr.  Dixon.  That  Is  what  I  understood.  He  didn't  have  that  set-up  at  the 
time  he  made  up  these  figures. 

Mr.  Fobbbs.  That  set-up,  I  might  say,  Mr.  Cluiirman,  was  furnished  only 
because  Mr.  Scattergood  asked  for  It  after  my  client  was  off  the  stand. 
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Mr.  Kelly.  It  is  a  very  unsatisfactory  situation  in  this  record  that  the  testi- 
mony of  our  witnesses  is  going  to  be  scattered  in  different  places.  Mr.  Kerr 
testified  several  days  ago  and  his  cross-examination  appears  somewhere  else; 
Mr.  Cochrane  testifies  somewhere  else  now,  and  now  we  are  going  to  inject  a 
lot  of  testimony  and  his  cross-examination  will  appear  somewhere  else. 

Secretary  Wilbur.  One  of  the  most  helpful  things  that  could  be  done  for 
the  commission  would  be  to  have  two  summaries  prepared,  brief  summaries. 
They  can  be  prepared  by  our  officials,  but  if  they  were  prepared  one  by  you 
and  one  by  Mr.  Forbes,  giving  the  picture  within  three  or  four  pages  of  just 
what  this  all  means,  much  more  would  b^  accomplished  than  anything  else 
that  could  be  done,  and  if  Mr.  Cochrane  and  Mr.  Kerr  and  yourself  could  get 
together  your  summary,  and  Mr.  Forbes  and  Mr.  Wheeler  and  his  engineering 
friends  could  get  together  their  summary,  then  we  can  see  what  this  set-up 
means  as  it  comes  to  us  from  both  sides.  We  can  then  make  those  statements 
comparative,  even  though  they  may  not  be  comparable.  It  is  going  to  be  unfor- 
tunate if  you  try  to  mold  your  figures  to  his  or  he  tries  to  mold  his  figures 
to  yours,  because  we  want  the  set-up  of  each. group. 

Mr.  Kelly.  We  will  make  up  our  set-up  as  we  see  the  picture  and  will  be 
glad  to  present  it. 

Mr.  McCoRMACK,  Might  I  ask  Mr.  Cochrane  a  few  questions? 

Mr.  Dixon.  Yes. 

Cross-examination  by  Mr.  McCormack  : 

Question.  Mr.  Cochrane,  you  spoke  of  a  plan  that  was  drawn  up  for  the 
development  of  this  power  site.  What  plan  did  you  hjive  reference  to,  plan  4, 
so-called?     From  your  description  I  gathered  that  that  was  it. 

Answer.  I  can't  identify  it  by  number.  I  think  I  explained  that  our  applica- 
tion for  a  license  originally  made 

Question.  Mr.  Cochrane,  might  I  try  and  put  that  in  another  way,  so  as  to 
eliminate  something.  Since  your  application  for  preliminary  perm.it  was  made, 
the  2,902 

Answer.  I  said  our  application  for  license. 

Question.  I  said  the  preliminary  application  for  preliminary  permit  was 
made  at  2,902  in  the  first  place? 

Answer.  That  is  the  w^ater  elevation  you  are  talking  about  now? 

Question.  Yes. 

Answer.  Yes. 

Question.  And  it  was  withdrawn,  or  amended  rather,  to  2,893? 

Answer.  Yes. 

Question.  Then  later  this  2,903  kept  the  idea  of  plan  4,  in  which  the  eleva- 
tion will  be  2,896? 

Answer.  We  are  not  planning  and  have  not  asked  for  a  license  to  store  water 
at  a  higher  elevation  than  2,893.     Does  that  answer  your  question? 

Question,  Well,  almost.  But  what  I  was  trying  to  get  at,  when  this  plan  4 — 
you  know  that  contemplated  96 — came  in,  you  allude  to  it  in  your  filing,  in 
your  application-  -Major  Butler  alluded  to  it. 

Answer.  I  ha^e  it  here — if  you  will  wait  just  a  moment.  (After  examining 
paper.)  This  plan  No.  4  is  the  eventual,  possible  extension  of  the  plant 
which  we  are  now  applying  for  of  three  units,  when  it  is  increased  to  four 
units,  which  will  require  additional  storage  to  produce  the  necessary  additional 
water  for  the  operation  of  the  plant,  and  it  is  not  our  intention  to  install  the 
fourth  unit  or  raise  the  head  to  increase  the  storage  under  present  conditions. 

Question.  I  understood  that.  Now,  have  you  any  figures,  maps,  or  estimates 
as  to  the  amount  of  land  that  will  be  flooded  in  the  96?  Have  you  anything 
in  connection  wath  that? 

Mr.  Kelly.  Now,  if  the  commission  please,  I  assume  that,  that  2,893  is  the 
figure  that  is  being  considered  here.  It  is  quite  immaterial  as  to  what  mi.qht 
happen  if  the  dam  was  built  to  96  or  2,902,  because  neither  figure  is  being 
considere<l  now,  as  I  understand  it. 

Mr.  DixoN.  But  for  information  he  can  have  it.  If  he  has  the  knowledge,  I 
should  think  he  should  answer  that. 

Mr.  Kelly.  There  is  no  objection  to  it  if  the  commission  wants  to  take  the 
time. 

Mr.  Jellison.  Mr.  Secretary,  I  would  just  suggest  that  in  the  original  appli- 
cation for  license  they  proposed  three  units  of  37,500  horsepower  each,  and  a 
lake  elevation  of  2,893.  Now  when  No.  4  proposes  the  erection  of  four 
units,  and  in  the  plan  proposed  for  construction  at  the  present  time  they  are 
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going  to  build  their  units  so  that  it  fits  in  with  the  sclieme  that  raises  the  water 
up  to  2,896.  That  is  tlie  point  that  we  are  trying  to  put  across  here,  that  their 
development  now  planned  fits  in  with  this  scheme  for  2,896. 

Mr.  McCoRMACK.  Mr.  Chairman,  this  plan,  as  Mr.  Jellison  said,  has  gotten  into 
it  lately,  and  there  are  no  figures  to  show  what  the  flood  area  will  be,  the  in- 
creased' floodage,  and  it  fits  in,  as  Mr.  Jellison  said,  and  we  are  protecting  our- 
selves against  the  93,  and  if  this  goes  through  we  will  have  no  opportunity  to 
protect  ourselves  against  the  96. 

Mr.  Dixon.  I  think  if  he  has  the  data  he  can  answer  that. 

Answer.  I  can  say  that  this  revised  plan  was  made  at  the  request  of  Major 
Butler,  who  didn't  like  to  see  a  plant  built  which  never  would  be  able  to  utilize 
more  storage  than  the  10  feet  which  is  at  present  contemplated.  But  he  thought 
it  would  be  wise,  even  though  we  don't  plan  to  use  more  than  this  10  feet  at  the 
present  time,  nor  as  far  as  I  know  at  any  time — there  is  absolutely  no  definite 
plan  or  indefinite  plan  for  using  greater  storage  than  this — still,  to  design  the 
plant  so  that  later  it  could  be  modified  to  utilize  more  storage,  if  such  storage 
could  be  properly  provided.  It  is  just  like  an  open-end  mortgage — there  is  a 
possibility  in  it. 

Secretary  Wilbur.  What  would  be  the  percentage  of  increase  in  cost  to  pre- 
pare for  that  increased  storage?     Have  you  any  idea? 

Answer.  Comparatively  slight.     Not  an  important  item. 

Secretary  Wilbur.  Can  you  give  the  percentage? 

Answer.  I  should  say  between  5  and  10  per  cent. 

Mr.  Kelly.  That  is  your  plant  construction.  It  would  not  include  cost  of 
flooding  ? 

Answer.  No. 

Secretary  Wilbur.  I  meant  just  the  plant. 

Answer.  No ;  the  additional  storage — to  provide  additional  storage  might  cost 
a  very  large  amount  of  money. 

Mr.  Dixon.  Now^  what  would  the  2,896  flood  at  the  upper  end  of  the  lake? 
That  is  what  Mr.  McCormack  wanted  to  know. 

Answer.  I  don't  believe  I  have  the  figures  of  acreage  here,  although  we  have 
records  of  them.     I  could  bring  them  in  later. 

Mr.  Kelly.  Have  you  them  in  Washington,  do  you  know,  Mr.  Cochrane? 

Answer.  Yes;  they  are  simply  computed  from  the  Geological  Survey  map, 
which  is  already  on  file. 

Mr.  Kelly.  That  would  show,  if  the  commission  please,  on  the  contour  map 
made  by  the  Geological  Survey  as  to  where  the  line  2,896  would  run  around  the 
valley.     It  would  be  easily  calculated  if  we  haven't  got  it. 

Mr.  Jellison.  Mr.  Secretary,  might  I  say  a  few  words  that  don't  seem  to  be 
exactly  pertinent  to  the  question  now,  but  I  want,  if  I  can,  to  get  across  to  this 
commission  something  of  the  mass  thought  of  the  people  in  Flathead  County. 
Might  I  just  say  a  few  words  now  that  it  won't  take  me  but  just  a  few  minutes 
to  go  over? 

Mr.  Forbes.  If  the  chairman  please,  before  you  rule  on  that,  if  Mr,  Cochrane 
will  go  to  the  back  of  the  room  with  Mr.  Burch  and  consult  on  that  tabulation, 
I  think  that  possibly  in  10  or  15  minutes  we  can  get  the  necessary  data  to  go  on 
with  the  cross-examination  right  now. 

Secretary  Wilbur.  You  can  put  that  in  in  about  five  minutes,  can  you? 

Mr   Jellison.  Yes. 

Secretary  Wilbur.  We  will  listen  to  you,  and  after  you  are  through  we  will 
rece.«;s,  so  that  will  give  you  the  15  or  20  minutes  that  you  need  with  Mr.  Burch. 

Mr.  Jellison.  At  a  meeting  in  Kalispell.  which  was  a  representative  meet- 
ing of  the  citizens  of  Flathead  County,  there  wim>'  some  14  or  15  people  there — 
no  minutes  were  kept  of  that  meeting — I  can  recollect  that  Mr.  W.  B.  Mc- 
Donald, the  manager  of  the  local  power  company,  was  present ;  that  Mr.  Pauline, 
tlie  State  senator  from  Flathead  County ;  Mr.  McCormick,  myself,  and  somo 
others — I  don't  want  to  state  names,  because  we  had  a  good  many  meetings. 
At  that  meeting  Mr.  Kerr  was  present.  He  came  there  to  kind  of  straighten  out 
things  with  the  people  in  Flathead  County,  and  he  said ;  "  We  are  going  to  lay 
our  cards  on  the  table  and  you  can  see  it  all,  everything  in  our  scheme  and  plan, 
and  we  will  do  nothing  but  what  you  will  be  perfectly  willing  to  see,  and  we 
will  furnish  to  you  at  any  time,"  or  words  to  that  effect.  That  was  the  im- 
pression he  left  with  the  people. 

Now  then,  they  had  come  down  at  a  hearing  that  we  had  on  the  15th  day 
of  December,  1927,  when  Major  Butler  conducted  the  meeting — they  had  come 
down  from  this  2,902  down  to  2,893.     Now  we  had  been  trying  to  figure  out 
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anion?  ourselves  what  that  is  going  to  do  to  us  in  the  valley,  and  we  have  some 
very  good  ideas  of  what  it  is  going  to  do. 

Now,  after  the  survey  was  made  during  the  summer  of  1928,  a  Geological 
Survey,  trying  to  locate  the  ground  water  levels  all  over  Flathead  valley  caused 
by  the  elevations  of  the  lake  and  the  river,  a  report  was  put  in  by  Major  Butler 
of  rliat  work  on  the  7th  day  of  June,  1929.  I  saw  in  the  Poison  Courier,  a 
paper  published  at  Poison,  that  Major  Butler  had  visited  there  and  had  left 
the  information  that  that  report  of  his  was  in  the  War  Department  at  Wash- 
ington, and  so  far  as  he  was  concerned  everything  was  all  over  with,  as  far 
as  his  report  was  concerned.  Then  I  wrote  a  letter  to  Senator  Wheeler  and 
asked  for  a  copy  of  Major  Butler's  report.  I  received  in  reply  a  letter  from  a 
secretary  of  Senator  Wheeler  saying  that  that  report  would  be  exceedingly 
hard  to  get,  and  he  didn't  think  he  could  get  it  for  me.  That  was  the  secretary's 
letter. 

Governor  McConnack  wrote  to  Senator  Dixon,  Governor  Dixon  here,  and  he 
didn't  get  a  copy  of  it. 

Mr.  McCoRMACK.  And  I  wrote  for  It,  too. 

Mr.  Jeixison.  But  you  didn't  get  it. 

Mr.  McCoBMACK.  I  didn't  get  it. 

Mr.  jELLieoN.  About  that  time,  on  the  10th  day  of  July,  Major  Edgerton  was 
out  in  Kalispell  making  an  investigation  and  I  saw  Major  Edgerton  about  15 
minutes  that  day  and  I  asked  him  for  Major  Butler's  report.  He  said  "  No ;  it 
couldn't  be  furnished  to  me,"  but  he  says,  "  We'll  get  across  to  you  the  infonna- 
tion  regarding  your  lake  level."  I  can't  say  just  the  day  that  I  received  that 
report  from  the  Federal  Power  Commission,  and  that  was  the  first  time  that 
we  ever  heard  about  this  2,896  prospective  development,  this  super  develop- 
ment of  this  power.  That  was  the  first  time.  We  became  somewhat  alarmed 
about  it.  but  I  reported  from  time  to  time  to  the  county  commissioners(  just 
what  information  I  w^as  able  to  get  on  this  development,  and  the  county  com- 
missioners wrote  a  letter  to  the  Federal  Power  Commission  in  the  city  of  Wash- 
ington and  asked  for  that  and  they  didn't  receive  it. 

Sometime  in  August,  about  the  first  Sunday  in  August,  there  was  an  old 
timer's  picnic  in  Flathead  County,  up  at  Bad  Rock  Canyon,  where  all  this 
water  runs  by,  and  Senator  Walsh  was  the  principal  speaker  of  the  day.  I 
had  made  a  few  remarks  before,  but  my  early  pioneering  in  Montana  had  been 
over  in  another  county,  not  in  Flathead  County.  Senator  Walsh  made  the 
speech  of  the  day,  and  he  complimented  the  old  timers  that  made  the  State  and 
drafted  the  constitution,  and  so  on,  and  then  he  went  into  this  development  and 
said  there  were  great  things  in  store  for  Flathead  County ;  that  we  were  on  the 
edge  of  a  great  development,  and  he  was  very  enthusiastic  over  it. 

After  the  meeting  was  over  I  says,  "  Senator,  your  talk  was  very  fine,  but  I 
can't  go  along  with  you  on  the  great  things  that  are  going  to  happen  to  Flathead 
County.  I  can't  see  how  the  flooding  of  the  rich  agricultural  lands  of  our  lower 
valley  is  going  to  help  Flathead  County."  And  he  stopped  and  listened,  and  I 
want  to  say  that  is  the  first  time  I  ever  got  Senator  Walsh's  ear  for  any  very 
considerable  time.  He  listened  to  what  I  had  to  say  about  it,  and  I  requested 
Major  Butler's  report,  and  he  sent  it  to  me. 

Now,  it  was  about  that  time  that  we  first  heard  about  this,  and  the  power 
company  had  promised  us  before  that  all  information  of  any  direct  connection 
with  this  development  that  we  were  interested  in  would  be  furnished. 

I  want  this  commission  to  say  whether  or  not  the  people  in  Flathead  County 
did  not  have  some  kind  of  a  grievance,  working  the  way  we  were. 

Mr.  BoxNEOR.  Can  you  answer  it? 

Secretary  Wilbur.  How  long  will  it  take  you  to  answer  it? 

Mr.  Hexshaw.  About  two  minutes. 

Answer.  The  application  of  the  Rocky  Mountain  Power  Co.  for  license  does 
not  ask  for  any  storage  above  2,893.  I  can  confirm  what  has  been  stated  by  Mr. 
Kerr  and  Mr.  Kelly  in  that  respect.  The  rules  of  the  Power  Commission  pro- 
vide, and  its  accepted  policy  is  that  any  development  which  it  shall  license  shall 
be  so  designed  as  to  fit  in  with  a  maximum  development  of  the  resources  of 
any  stream  basin. 

Major  Butler  in  considering  the  application  of  the  Rocky  Mountain  Power  Co. 
took  in  view,  considering  that  requirement  of  the  commission's  law,  regula- 
tion, and  practice,  and  he  took  up  at  his  initiative  with  the  engineers  and  offi- 
cials of  the  Rocky  Mountain  Power  Co.  the  question  as  to  whether  the  10-foot 
storage  which  they  contemplate — and  they  have  completed  power  machinery 
with  a  capacity  of  about  100,000  kilowatts  in  three  units,  about  140,000  horse- 


4068      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

power — was  adequate  for  the  ultimate  plan,  or  would  fit  in  with  the  plan  of 
ultimate  development. 

You  see,  there  has  been  considered  by  Government  enj^ineers  and  others  the 
possibility  of  storage  in  addition  to  the  10  feet,  and,  of  course,  that  is  what  is 
exercising  these  people  up  around  Kalispel,  and  not  improi^rly.  Furthermore, 
there  has  been  considered  the  possibility  of  developing  above  the  storage  at 
Hungry  Horse,  which  would  account  for  about  the  same  result  as  would  8  or 
10  additional  feet  on  Flathead  Lake  and,  in  addition,  would  reduce  the  floods 
in  the  upper  valley,  at,  however — and  this  I  just  give  as  my  own  mind — some- 
what greater  cost  than  similar  storage  might  eventually  be  obtained  on  the 
lake. 

Major  Butler,  in  pursuance  with  his  desire  to  fulfill  the  commission's  require- 
ments that  the  reports  should  be  made  and  consider  the  ultimate  possibilities, 
presents  and  had  the  company  present  to  him — not  as  a  part  of  their  applica- 
tion, but  as  information  to  be  used  in  his  report — a  sclieme  which  miglit  ulti- 
mately enable  storage  to  be  raised  to  2,896  and  to  be  drawn  down  to  an  elevation 
approximately  2,575. 

I  doubt  the  feasibility  or  practicability  to  go  beyond  that  locality  on  account 
of  the  great  amount  of  dredging  that  would  be  required  to  do  the  work  on  the 
lake  at  and  below  Poison. 

There  is  at  this  time  before  the  commission  no  proposal;  no  consideration 
is  being  given — and  I  think  I  can  speak  authoritatively — for  any  level  above 
2,  893 ;  and  if  in  the  distant  future,  I  don't  know  how  distant,  but  at  some  juture 
time,  if  the  project  operated  at  2,893,  if  it  should  be  shown  that  the  damages 
to  lands  with  diking  which  may  be  undertaken  is  not  serious,  the  company  is 
willing  to  undertake  the  expense  of  additional  diking  and  damming  and  land 
damages  that  would  go  with  it  if  at  that  time  it  should  seem  that  the  value  of 
the  additional  power  would  warrant  the  additional  raising  of  the  lake;  and  if 
the  lake  were  to  be  raised  it  w^ould  probably  be  lowered  somewhat.  Then,  if  and 
when  that  became  possible  and  feasible,  then  the  commission  might  take  under 
consideration  the  licensing  of  additional  storage  and  the  increase  in  the  power 
capacity ;  but  until  it  comes  to  that  time  there  is  no  proposal  or  no  consideration 
being  given  to  any  elevation  of  Flathead  Lake  higher  than  2,893  as  a  control 
level. 

Of  course,  you  understand  the  lake  will  continue  to  rise  in  flood  years  to  an 
elevation  as  much  above  2,893  probably  as  it  has  in  the  past.  For  instance,  in 
1928  it  rose  to  an  elevation  of  approximately  2,896,  and  with  the  dam  in,  it 
would  continue ;  it  would  still  have  raised  to  that  elevation. 

By  Mr.  McCorMxVCK  : 

Question.  Would  it  rise  higher,  Mr.  Henshaw,  by  reason  of  the  lake's  being 
at  that  elevation  when  they  got  a  tew  warm  days? 

Answer.  I  can  give  you  a  statement  of  my  opinion  for  what  it  is  worth. 
I  will  say  this:  That  it  is  my  personal  opinion  that  there  should  be  a  certain 
amount  of  cutting  and  dredging  at  the  outlet  of  the  lake  in  the  interest  of 
flood  control  above  the  lake,  and  which  would  also  enable  the  company  to  get 
in  the  extreme  years  like  those  of  1919  and  1920,  storage  in  addition  to  the 
10  feet  for  which  they  are  asking  and  which  will  suffice  in  the  leaner  years. 
It  is  my  opinion  that  some  of  that  dredging  should  be  done.  I  don't  know 
whether  it  has  not  been  thoroughly  considered  in  the  office  of  the  commission, 
and  wliether  it  will  prevail  in  the  license  is  entirely  a  matter  of  conjecture. 
I  merely  give  my  own  personal  knowledge,  and  you  shall  take  it  as  such. 

Question.  Pardon  me  for  asking  the  question,  but  I  had  this  other  in  mind — 
as  to  the  regulations  of  the  commission.  If  the  plans  are  all  made  ^o  go 
ahead  at  96  whenever  they  want  to  or  when  they  get  permission,  or  any  way 
you  might  put  it— that  is,  the  dam  is  being  built— with  that  in  mind  and  the 
works 

Answer.  The  designs  as  they  are  submitted  to  us  have  given  an  elevation  of 
tender  gates  of  2,896.  The  dam  is  physically  capable  of  raising  the  water  to 
elevation  2,896,  as  the  plans  are  now  before  the  commission. 

Question.  Yes,  I  understand;  but  what  I  am  getting  at  is  this:  If  they 
applied  at  some  time  for  permission  to  raise  it  above  the  2,896,  where  do  we 
come  in  on  that?  Would  that  come  in  on  an  order  from  the  conmiission  or 
permit  to  continue  their  construction? 

Answer.  That  would  be  what  I  was  going  to  say,  and  I  conflrm  it ;  that  any 
modlflcatlon  of  a  license  of  that  nature  wo\ild  first  be  advertised  in  the  same 
manner  as  an  original  application  is  r  nei-tlsed ;  it  would  be  referred  to  in— 
the  governor,  the  county  commlssionius,  the  mayors  of  towns,  and  anyone  else 
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Similarly  interested  would  be  duly  notified.  It  would  be  referred  to  the  field 
representative  of  the  commission  for  field  investigation  and  report,  and  pre- 
sumably for  hearing  in  the  field,  and  everybody  interested,  including  the  land- 
owners at  the  head  of  the  lake,  would  have  full  opportunity  to  be  heard  and 
ample  time  to  present  their  case. 

Mr.  McCoRMACK.  I  am  much  obliged  to  you,  but  I  dont'  want  to  miss  any  bets. 
[Laughter.] 

Mr.  Jellison.  Mr.  Henshaw,  that  does  not  disprove  the  statement  that  I 
said  the  development  proposed  now  fits  right  in  with  this  superdevelopment. 

Mr.  Henshaw.  Ma.ior  Butler  had  that  in  mind  and  has  so  worked  it  out. 

(A  brief  recess  was  taken.     The  hearing  was  resumed.) 

Mr.  Dixox.  We  will  come  to  order. 

For  the  benefit  of  Mr.  Jellison  and  Mr.  McCormack,  I  say  that  Mr.  Jellison 
asked  the  question  how  many  additional  areas  would  be  overflowed  at  the  head 
of  the  lake  between  2,893  and  2,896.  I  thought  that  tlie  engineers  were  figuring 
that  out,  but  I  find  that  they  were  figuring  on  the  comparable  statement;  but 
Mr.  Henshaw  here  has  the  report  which  shows  about  3,500  acres  additional 
will  be  flooded  in  raising  it  from  2,893  to  2,896.  That  is  the  Army  engineers' 
report. 

Mr.  Jellison.  Actually  flooded.     Covered  in  what 

Mr.  Henshaw.  That  is  taken  from  the  old  information.  It  is  not  based  on 
new  maps.    The  measurement  has  not  been  made  on  the  new  maps. 

Mr.  Dixon.  Who  is  the  next  witness?  Do  you  want  to  wait  until  the  tables 
ere  completed  before  cross-examination? 

Mr.  Forbes.  No ;  I  can  wait  until 

Mr.  Dixon.  Do  you  want  to  ask  Mr.  Cochrane?     Shall  I  call  Mr.  Cochrane? 

Mr.  Kelly.  Mr.  Cochrane  has  not  conclude  his  calculations.  In  fact,  he  feels 
he  should  have  some  time  to  look  over  his  exhibits  and  have  them  typed  before 
he  makes  a  record  here.  If  there  is  something  else  we  are  willing  they  should 
go  with  cross-examination.  He  does  not  desire  to  present  these  exhibits  unless 
he  knows  they  are  right,  and  he  hasn't  had  the  time  to  actually  determine 
that. 

Mr.  Cochrane.  -I  can  state  the  case  a  little  further  by  saying  that  the 
figures  we  have  made  now,  comparable  as  far  as  they  have  gone,  do  not  lead 
up  to  the  point  where  we  can  get  the  total  cost  per  effective  horsepower  which 
can  be  sold  and  computed  on  the  saftie  basis  of  efficiency  and  utilization  factor. 
The  final  answer  is  entirely  incomparable  as  to  unit  cost. 

Mr.  Forbes.  I  was  quite  certain  it  would  be.  Is  my  understanding  correct 
that  you  and  Mr.  Burch  arrived  at  one  tabulation  which  was  agreeable  to 
both  of  you? 

Mr.  Cochrane.  As  far  as  it  goes. 

Mr.  Forbes.  I  left  this  matter  of  negotiation  with  the  opposing  talent  entirely 
to  Mr.  Burch.  I  will  ask  Mr.  Burch  if  he  cares  to  have  that  tabulation  put  in, 
the  tabulation  that  you  and  Mr.  Cochrane  agreed  to? 

Mr.  Burch.  That  tabulation  is  being  typewritten  by  Mr.  Ely's  stenographer. 

Mr.  Forbes.  Is  that  a  tabulation  that  you  and  Mr.  Cochrane  agreed  to? 

Mr.  Burch.  I  don't  agree  to  any  of  it  until  it  is  completed. 

Mr.  Forbes.  Does  it  correctly  represent  the  figures  of  both  parties? 

Mr,  Burch.  Yes. 

Mr.  Kelly.  Just  a  moment.  Mr.  Cochrane  is  on  the  witness  stand,  and  he 
says  he  doesn't  agree  to  any  part  of  this  until  it  is  completed.  Now,  let  us  not 
get  the  record  crosswise  here. 

Mr.  Forbes.  I  understood  you  had  one  sheet  you  had  agreed  upon  and  you 
were  collecting  what  you  wanted  to  add  to  it.     Is  that  correct? 

Mr.  Cochrane.  I  want  to  make  a  final  summation  which  will  properly  repre- 
sent the  result  of  the  total  computation. 

Mr.  Kelly.  It  is  not  going  to  be  of  any  benefit  to  this  commission  to  submit 
anything  that  is  incorrect.  We  don't  want  to  put  in  the  record  a  10  minutes' 
calculation  of  an  $8,000,000  power  project  without  having  time  to  consider  it. 

Mr.  Forbes.  That  was  the  reason  I  made  the  suggestion  eartier  in  the 
examination  of  the  witness. 

Mr.  Scattergood.  May  I  suggest  that  what  we  really  want  is  not  an  agree- 
ment between  these  two  parties,  because  they  are  in  disagreement,  but  what 
we  want  is  this  applicant's  statement  of  what  he  thinks  this  property  can  earn 
and  set  out  his  own  figures  in  his  own  way  and  tell  his  own  story? 

Mr.  Dixon.  Do  you  want  to  ask  him  some  questions? 
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Mr.  ScATTERGOOD.  No ;  I  don't  want  to  ask  him  any  questions  until  he  has 
presented  his  case,  but  it  has  been  so  poorly  prepared — it  has  not  yet  been 
presented,  if  I  may  speak  very  frankly. 

Mr.  Kelly.  I  think  it  was  prepared  whether  or  not  it  was  presented,  becausse 
of  the  interruptions  and  nobody  got  the  drift  of  it;  and  I  think  we  will  save 
time  if  Mr.  Cochrane  be  given  until  morning  and  go  on  with  some  other  portion 
of  the  case,  so  the  record  may  be  straight  and  the  commission  may  understand 
what  is  the  set-up. 

Mr.  Dixon.  We  will  excuse  Mr.  Cochrane  at  this  time  to  let  him  get  his 
tables  and  be  ready  for  his  final  statement  and  cross-examination,  and  I  will 
call   Mr.   Hanna,   who  did   not  finish   his. 

Mr.  Forbes.  That  is  going  to  be  very  embarrassing  to  us,  Mr.  Chairman. 
Mr.  Burch,  who  has  had  this  conference  with  Mr.  Cochrane  and  has  gone  over 
the  figures  so  far,  has  been  called  to  Boston  and  must  leave  to-night;  and  if 
we  do  not  go  into  this  subject  this  evening  I  don't  know  whether  we  will  have 
the  opportunity  of  getting  all  of  the  information  that  has  been  discussed 
between  them. 

Mr.  Dixon,  Now,  the  commission  is  ready  to  hear  these  gentlemen  at  what- 
ever convenience  you  can  arrange  between  themselves,  but  we  don't  want  to 
hold  up  the  whole  hearing. 

Mr.  Kelly.  Further  than  that:  Right  at  this  point  now  I  don't  understand 
that  Mr.  Cochrane  and  Mr.  Burch  have  agreed  on  anything  so  far  as  Mr, 
Cochrane  is  concerned.  They  have  made  a  tentative  set-up  which  Mr.  Cochrane 
is  not  satisfied  to  present  as  correct  at  this  time  because  he  has  not  had  time 
to  consider  it.  I  don't  want  this  record  to  show  that  Mr.  Cochrane  has  agreed 
to  anything  as  far  as  his  figures  are  concerned. 

Mr.  Dixon.  Has  Mr.  Cochrane  finished  his  testimony  outside  of  this? 

Mr.  Kelly.  Outside  of  this,  yes. 

Mr.  Dixon.  You  don't  want  to  cross-examine? 

Mr.  Forbes.  Oh,  yes;  I  can  go  on  with  the  cross-examination. 

Mr.  Ely.  I  think  there  is  some  confusion.  There  should  be  an  opportunity 
by  the  engineering  people  on  both  sides  to  prepare  the  statements  that  the 
commission  could  compare  with  each  other  on  more  or  less  the  same  basis — 
that  is,  to  realize  what  figures  w^ere  not  comparable  and  what  were,  or  to  see 
how  you  arrive  at  your  production  costs  and  what  the  plans  were,  and  so  forth, 
so  we  can  have  these  two  statements  side  by  side.  So  far  it  has  been  difficult 
to  see  what  figures  could  be  set  off  one  against  the  other  for  comparison. 
All  we  want  is  for  each  of  you  to  understand  what  you  are  driving  at  and 
what  the  form  of  this  presentation  is  going  to  be.  We  don't  care  whether  you 
agree  on  your  figures  or  not.  If  Mr.  Cochrane  wants  to  revise  his  or  put 
them  in  a  more  detailed  statement  or  make  alteration,  I  don't  believe  you  need 
Mr.  Burch  here  to  cross-examine  him,  and  similarly  with  your  own.  All  we 
want  now  is  simply  an  understanding  between  you  as  to  the  form  this  presen- 
tation may  take. 

Mr.  Cochrane.  I  don't  want  to  have  comparative  statements  shown  as  com- 
parative which  on  the  one  hand  are  based  on  87%  per  cent  efficiency  and  100 
per  cent  utilization  factor,  whereas  on  the  other  hand  they  are  based  on  70 
per  cent  efficiency  and  85  per  cent  utilization  factor,  where  there  is  no  reason 
to  believe  that  in  fact  there  will  be  any  difference  in  either  of  these  factors. 

Mr.  Forbes.  Mr.  Chairman,  may  I  ask  one  or  two  question  on  that  point? 

Mr.  DixoN.  Yes. 

By  Mr.  Forbes  : 

Question.  Mr.  Cochrane,  about  a  half  hour  ago,  when  you  were  in  the  midst  of 
your  direct  examination,  you  were  trying  to  make  comparisons  between  mixed 
figures  and  mixed  elements  of  cost  of  operation,  were  you  not? 

Answer.  I  was  trying  to  reconcile  the  figures  so  that  they  would  both  be 
based  on  the  same  factors  of  efficiency  and  utilization. 

Question.  You  drew  certain  conclusions,  did  you  not,  from  the  figures  and 
data  that  you  mentioned  on  your  direct  examinations? 

Answer.  Yes. 

Question.  Now  do  I  understand  that  you  now  find  that  the  data  upon  which 
you  based  those  conclusions  is  not  sufficient  to  permit  you  to  allow  that  con- 
clusion to  remain  In  the  record? 

Answer.  No,  I  don't  find  that. 

Question.  Or  do  you  want  to  supplement  that  data  you  employed  in  reaching 
your  first  conclusion? 
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Answer.  I  don't  want  to  supplement  the  data ;  I  want  to  complete  it.  It  is 
incomplete  as  it  stands  now.     It  does  not  bring  the  thing  to  a  final  summation. 

Quostion.  If  it  was  incomplete,  then  you  must  admit  now  that  your  conclusion 
was  bused  upon  incomplete  data. 

Answer.  The  additional  figures  which  we  have  put  down  on  a  separate  sheet 
of  paper  do  not  include  all  the  figures  which  I  had  in  my  original  statement 
and  which  I  quoted  here  the  commission.  My  original  figures  were  completed 
to  reach  a  conclusion.  The  figures  which  Mr.  Burch  and  I  made  jointly  do 
not  include  all  those  figures.  I  am  not  trying  to  add  anything  to  it;  I  am 
simply  trying  to  complete  it. 

Mr.  Forbes.  Mr.  Chairman,  if  this  matter  were  being  tried  in  court  on  a  reg- 
ular court  procedure  I  would  have  to  ask  that  the  testimony  of  this  witness 
on  the  subject  matter  be  stricken  from  the  record.  It  seems  to  me  it  is  quite 
plain  that  this  witness  has  reached  an  ultimate  conclusion  based  upon  alleged 
comparison  of  data  and  the  data  has  not  yet  been  presented  to  the  commission 
or  referred  to  in  his  testimony  before  he  reaches  his  conclusion.  Now,  this 
witness  certainly  has  the  standing  of  an  expert  witness,  and  I  think  Mr.  Kelly 
will  agree,  certainly  every  lawyer  in  the  room  will  agree  that  when  expert 
witnesses  are  called,  they  must  first  set  up  the  data  upon  which  they  are  going 
to  express  their  ultimate  conclusion. 

Mr.  Dixoisr.  I  understood  that  he  did  that. 

Mr.  Forbes.  We  certainly  did  not  understand  that  from  this  side  of  the 
table,  and  that  is  the  reason  I  interjected  the  several  remarks  I  did  asking  that 
that  be  done  before  his  ultimate  conclusion  was  expressed. 

The  Witness.  I  read  the  data  and  explained  it.  If  you  did  not  understand 
it,  that  is  something  else. 

Mr.  Forbes.  I  didn't  understand  that,  sir.  That  might  have  been  my  fault, 
but 

Mr.  Kelly.  The  analysis  of  Mr.  Cochrane's  testimony,  if  it  could  all  be  gotten 
together,  would  show  that  he  had  sufficient  data  and  complete  data  upon  which 
he  based  his  conclusions.  Now,  then,  this  commission  has  asked  that  that  be 
set  up  on  sheets  or  in  such  form  as  it  may  be  set  over  against  the  figures  pre- 
sented by  Mr.  Wheeler.  Now,  it  will  take  some  time  to  do  that,  and  we  are 
ready  and  willing  to  do  it.  We  simply  want  an  opportunity  to,  and  we  don't 
want  it  to  come  in  here  halfway  done.  Mr.  Cochrane  did  not  have  time  to 
get  that  on  the  sheets.  It  is  all  in  the  record.  The  figures  upon  which  he  has 
based  his  conclusions  are  in  the  record,  and  he  will  be  in  a  position  as  to 
defending  his  conclusions  when  that  is  outlined. 

Mr.  Forbes.  May  we  utilize  this  time  in  that,  after  I  have  asked  some  pre- 
liminary questions,  we  might  reach  a  point  w^here  we  can  further  discuss 
this  data? 

By  Mr.  Forbes  : 

Question.  Mr.  Cochrane,  have  you  made  a  financial  set-up  for  the  development 
of  the  Flathead  project  for  your  company? 

Answer.  I  have. 

Question.  Is  that  financial  set-up  along  the  general  lines  of  that  submitted  by 
Mr.  Wheeler,  representing  the  cost  of  construction  and  the  other  elements  upon 
which  the  project  might  be  financed — the  estimated  earnings,  and  so  forth? 

Answer.  That  is  not  in  exactly  that  same  form;  no. 

Question.  You  haven't  presented  that  financial  set-up  to  the  commission, 
have  you? 

Answer.  I  have  not. 

Question.  Do  you  intend  to  do  so? 

Answer.  I  stand  ready  to  do  so. 

Question.  Is  that  the  financial  set-up  which  the  Rocky  Mountain  Power  Co. 
and/or  the  Montana  Power  Co.  intend  to  build,  develop,  and  finance  this 
project? 

Answer.  Perhaps  I  should  explain  that  when  you  refer  to  the  financial  set-up 
I  haven't  gone  as  far  as  to  state  or  estimate  in  advance  how  the  company  will 
be  financed  in  respect  to  bonds  or  stock.  My  figures  have  simply  related  to  the 
amount  of  power  which  can  be  developed,  the  cost  of  the  development,  the 
operating  expenses,  and  fixed  charges,  and  the  resultant  cost  including  a  fair 
return  which  will  represent  the  price  at  which  power  can  be  sold.  They  are 
not  in  the  form  of  gross  earnings,  net  earnings,  interest  on  bonds,  and  net 
earnings  on  stock ;  nor  have  I  attempted  to  say  how  many  shares  of  stock,  if 
any,  will  be  issued  or  what  part  of  the  total  expenditure  will  be  covered  by 
bonds. 
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Question.  Is  your  financial  set-up  which  you  have  prepared  one  which  you 
would  care  to  offer  as  a  representation  upon  which  you  seek  to  obtain  this 
license? 

Answer.  I  would  say  that  that  would  depend  upon  what  form  the  commis- 
sion desires  to  have  the  data  presented.  I  can  present  it  either  in  one  form  or 
another  form. 

Question.  I  assume  that  all  applicants  coming  here  before  the  commission, 
submitting  plans  for  financial  set-ups,  are  representing  that  substantially 
those  financial  plans  will  be  followed  if  the  license  is  granted.  In  other  words, 
it  is  a  representation  of  fact  which  the  one  asserting  it  expects  to  live  up  to. 
Is  that  the  kind  of  a  set-up  you  have? 

Answer.  Not  that  kind  of  a  set-up ;  no. 

Mr.  Kelly.  Just  a  minute.  Do  you  refer  to  the  cost  of  construction  or  the 
method  of  getting  money  or  whether  by  bonds  or  stock,  or  what  do  you  have 
reference  to? 

Mr.  Forbes.  I  have  reference  to  the  financial  set-up  such  as  Mr.  Wheeler  has 
presented,  which  he  represents  is  the  one  which  he  will  follow  in  substance, 
subject,  of  course,  to  the  regulations  under  the  Montana  laws  and  any  regu- 
lations this  commission  might  have — a  direct  representation  on  the  part  of 
the  applicant  that  this  is  his  plan  which  he  will  follow  as  closely  as  is  possible 
to  do  so  if  the  license  or  permit  is  granted  to  him ;  and  I  gathered  the  witness 
said  that  his  set-up  isn't  of  that  kind. 

Mr.  Kelly.  That  kind  of  a  set-up,  I  think,  should  be  made  in  collaboration 
with  some  other  oflScer  of  the  company  who  has  to  do  with  the  financing  of 
the  company,  which  I  haven't. 

Mr.  Forbes.  What  I  want  to  show — and  it  should  be  quite  obvious  to  all  of 
you — is  that  Mr.  Wheeler  has  presented  such  a  plan  and  the  applicant,  the 
Rocky  Mountain  Power  Co.,  has  not.  I  want  to  show  whether  this  witness, 
who  apparently  has  had  charge  of  preparing  these  plans  and  set-ups,  intends 
to  present  one  at  this  hearing  of  the  same  kind. 

Mr.  Kelly.  For  the  information  of  counsel  it  may  be  said  that  this  witness 
is  an  engineer  and  his  figures  are  based  upon  the  construction  of  this  plant, 
not  how  you  are  going  to  get  the  money.  He  is  not  the  financial  agent  of  the 
company,  does  not  purport  to  be,  and  he  has  his  figures  and  the  record  now 
shows  that  this  plant  is  expected  to  cost  under  our  plan  $7,900,000  as  against 
$8,800,000,  and  that  there  has  been  no  scheme  devised  as  to  whether  or  not 
this  is  all  going  to  be  bonds  or  going  to  be  bonds  and  stock;  and  that  is  not 
within  the  purview  of  this  witness  or  his  testimony. 

Mr.  Forbes.  Then,  Mr.  Kelly,  I  might  understand  you  want  the  commission 
to  disregard  the  statements  of  this  witness  having  to  do  with  the  financing 
and  the  profits  and  the  other 

Mr.  Kelly.  There  is  a  difference  in  determining  the  profits  which  the  concern 
will  make  from  an  operating  standpoint  and  the  financing  from  a  financial 
standpoint.  This  witness  as  an  engineer  is  not  concerned  with  how  the  eight 
million  dollars,  or  whatever  it  is,  is  going  to  be  raised  by  this  company ;  but 
if  it  is  raised  and  put  in  this  plant  he  tells  you  what  the  plant  will  produce 
in  power  and  what  that  power  will  cost.    That  is  his  figures. 

Mr.  Forbes.  This  witness,  then,  has  great  confidence  in  Mr.  John  D.  Ryan? 

Mr.  Kbtxy.  Yes,  he  has.    I  haven't  any  doubt  we  all  have. 

Mr.  ScATTERGOOD.  May  I  ask  whether  this  witness's  testimony  relative  to  the 
cost  of  current  from  the  earning  statement  that  he  submitted  is  to  be  taken 
as  the  final  presentation  of  this  company? 

Mr.  Kelly.  As  to  what  figures?  He  is  going  to  present  some  more  figures, 
I  understand,  at  the  request  of  the  other  side. 

Mr.  Scattergood.  We  understand  that  he  is  not  going  to  submit,  that  some- 
body else  may  submit  a  form  of  capitalization. 

Mr.  Kelly.  We  had  no  intention  of  it.    There  is  no  set-up  in  that  regard. 

Mr.  HcATrEBGOoD.  In  the  preparation  and  submission  of  your  case  is  that 
to  be  entirely  omitted? 

Mr.  Kelly.  Well,  there  wasn't  anything  that  the  commission  wants  that  we 
have.  I  don't  know  that  we  have  any  plan  as  to  how  we  are  going  to  raise  this 
money,  whether  we  will  issue  bonds  or  sell  preferred  stock  or  borrow  the 
money  In  any  other  way,  and,  I  take  it,  the  commission  is  not  particularly  con- 
cerned about  it,  but  if  they  want  it  we  will  give  them  whatever  information 
we  have. 

Mr.  ScATTEKOooD.  May  I  ask  Mr.  Kelly,  is  that  by  virtue  of  the  fact  that  you 
are  under  this  contract  with  the  Electric  Bond  &  Share  Co.  for  the  financing  of 
this? 
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Mr.  Kelly.  What  has  that  got  to  do  with  this? 

Mr.  ScATTERGOOD.  I  am  asking  you  to  explain  the  method  of  financing  under 
this  contract. 

Mr.  Kelly.  You  liave  read  the  contract.  There  isn't  anything  in  the  contract 
that  indicates  that,  is  there? 

Mr.  ScATTERGooD.  My  reading  of  it  concludes  that,  yes. 

Mr.  Kelly.  What  is  that? 

Mr.  Scattergood.  I  so  conclude  from  the  reading  of  it. 

Mr.  Kelly.  You  would  conclude  that  the  Electric  Bond  &  Share  Co.  has  any 
right  or  jurisdiction  over  the  Montana  Power  Co.  in  the  financing  of  its  projects? 

Mr.  Scattergood.  I  think  so. 

Mr.  Kelly.  I  don't. 

Mr.  Forbes.  May  I  intercede  here  for  the  Montana  Power  Co.?  I  claim  he 
is  not  my  witness. 

Mr.  Dixon.  Yes ;  he  is  cross-examining. 

By  Mr.  Forbes  : 

Question.  Mr.  Cochrane,  you  spoke  about  financing  or  bonding  this  company, 
did  you  not,  at  the  rate  of  5%  per  cent? 

Answer.  That  was  my  estimate  of  what  the  company  could  do. 

Question.  Then  you  do  know  something  about  the  financing  of  projects  of  this 
kind? 

Answer.  Oh,  I  have  a  rudimentary  notion  of  it. 

Question.  And  your  statements  on  direct  with  reference  to  the  bonding  and 
financing  of  a  project  of  this  kind,  either  Mr.  Wheeler's  or  your  own,  is  to  be 
considered  as  the  statements  of  one  who  only  has  a  rudimentary  knowledge 
of  it? 

Answer.  I  don't  remember  making  any  statements  in  my  dii*ect  as  to  bonding 
and  financing. 

By  Mr.  Dixon  : 

Question.  You  based  your  cost  on  bonds  at  5%,  I  think. 

Answer.  I  based  my 

Mr.  Kelly.  His  estimates  were  based  upon  the  theory  that  money  would  be 
obtained  at  that  price. 

Mr.  Dixon.  I  want  to  know :  Does  the  commission  require  an  applicant  to 
set  up  a  financial  statement  of  how  they  propose  to  finance  a  development?  I 
am  in  ignorance  of  it.     Is  that  required  by  the  rules  or  not? 

Mr.  Kelly.  We  have  tried  to  comply  with  all  the  rules,  and  I  have  never 
heard  of  that.  If  it  is  required  we  will  furnish  anything  that  you  want  that 
we  have. 

Mr.  Ely.  I  think  in  the  particular  case  that  element  may  be  unusually  im- 
portant because  of  the  factors  pointed  out  before — the  dual  capacity  in  which 
the  Interior  Department  is  represented :  First,  as  a  trustee  or  guardian  of 
Indians  with  claim  and  rental,  and  the  second,  relative  usually  to  those  irriga- 
tion districts,  the  question  of  the  rate  that  can  reasonably  be  charged  to  take 
care  of  both  of  those  interests.  The  Interior  Department  is  one  of  the  de- 
partments under  the  law  that  the  Power  Commission  is  especially  charged  with 
going  into,  so  I  think  all  of  these  questions  of  capitalization — what  your  return 
is  going  to  be  and  how  it  is  going  to  be  paid  out — will  be  very  helpful  to  working 
that  out. 

Mr.  Dixon.  Let  me  ask  Mr.  Scattergood,  representing  the  Indian  Office : 
Do  you  want  the  Montana  Power  Co.  or  the  Rocky  Mountain  Power  Co.  to 
set  up  its  financial  scheme  for  financing  the  building  of  the  dam  should  they 
be  awarded  the  contract? 

Mr.  Bonner.  The  commission  did  not  have  any  idea  of  having  it  presented 
at  this  hearing. 

Mr.  Dixon.  Mr.  Scattergood,  representing  the  Indian  Office. 

Mr.  Scattergood.  We  want  certainly,  I  should  say,  for  our  enlightenment, 
a  schedule  of  earning  capacity,  because  in  the  last  analysis  the  rental  to 
the  Indians  is  certainly  dependent  on  what  this  property  will  earn.  So  far  as 
a  detailed  scheme  of  capitalization  is  concerned,  the  Indian  Office  itself  is  not 
particularly  interested  to  know  whether  it  is  going  to  be  60  per  cent  or  65  per 
cent  of  bonds  or  whether  the  bonds  are  going  to  be  5i/^  per  cent  or  5  per  cent 
or  6,  or  whether  the  preferred  stock  is  to  be  7  per  cent,  because,  as  I  under- 
stand it,  under  the  water  power  act  no  securities  of  any  kind  can  be  issued 
except  for  value  received,  actual  money  value  and  tangible,  and  that  the  whole 
amount  of  the  capitalization  will  be  allowed  a  proper  return  in  accordance 
with  the  custom  of  the  Montana  Power  Co.  prevailing  under  the  rulings  of 
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the  Montana  commission,  if  it  is  7  per  cent.  And  within  those  bounds  it  would 
seem  it  is  necessary  te  uo  into  the  details  of  the  capitalization  scheme,  and 
I  askt'd  !he  witness  wln'iiitr  such  was  going  to  be  presented  simply  for  infor- 
mation only ;  but  in  order  to  make  a  proper  comparison  it  would  be  instructive, 
of  course,  to  know  the  other  applicant's  complete  set-up,  but  we  do  not  need 
it  as  far  as  the  Indian  Office  is  concerned  beyond  the  earning  statement,  but 
we  certainly  do  feel  that  that  must  and  ought  to  be  furnished. 

Mr.  Kelly.  Of  course,  the  earning  of  this  company  will  depend  upon  what 
it  is  able  to  sell  its  power  for.  Now,  Mr.  Cochrane  has  put  in  a  set-up  here 
of  the  power  which  he  thinks  the  plant  will  develop,  namely.  80,0()0  con- 
tinuous horsepower,  in  his  judgment  based  upon  the  experience  of  the  Montana 
Power  Co.  and  other  companies  of  which  he  has  information  that  ought  to  be 
able  to  sell  this  80,000  horsepower,  and  that,  on  his  set-up,  figuring  8  per  cent 
on  the  money,  namely,  one  and  one-half  times  what  he  figured  we  could  get 
money  for — something  over  5  per  cent — that  the  power  to  net  us  8  per  cent 
would  have  to  be  sold  for  $18  a  horsepower  in  round  figures  to  pay  cost  of 
operation. 

That  is  all  in  the  record,  and  I  will  say  further  that  I  have  just  inquinxl 
of  Mr.  Kerr  and  that  we  have  no  plan  as  to  whether  or  not  that  money  is 
going  to  be  provided  by  bonds  or  otherwise,  and,  I  take  it,  as  Mr.  Scattergood 
said,  that  this  commission  or  the  Indian  Department  are  not  interested  in  that 
they  will  get  a  dollar  a  horsepower  under  the  proposal  of  the  Rocky  Mountain 
Power  Co.  and  $1.12  under  the  proposal  of  Mr.  Wheeler  for  the  power  which 
is  developed  and  used. 

Now,  as  to  how  we  get  the  money,  I  take  it,  is  immaterial.  The  rules  of 
the  commission  did  not  call  for  a  set-up  of  that  kind. 

Mr.  ScATTEEGOOD.  We  do  not  need  it  for  capitalization  but  we  still  insist  on 
the  earning  statement. 

Mr.  Kelly.  Mr.  Cochrane  put  in  an  earning  statement  that  he  could  produce 
this  power  and  by  selling  at  $18  a  horsepower  we  could  earn  8  per  cent  on 
the  investment. 

Mr.  ScATTEEGOOD.  Mr.  Cochrane  has  asked  time  simply  to  prepare  the  kind 
of  statement  we  want.     When  that  is  prepared 

Mr.  Kelly.  It  is  in  the  record  now. 

Mr.  Scattergood.  No  ;  not  in  final  form.  When  we  have  the  statements, 
counsel  as  well  as  ourselves  can  cross-examine  on  it,  but  without  the  statement 
presented  in  the  form  of  an  exhibit  so  we  can  study  it,  I  don't  see  how  we  can 
intelligently  crossrcxamine. 

Mr.  Kelly.  That  statement  will  be  furnished — the  tabulation  of  these  figures 
which  are  already  in  the  record.  Figures  can't  change,  and  the  tabulation  of 
that  will  be  available  in  the  morning. 

Mr.  DixoN.  As  I  understood  you,  you  wanted  him  to  set  up  his  financial 
statement  ? 

Mr.  Forbes.  Now,  Mr.  Chairman,  he  is  not  my  client.  I  am  not  making  his 
case.  I  just  had  from  the  witness  the  fact  that  he  had  not  presented  one. 
The  evidence  shows  that  we  have  presented  one. 

Mr.  Kelly.  Yes.  I  think  that  is  true,  and  if  the  commission's  rules  and 
regulations  require  it,  or  if  the  commission  wants  it,  we  can  furnish  one,  but 
it  has  not  been  worked  out  because  we  did  not  understand  the  one  matter  in 
which  the  commission  was  interested. 

Mr.  DixoN.  Then  what  are  we  now  at  loggerheads  about? 

Mr.  Forbes.  I  don't  know  that  anyone  is.  Again  my  cross-examination  of 
this  witness  has  been  Interrupted. 

Mr.  Dixon.  You  may  proceed. 

By  Mr.  Forbes  : 
Question.  Have  you  ever  operated  a  power  plant  head  as  high  as  185  feet? 
Answer    Yes  Bir 

Question.  Generating  units  as  large  as  37,500  or  50,000  horsepower? 
Answer.  For  the  first  part  of  the  question  I  will  answer  yes  and  the  second 
part  no. 
Question.  Where  have  you  operated  a  plant  with  a  head  as  high  as  185  feet? 
Answer.  At  Mystic  Lake. 

Question.  What  is  the  horsepower  at  Mystic  Lake? 
Answer.  12,000. 
Question.  As  one  unit? 
Answer.  Two  units. 
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Question.  Each  of  the  same  size. 
Answer.  Each  of  the  same  size. 

Question.  What  is  the  head  at  your  Volta  plant — that  is,  12,000  kilowatts 
in  a  horsepower? 
Answer.  The  Volta  plant,  the  head  is  150  feet. 
Question.  What  units  have  you  there? 

Answer.  Six  units,  total  capacity  of  60,000  kilowatts  or  80,000  horsepower 
in  eectrical  machinery,  and  water  wheels  are  rated  at  90,000  horsepower. 

Question.  If  you  could  have  storage,  or  if  you  could  safely  run  your  plant 
at  "6,000  second-feet  minimum,  you  could  draw  that  amount  continuously, 
could  you  not? 

Answer.  Yes ;  approximately  that  amount.  I  haven't  made  the  exact  calcu- 
lation. 

Question.  In  your  direct  testimony  you  indicated  to  me,  if  not  to  others, 
that  Mr.  Wheeler's  expectation  of  the  utilizing  or  selling  the  amount  of  power 
he  has  indicated  he  could  utilize  was  away  beyond  your  experience? 
Answer.  Very  much  beyond. 

Question.  Well,  now,  if  Mr.  Wheeler  were  selling  out  power  on  a  flat  con- 
tract under  which  the  buyer  would  be  under  contract  to  take  a  definite  block 
of  power,  would  you  modify  your  opinion  as  to  his  ability  to  utilize  the  total 
pow  er  ?  ^ 

Answer.  Yes. 

Question.  Even  if  he  had  a  contract  for  the  total  amount  of  power  that  might 
be  developed  at  site  No.  1  under  a  flat  term  contract? 

Answer.  I  would  modify  it  to  this  extent :  That  in  case  he  could  make  a  con- 
tract to  sell  a  block  of  power  which  the  customer  would  pay  for  whether  he 
used  it  or  not,  which  means  that  when  he  did  not  use  it  the  power  company 
would  not  have  to  supply  it  but  would  get  paid  for  it,  he  would  increase  his 
earnings  in  the  ratio  as  compared  with  the  flgures  I  have  made  of  100  to  85 ; 
but  I  do  not  agree  that  he  could  give  the  customer  the  right  to  use  this  total 
figure  of  105,000  horsepower  and  complete  his  part  of  the  contract,  because  he 
could  not  produce  that  amount  of  power  continuously  on  account  of  the  efiiciency 
being  too  high. 

Question.  First  coming  back  to  the  contract,  which  was  the  important  part 
of  my  question  :  Doesn't  your  company  sell  powder  at  a  flat  rate  under  contracts 
for  w^hicli  the  customer  is  required  to  pay  for  a  definite  amount  of  power 
whether  it  uses  it  or  not? 

Answer.  We  have  contracts  in  which  the  customer  is  required  to  pay  a  cer- 
tain minimum,  but  which  minimum,  I  think,  in  no  case  is  higher  than  50  per  cent 
of  the  amount  of  power  covered  by  the  contract  which  we  agree  to  furnish  and 
which  he  is  entitled  to  receive — 100  per  cent. 

Question.  Was  that  true  of  the  contracts  you  had  with  the  Milwaukee  Rail- 
road ? 
Answer.  The  old  contract  with  the  Milwaukee  Railroad? 
Question.  Yes. 

Answer.  The  Milwaukee  Railroad  in  that  contract  was  required  to  pay  for 
60  per  cent  of  the  amount  of  power  contracted  for. 

Question.  But  it  also  had  to  pay  for  power  that  it  did  not  actually  put  into 
effective  use  on  its  lines,  did  it  not? 

Answer.  No ;  it  did  not  ever  pay  for  as  much  power  as  it  did  put  into  effective 
use  on  its  lines,  for  the  reason  that  while  the  amount  of  power  contracted  for 
was  an  arbitrary,  definite  figure — to  start  with  10,000  kilowatts,  later  12,000,  and 
later  higher  figures — as  their  requirements  increased  the  amount  of  power  they 
actually  used  to  operate  their  railroad  with  was  customarily  at  least  50  per  cent 
more  than  this  nominal  amount  on  which  they  were  required  not  to  pay  the  full 
amount  but  only  for  60  i>ev  cent. 

Question.  Isn't  it  a  fact  that  they  did  not  always  use  the  60  per  cent? 
Answer.  That  is  a  fact. 

Question.  And  they  paid  for  it  even  though  they  did  not  use  it,  didn't  they? 
Answer.  When  I  say  they  did  not  use  60  per  cent,  there  are  two  factors  here 
we  have  been  talking  about — one  mentioned  and  the  other  implied.  The  con- 
tract was  for,  in  the  first  instance,  10,000  kilowatts.  They  were  required  to  pay 
as  a  minimum  at  the  rate  of  $0.00536  per  kilowatt-hour  for  as  many  kilowatt- 
hours  as  they  would  have  taken  had  they  used  the  10,000  kilowatts  continu- 
ously— not  all  the  10,000  kilowatts  but  60  per  cent  of  them. 
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Question.  Those  were  the  trim  qualifications?  The  fact  remains  that  the 
Milwaukee  Railroad  paid  for  power  which  they  did  not  use? 

Answer.  Those  were  the  qualifications  written  into  the  contract,  and  you 
can't  trim  the  contract. 

Question.  No ;  but  I  am  talking  about  the  result.  The  result  is  that  they 
paid  for  power  that  they  did  not  use? 

Answer.  They  paid  for  energy  which  they  did  not  use,  but  they  paid  for 
no  power  which  they  did  not  use. 

Question.  Now,  isn't  it  a  fact  that  at  Niagara  Falls  power  is  sold  or  a 
flat  contract  basis,  where  the  purchaser  pays  for  power  whether  it  is  used 
or  not? 

Answer.  I  don't  know. 

Question.  Isn't  it  a  fact  that  at  St.  Anthonys  Falls,  Minneapolis,  the  same 
practice  is  extant? 

Answer.  I  am  not  familiar  with  power  contracts  there. 

Question.  Didn't  you  give  the  impression  here  that  from  your  very  long 
experience  and  wide  knowledge  of  the  power  industry,  the  plan  of  Mr.  Wheeler 
w^as  without  precedent  and  incapable  of  being  fulfilled?  Wasn't  that  your 
purpose  in  giving  your  testimony  on  direct? 

Answer.  That  was  based  on  selling  powder  in  Montana  and  not  at  Niagara 
Falls  or  St.  Anthonys  Falls. 

Question.  But  if  Mr.  Wheeler  were  able  to  make  a  contract  to  sell  100 
horsepower — I  mean  100,000  horsepower — under  such  a  flat  contract  such  as 
we  have  intimated  exists  at  Niagara  Falls  or  St.  Anthonys  Falls,  would  that 
modify  your  opinion? 

Answer.  Not  exactly,  no ;  the  reason  being  that  I  understood  from  the 
testimony  that  this  was  not  a  block  of  power  which  was  paid  for  whether 
it  was  used  or  not,  but  it  was  firm  prime  power  to  be  delivered  365  days  in 
the  year,  24  hours  a  day,  and,  I  presume,  100  years  in  a  century ;  and  I  base 
that  conclusion  on  Mr.  Wheeler's  statement  that  the  revenue  to  the  Indians, 
which  in  turn  is  based  on  the  average  plant  output,  was  based  on  this  same 
figures.  Therefore,  either  I  am  right  in  my  conclusion  or  he  has  misrepresented 
the  amount  the  Indians  will  get. 

Question.  You  spoke  at  some  length  in  your  direct  about  the  fluctuation  in 
power  demand  on  account  of  variations  in  production  in  different  lines  of 
industry.  What  effect  would  such  fluctuation  and  demand  for  power  from 
your  general  customers  have  upon  your  business  if  you  had  contracts  which 
gave  to  you  a  very  deflnite  earning  because  they  had  to  pay  a  flat  rate  whether 
they  used  the  power  or  not? 

Answer.  We  have  no  such  contracts. 

Question.  But  if  you  did  have  contracts 

Mr.  Kelly.  I  object  to  that  as  too  speculative. 

Mr.  Dixon.  Oh,  he  can  answer. 

Answer.  I  think  if  we  had  such  contracts,  that  before  entering  into  such 
contracts  our  customers  would  insist,  and  we  would  be  forced  to  agree,  that 
the  price,  the  unit  price  received,  should  be  materially  lower  than  the  unit 
price  charged  for  power  which  is  actually  used  and  not  merely  contracted  for 
and  paid  for  whether  it  is  used  or  not.  Therefore  for  the  same  service  I 
estimate  that  we  would  receive  exactly  the  same  revenue,  and  for  an  enlarged, 
expanded  amount  of  power  we  would  get  an  exceedingly  lower  rate  than 
we  would  for  the  actual  amount  of  power  at  our  present  rates. 

Question.  Don't  you  think  $15  is  a  very  low  rate? 

Answer.  It  largely  depends  upon  the  specifications  for  the  power  that  goes 
with  it.     I  can  conceive  of  a  case  where  $15  might  be  a  very  high  rate. 

As  a  matter  of  fact,  the  only  contract  which  I  am  familiar  with  in  which 
power  was  sold  in  the  way  you  suggest  here — paying  for  the  entire  block 
whether  he  uses  it  or  not — was  in  the  case  of  the  Washington  Water  Power  Co. 
selling  power  to  the  Intermountain  Power  Co.,  that  Mr.  Kerr  mentioned  yes- 
terday; and  that  power  was  not  sold  for  $15  but  for  $10  a  horsepower, 
recognizing  that  an  extremely  low  rate  must  go  with  that  method  of  generating 
and  selling  the  power. 

Question,  That  was  a  case  of  surplus  power,  was  it  not — sometimes  called 
dump  power? 

Answer.  Not  In  the  sense  that  dump  power  is  ordinarily  described ;  no. 

Question.  But  it  was  surplus  power,  wasn't  it? 

Answer.  It  was  surplus  power  only  In  the  sense  that  they  had  a  power  plant 
wjiich  for  lack  of  customers  could  deliver  power  which  could  not  otherwise  be 
sold.     It  was  a  matter  of  dearth  of  market.     I  think  that  will  be  the  same 
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case  in  the  Flathead  plant  were  developed  with  the  expectation  of  selling  it 
to — selling  the  power  to  metallurgical  and  fertilizer  industries. 

Question.  You  spoke  of  the  dearth  of  market  of  that  surplus  power  which 
the  Intermountain  Power  Co.  got  from  the  Washington  Power  Co.  Don't  you 
know  it  to  be  a  fact  that  there  was  an  actual  closed  market  for  that  so-called 
surplus  power  in  the  form  of  a  contract  between  the  Intermountain  and  the 
Milwaukee  Railroad  before  the  contract  between  the  Intermountain  and  the 
Washington  Power  Co.  was  executed? 

Answer.  The  contract,  as  I  remember  it,  for  the  sale  of  power  to  the  rail- 
road company  and  the  side  of — was  made  after  the  contract  for  the  sale  of 
power  from  the  Washington  Water  Power  Co.  to  the  Intermountain  Power  Co. 

Question.  Is  that  your  recollection? 

Answer,  That  is  my  recollection ;  yes.  That  is  what  all  my  testimony  is 
based  on. 

Question.  Isn't  it  a  fact  that  the  Intermountain  Co.  had  an  option  on  that 
amount  of  power  from  the  Washington  Water  Power  Co.  and  then  made  its 
deal  with  the  Milwaukee  Railroad  Co.,  then  went  back  and  executed  its  option 
at  $10  with  the  Washington  Water  Power  Co.? 

Answer.  I  believe  that  is  true.     I  had  forgotten  about  the  option. 

Question.  So  there  is  no  dearth  of  market  for  that  surplus  power  but  a 
wonderful  opportunity  for  the  organizers  of  the  Intermountain  Power  Co.  to 
dispose  of  something  at  better  than  $20  which  they  only  paid  $10  for? 

Mr.  Kelly.  Just  a  minute,  if  the  commission  please.  We  object  to  that  as 
not  proper  cross-examination.  It  is  not  based  upon  the  record.  This  $20  a 
horsepower  was  paid  for  such  portion  of  that  $10  so  used,  and  the  record  shows 
that.  On  the  purchase  of  $260,000  or  $270,000  worth  of  power  on  an  investment 
of  some  $700,000  in  transmission  line,  it  was  actually  sold  at  $290,000,  or  a 
margin  of  about  $20,000.  So  I  submit  that  the  cross-examination  on  this 
question  is  not  based  upon  the  record.  It  is  based  on  an  assumption  or  assum- 
ing something  in  the  record  which  is  not  the  fact. 

By  Mr.  Forbes  : 

Question,  There  is  no  dearth  of  market  for  that  power,  is  there? 

Answer.  Yes,  sir. 

Mr.  Kelly.  Do  you  mean  when  it  was  taken  under  option  or  when  it  was 
contracted  for? 

The  Witness,  This  power  was  bought  when  the  option  was  made.  At  that 
time  there  was  a  dearth  of  markets,  otherwise  the  offer  would  not  have  been 
made. 

By  Mr.  Forbes  : 

Question.  Is  the  metallurgical  or  chemical  load  a  steadier  load  than  the 
load  of  a  railroad  company? 

Answer.  I  have  had  some  experience  with  both,  and  I  would  say  that  the 
metallurgical  loads,  so  far  as  the  total  average  power  taken  in  the  year  is 
concerned,  I  would  say  that  the  railroad  load  was  perhaps  more  steady  and 
consistent  than  the  metallurgical  load  on  account  of  the  fact  that  the  railroad's 
business,  being  a  common  carrier  and  running  trains  back  and  forth,  is  more 
nearly  constant  than  the  business  of  a  metallurgical  company,  which  is  de- 
pendent for  its  load  on  the  sale  of  one  particular  product,  the  market  for  which 
may  be  good  or  it  may  be  bad. 

Question.  Have  you  ever  operated  any  power  plant  exclusively  or  almost 
exclusively  having  an  electrochemical  load? 

Answer.  Not  a  single  power  plant ;  no. 

Question.  So  you  have  no  personal  experience  with  the  continuity  of  load  of  a 
chemical  plant  or  electrochemical  plant  taking  most  of  the  power  from  one  site? 

Answer.  Yes.  We  have  had  a  great  deal  of  experience.  As  far  as  the  char- 
acteristics of  load  of  a  chemical  industry  goes,  it  is  immaterial  whether  the 
power  comes  from  one  plant  or  a  number  of  plants,  as  far  as  the  characteristics 
of  the  load  go. 

Question.  That  is  based  upon  your  general  observation  of  the  loads  of  the 
Montana  Power  Co.? 

Answer.  Yes. 

Question.  You  have  never  had  a  situation  where  you  have  had  one  of  your 
sites  devoted  to  the  production  of  power  for  a  metallurgical  concern? 

Answer.  No.  Our  plants  are  tied  together.  We  have  one  power  system 
which  sells  something  over  a  hundred  thousand  horsepower  for  metallurgical 
purposes. 
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Question.  Is  there  any  reason  why  Mr,  Wbeeler  or  the  power  company  which 
might  be  organized  around  this  site  could  not  exchange  power  witli  the  Wash- 
ington Water  Power  Co.  or  the  Montana  Power  Co.  or  other  adjacent  power 
companies? 

Answer.  There  is  no  reason  why  he  could  not,  except  that  I  understand  from 
his  set-up  and  proposal  that  he  expects  to  sell  all  the  power  at  the  plant ;  and 
I  don't  think  either  of  these  companies  will  go  to  the  expense  of  building  lines 
to  this  plant  for  the  sake  of  what  little  interchange  of  power  could  be  effected 
after  Mr.  Wheeler  had  supplied  the  load  which  he  expects  to  supply. 

Question.  Well,  if  he  had  no  other  power  market  than  the  one  that  he  has 
mentioned,  with  probably  more  emphasis  than  the  general  power  market,  do  you 
think  of  any  reason  or  know  of  any  reason  why  he  would  not  be  able  to  ex- 
change power  with  the  other  power  companies  ? 

Answer.  That  would  depend  entirely  upon  what  sort  of  proposition  he  was 
able  to  make  to  the  other  companies. 

Question.  As  a  matter  of  fact,  Mr.  Cochrane,  would  not  Mr.  Wheeler,  provid- 
ing, of  course,  that  he  can  produce  his  power  cheap  enough  or  as  cheap  as  the 
Rocky  Mountain  Power  Co.,  isn't  he  in  exactly  the  same  position  as  the  Rocky 
Mountain  Power  Co  or  any  other  power  company  developing  power  in  the 
neighborhood  where  there  seems  to  be  a  demand  for  more  power? 

Ansv^^er.  I  don't  think  he  is ;  no. 

Question.  Why  not? 

Answer.  Because  the  Rocky  Mountain  Power  Co.'s  plan  for  development  con- 
templates supplying  the  major  part  of  the  output  of  the  plant  to  the  Montana 
Power  Co.  system  with  a  connection  at  Anaconda,  where  there  is  now  a  large 
load  concentrated.  Having  built  this  line  for  the  purpose  of  delivering  this 
power,  a  connection  is  automatically  supplied  without  additional  cost,  which 
will  allow  the  interchange  between  the  two  systems,  and  also  through  lines 
which  have  already  been  built  and  are  now  in  operation  to  a  lesser  extent 
through  the  system  of  the  Washington  Water  Power  Co. 

Question.  Assuming  that  Mr.  Wheeler  did  not  concentrate  all  of  his  power  for 
industrial  use  right  at  the  plant  or  close  to  the  plant,  but  had  power  to  sell, 
don't  you  understand  from  Mr.  Kerr's  testimony  that  there  is  such  an  increasing 
demand  for  power  in  that  site  that  there  would  be  a  market  for  Mr.  Wheeler's 
power  to  the  extent  that  he  could  offer  it? 

Answer.  Well,  I  would  say  that  if  Mr.  Wheeler  built  the  same  kind  of 
development  and  constructed  transmission  lines  in  the  same  way  that  the 
Rocky  Mountain  Power  Co.  is  planning  to  do,  and  could  offer  power  to  the 
Montana  Power  Co.  at  a  price  comparable  to  that  of  the  Rock  Mountain  Power 
Co.,  there  might  be  a  chance  to  do  business  between  the  two  companies. 

Question.  Won't  you  make  it  a  little  stronger  than  that?  If  there  is  a  dQ> 
mand  for  power,  and  if  the  Montana  Power  Co.  and  the  Washington  Water 
Power  Co.  and  the  other  power  companies  need  their  power,  Mr.  Wheeler 
would  be  in  just  as  good  a  position  as  the  Rocky  Mountain  Power  Co.  to 
supply  that  demand? 

Answer.  Are  you  trying  to  get  an  option 

Mr.  Kelly.  Where  do  you  mean?  At  the  bus  bars,  or  do  you  mean  by 
transmitting  the  power  to  the  place  of  consumption? 

Mr.  Forbes.  Either  one,  because  I  assume  naturally  that  if  Mr.  Wheeler  is  to 
develop  this  site  practically  or  wholly  along  the  lines  suggested  by  the  Rocky 
Mountain  Power  Co.,  he  would  have  to  do  exactly  what  they  would  do — either 
sell  it  at  a  high  price  at  the  end  of  the  transmission  line  or  sell  it  at  a  lower 
price  at  the  bus  bar. 

By  Mr.  Forbes  : 

Question.  Will  you  answer  that  question? 

Answer.  I  thought  you  were  replying  to  Mr.  Kelly,  and  I  don't  know  what 
the  question  Is. 

Mr.  Forbes.  Will  you  read  the  question? 

(The  reporter  read  the  pending  question,  as  follows:) 

"Question.  Won't  you  make  it  a  little  stronger  than  that?  If  there  is  a 
demand  for  power,  and  If  the  Montana  Power  Co.  and  the  Washington  Water 
Power  Co.  and  the  other  power  companies  need  their  power,  Mr.  Wheeler  would 
be  in  just  as  good  a  position  as  the  Rocky  Mountain  Power  Co.  to  supply 
that  demaml?" 

By  Mr.  Forbes  : 
Question.  You  said  there  might  be  a  chance.     Don't  you  think  you  could  make 
it  a  little  stronger  than  that? 
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Answer.  If  Mr.  Wheeler  should  change  his  plan  of  operations,  and  instead 
of  devoting  all  of  this  power  or  most  of  this  power,  we  will  say,  to  metallurgi- 
cal industries  located  near  the  plant,  should  adopt  the  same  plan  that  the 
Rocky  Mountain  Power  Co.  has  adopted,  namely,  to  sell  all  its  power  or 
practically  all  its  power  to  the  Montana  Power  Co.,  I  still  say  that  there  might 
be  a  chance.  I  am  not  in  a  position  to  say  what  the  Montana  Power  Co. 
would  do.  I  don't  want  to  negotiate  a  power  contract  here  between  the  two 
companies,  but  we  would  be  willing  to  listen  to  a  proposal. 

Question.  Well,  they  would  seem  to  be  on  a  parity,  wouldn't  they? 

Answer.  No.  I  wouldn't  say  that  they  would  be  on  a  parity,  because  that 
is  not  Mr.  Wheeler's  plan. 

Question.  Well,  I  am  working  on  the  same  assumption  that  I  just  gave  you. 
Under  that  condition  they  would  be  on  a  parity,  would  they  not? 

Answer.  They  would  be  on  a  parity  if  you  change  your  plan  of  develop- 
ment and  make  them  on  a  parity. 

Question.  Do  you  know  from  your  own  experience  with  large  units  operating 
under  high  heads  that  you  can  not  secure  90  per  cent  officiency? 

Answer.  We  have  units  which  we  believe  produce  90  per  cent  efficiency 
of  the  water  wheel  based  on  the  net  head. 

Mr.  Dixon.  It  is  now  5.30  and  you  won't  be  finished  with  this  witness  for 
some  minutes.     We  had  better  recess  now  until  9.30  in  the  morning. 

(At  5.30  o'clock  p.  m.  adjourned  until  to-morrow,  November  6,  1929,  at  9.30 
a.  m.)  

Washington,  D.  C,  November  6,  1929. 

The  hearing  of  the  Federal  Power  Commission  upon  the  applications  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler,  to  develop  power  on  Flat- 
head Lake  and  Flathead  River,  Mont,  was  resumed  in  the  office  of  the  Secre- 
tary of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present:  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior;  Hon.  Joseph 
M.  Dixon,  Assistant  Secretary  of  the  Interior;  F.  E.  Bonner,  Esq.,  executive 
secretary  of  the  Federal  Power  Commission ;  and  Northcutt  Ely,  Esq.,  execu- 
tive assistant  to  the  Secretary  of  the  Interior. 

The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present:  Col.  T.  H.  Brown,  chief  counsel;  Col.  Charles  Tyler,  chief 
engineer ;  Mr.  J.  F.  Lawson,  assistant  chief  counsel ;  Maj.  F.  K.  Newcomer, 
assistant  engineer;  Mr.  Charles  A.  Russell,  solicitor.  Mr.  William  V.  King, 
chief  accountant. 

Also  present:  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs ;  John  R.  K.  Reeves,  Esq.,  attorney  for  the  Indian  Bureau ;  B.  E.  Jones, 
Esq.,  United  States  Geological  Survey;  Nelson  A.  Mason,  Esq.,  clerk  of  the 
Senate  Committee  on  Indian  Affairs;  and  S.  J.  Flickinger,  Esq.,  Office  of  In- 
dian Affairs. 

Appearances :  As  heretofore  noted. 

Mr.  Dixox.  We  will  come  to  order. 

Mr.  Forbes.  There  are  a  few  more  questions  I  w^ould  like  to  ask  the  witness, 
Mr.  Chairman. 

Mr.  Kelly.  Mr.  Chairman,  we  have  prepared  some  data  that  was  requested 
on  yesterday  by  the  commission,  or  some  of  the  staff,  and  we  would  be  very  glad 
to  put  that  in  now,  so  it  might  be  considered  in  connection  with  this  cross- 
examination,  or  later,  as  the  commission  desires. 

Mr.  Forbes.  If  it  is  all  right  with  the  commission,  Mr.  Kelly,  I  would  just 
as  soon  close  my  cross-examination  and  then  Mr.  Kelly  can  put  in  anything 
he  desires. 

Mr.  Dixon.  All  right 

Whereupon, 

H.  H.  Cochrane,  the  witness  on  the  stand  at  the  time  of  adjournment,  re- 
sumed the  stand  and  testified  further  as  follows: 

Cross-examination   (resumed)  by  Mr.  Forbes: 

Question.  Mr.  Kerr  has  handed  me  a  booklet  entitled  "  Service  Manual  and 
Schedule  of  Rates.  Montana  Power  Co.,  1926,"  and  he  told  me  that  the  type- 
written insert  entitled  "  Schedule  W  "  represents  the  wholesale  power  rates. 

Answer.  Yes,  sir. 

Question.  Is  that  the  only  wholesale  power  rate  you  have? 

Answer.  Yes. 

26465— 30— PT  10 52 
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Question.  This  reads :  "  Wliolesale  power  for  resale.  First  100  kilowatts 
at  $3  per  month."     Does  that  mean  month? 

Answer.  Yes. 

Question  (reading):  "Next  400  kilowatts  at  $2  per  month.  Additional 
kilowatts  at  $1.50  per  month,  plus  $0,006  per  kilowatt-hour."     Is  that  correct? 

Answer.  That  is  correct. 

Question.  Have  you  any  contracts  for  the  sale  of  blocks  of  power  at  rates 
other  than  those  set  forth  in  this  schedule? 

Answer.  Yes. 

Question.  What  are  those? 

Answer.  I  w^U  explain,  if  you  would  like  to  have  me,  that  there  has  doubt- 
less been  a  misunderstanding  as  to  the  meaning  of  the  word  "  wholesale."  We 
apply  the  word  "  wholesale  "  to  power  sold  for  resale,  distribution.  It  is  sup- 
posed to,  and  in  fact  is,  used  exclusively  by  other  companies  operating  distribu- 
tion systems  in  towns,  and  is  not  to  be  confused  with  large  bulk  power  con- 
tracts for  the  ultimate  consumer.  In  other  words,  it  does  not  apply  to  the 
class  of  business  that  we  have  been  talking  about  here  as  large  blocks  of  power. 

Question.  Now,  you  have  customers  who  take  large  blocks  of  power,  do  you 
not? 

Answer.  Yes. 

Question.  Are  they  under  contract? 

Answer.  They  are. 

Question.  And  can  you  give  me  the  rates  charged  to  such  customers? 

Answer.  I  think  all  of  our  large  power  customers,  except  the  Anaconda  Co. 
and  the  Milwaukee  Railroad,  now  purchase  power  on  the  G  schedule,  and 
while 

Question.  You  mean  Schedule  G  or  W? 

Answer.  I  mean  G,  industrial  power  rates.  And  we  have  customers  taking 
either,  say  three  or  four  or  five  thousand  horsepower  on  that  schedule.  The 
Anaconda  Co.,  which  takes  over  100,000  horsepower,  has  a  maximum  demand 
rate  based  on  the  average  of  three  30-minute  maximum  demands  measured  each 
month,  which  is  for  power  delivered  at  Great  Falls,  $20  per  horsepower  for 
power  delivered  at  Butte,  and  Anaconda  $30  per  horsepower.  In  addition, 
or  first,  I  will  say  that  that  rate  applies  to  all  of  their  business,  mining  and 
smelting  and  miscellaneous,  except  the  electrolytic  reduction  of  zinc.  For  that 
business  there  is  a  rate  of  $25  per  horsepower  based  not  on  the  maximum 
demand  but  on  the  equivalent  average  horsepower  taken.  That  rate  is  a  step 
rate  based  on  the  selling  price  of  zinc,  and  varies  from  $25  a  horsepower  wlien 
zinc  sells  at  6  cents  or  more,  down  to  $17.50  a  horsepower  when  zinc  is  in  the 
neighborhood  of  4  or  4i/^  cents.  I  don't  remember  exactly  the  last  step.  I 
think  there  are  four  or  five  steps  to  that  rate. 

Question.  To  clarify  the  record 

Answer.  That  rate  applies  to  both  Great  Falls  and  Anaconda. 

Mr.  FoBBES.  I  think  it  would  be  well  to  have  these  in  evidence  under  specific 
exhibit  numbers  now. 

Mr.  Dixon.  I  thought  they  were  offered  last  night. 

Mr.  Forbes.  No. 

Mr.  Dixon.  All  right. 

Mr.  Forbes.  I  offer  the  booklet  entitled  "A  Service  Manual  and  Schedule  of 
Rates  of  the  Montana  Power  Co.,  1926,"  as  Wheeler  Exhibit  No.  25. 

Now,  I  refer  to  the  last  paragraph  on  the  page  headed  "  Schedule  G  " — the 
pages  are  not  numbered  in  this  booklet — "  Exhibit  No.  25."  "  The  determina- 
tion of  the  demand  shall  be  taken  as  100  per  cent  of  connected  load  except  in 
cases  where  rated  capacity  of  equipment  does  not  fairly  represent  actual 
demand,  the  demand  may  be  determined  by  estimated  or  continuous  measure- 
ment." 

Question.  Doesn't  that  indicate  that  the  customers  buying  power  under 
Schedule  G  are  required  to  take  100  per  cent  of  the  connected  load,  except 
in  the  case  where  the  equipment  does  not  fairly  represent  the  actual  demand? 

Answer.  When  you  say  "  required  "  it  is  ordinarily  a  matter  of  agreement 
between  the  power  company  and  the  customer. 

Question.  Does  that  mean  that  you  vary  from  these  rates  by  contract  between 
the  parties? 

Answer.  No;  we  agree  upon  the  method  of  determining  the  maximum  de- 
mand. F'or  example,  a  man  with  a  10-horsepower  motor,  a  miscellaneous  small 
load,  will  ordinarily  be  charged  for  10  horsepower.  If,  however,  it  can  be 
ghown  that  10  horsepower  does  not  fairly  represent  the  amount  of  power  that 
he  actually  takes,  the  motor  will  be  either  rerated ;  but  If  In  the  test  measure 
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it  is  stiown  tliat  the  machine  that  operates  requires  less  than  10  horsepower, 
he  will  be  charged  accordingly  less. 

Question.  Then  this  language  means  what  it  says? 

Answer.  It  means  what  it  says. 

Question.  And  you  apply  it? 

Answer.  We  apply  it.  And  for  large  customers,  the  kind  of  power  we  have 
been  talking  about,  the  demand  is  actually  measured  by  a  curve  line  wattmeter, 
so  that  he  pays  each  month  for  the  actual  demand  which  he  does  take. 

Question.  Have  you  any  customers  for  large  blocks  of  power  for  metallurgical 
work,  other  than  the  Anaconda  Copper  Co.? 

Answer.  I  don't  think  so.     I  don't  recollect  any ;  no. 

Question.  Have  you  any  other  large  customers  who  buy  large  blocks  of  power, 
other  than  the  Anaconda  Copper  Co.? 

Answer.  Yes. 

Question.  For  industrial  use,  I  mean,  not  for  resale. 

Answer.  We  have  two  cement  plants  on  our  system,  several  flour  mills,  and 
several  mining  companies,  all  of  whom  take  power  in  the  range,  say,  between 
500  and  two  or  three  thousand  horsei)Ower. 

Mr.  Kelly.  East  Helena? 

The  Witness.  East  Helena,  the  American  Smelting  &  Refining  Co.  in  East 
Helena  operates  their  smelter  from  our  power. 

By  Mr.  Forbes: 

Question.  How  much  power  does  the  American  Smelting  &  Refining  Co.  take? 

Answer.  I  think  they  take  about  1,500  horsepower.  I  am  not  very  sure  about 
that  figure. 

Question.  Do  they  take  the  rates  set  forth  in  Schedule  G? 

Answer.  Yes. 

Question.  Do  I  understand  that  you  have  any  industrial  concerns,  other  than 
the  Anaconda,  who  take  rates,  other  than  those  set  forth  in  Schedule  G  ? 

Answer.  The  Milwaukee  Railroad.  That  rate  has  already  been  given.  Yes : 
there  is  one  more.  It  is  not,  properly  speaking,  a  customer  of  the  Montana 
Power  Co.,  because  we  have  another  transmission  company  that  sells  us  power. 
That  is  power  in  the  Coeur  d'Alene  mining  district.  That  is  sold  at  a  rate  of 
6%  mills  per  kilowatt-hour ;  no  demand  charge. 

Question.  How  much  power  is  sold  to  that  customer? 

Answer.  I  think,  between  4,000  and  5,000  kilowatts.  That  is  a  group  of  cus- 
tomers rather  than  single  customers. 

Question.  What  do  they  use  that  power  for? 

Answer.  Mining. 

Question.  Any  electrolytic  work? 

Answer.  There  is  an  electrolytic  zinc  plant  in  the  Coeur  d'Alene  district, 
but  the  powei*  is  not  supplied  by  our  company.  It  is  supplied  by  the  Washington 
W^ater  Power  Co. 

Question.  Have  you  any  electrical  load  used  for  making  fertilizer? 

Answer.  The  Anaconda  Co.  uses  some  power  in  connection  with  its  fertilizer 
works,  but  I  think  it  is  entirely  used  for  grinding  and  such  purposes. 

Mr.  Forbes.  That's  all. 

Mr.  Dixox.  Are  there  any  further  questions  of  this  witness? 

Mr.  ScATFERGOOD.  I  have  some  questions  that  I  would  like  to  ask. 

Mr.  Kelly.  I  think,  i)erhaps,  Mr.  Scattergood,  you  would  like  to  have  these 
tables. 

Mr.  Scattergood.  I  would,  Mr.  Kelly,  yes.  [Mr.  Kelly  handed  some  parsers 
to  Mr.  Scattergood.] 

Redirect  examination  by  Mr.  Kelly  : 

Question.  Mr.  Cochrane,  since  yesterday  you  have  prepared  some  tables  setting 
forth  the  items  of  cost  of  construction,  the  expenditures  estimated  in  connec- 
tion with  the  operation,  including  interest,  the  necessary  income,  necessary  to 
earn  8  per  cent  interest,  the  cost  per  horsepower  of  construction,  and  the 
amount  that  will  be  necessary  to  sell  the  horsepower  for  in  order  to  receive  8 
per  cent  on  the  investment,  as  you  have  estimated  it? 

Answer.  Yes. 

Question.  First  present  the  account  showing  your  expenses  and  the  earnings 
as  you  have  estimated  them.     [The  witness  produces  a  paper.] 

Mr.  Kelly.  I  present  comparison  statement  of  the  Rocky  Mountain  Power 
Co.,  showing  the  expenses  of  operation,  the  amount  of  revenue  necessary  for  a 
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return  of  8  per  cent,  also  the  revenue  estimated  on  Mr.  Wheeler's  set-up  as 
furnished :  First,  based  upon  an  efficiencj'  of  70  per  cent,  and  then  85  per  cent 
utilization  factor,  as  has  hereinbefore  been  discussed,  these  tables  being  es- 
timated upon  the  same  basis,  the  same  utilization  factor,  I  ask  to  have  this 
identified  with  an  exhibit  number. 

Mr.  Bonner.  That  will  be  Rocky  Mountain  Power  Co.  Exhibit  No.  8. 

By  Mr.  Kelly  : 

Question.  Now,  if  you  will  just  tell  the  commission  briefly  what  that  state- 
ment shows  and  the  basis  for  it.  Take  up  the  Rocky  Mountain  Power  Co. 
set-up  first  and  tell  us  what  it  is. 

Answer.  Under  the  heading  "  Rocky  Mountain  Power  Co."  the  gross  revenue 
necessary  to  make  a  net  return  of  8  per  cent  on  an  investment  of  $7,947,500  is 
given  as  $1,216,680  per  year.  Expenses  are  estimated  as  follows :  Lease  of  power 
site,  $136,000;  operating  expense,  $63,000;  overhead  expense,  $63,000;  deprecia- 
tion, obsolescence,  and  so  forth,  2  per  cent,  $158,940;  taxes  and  insurance,  2 
per  cent,  $158^0;  interest,  5%  per  cent,  $423,867;  total  expense,  $1,003,747. 

Net  income,  $211,933. 

Question.  That  is  based  upon  a  70  per  cent  efliciency  figure  and  an  85  per 
cent  utilization  factor,  as  referred  to  in  your  testimony  yesterday? 
.  Answer,  Yes ;  and  is  as  shown  at  the  top  of  the  sheet. 

Question.  Now  then,  taking  the  figures  presented  to  you  by  Mr,  Wheeler,  and 
applying  a  70  per  cent  efficiency  and  an  85  per  cent  utilization  factor,  as  you 
have  in  the  case  of  the  Rocky  Mountain  Power  Co.,  what  result  do  you  get? 

Answer.  I  have  estimated  the  net  horsepower  salable  at  71.000,  which  at  $15 
per  year  would  give  a  gross  revenue  of  $1,065,000. 

Expenses,  using  Mr.  Wheeler's  figures,  are :  Lease  of  power  site — I  will  make 
an  exception  there — the  figure  which  I  am  going  to  give  for  lease  of  power  sites 
is  reduced  from  his  figure  of  lease  of  power  sites  in  proportion  to  the  reduction 
in  the  amount  of  power  which  he  figured  on  selling  originally,  and  the  71,000 
which  I  have  used  here. 

Question.  In  other  words,  you  take  the  horsepower  which  you  assume  would 
be  produced,  and  multiply  it  by  the  price  of  $1.12? 

Answer.  $1.12  per  horsepower.  Lease  of  power  sites,  $79,520 ;  operating 
expenses,  l^y^  per  cent,  $132,177;  overhead  expense,  1  per  cent,  $88,118;  repairs, 
$44,059;  sundry  fund — I  am  not  sure  whether  that  is  right — sinking  fund — 
there  was  a  misprint  in  the  original  copy  and  it  was  copied  here — sinking  fund 
and  obsolescence,  2  per  cent  for  one  and  1  per  cent  for  the  other,  a  total  of 
$264,355;  taxes,  interest,  and  so  forth,  1^  per  cent,  $132,177;  interest.  6  per 
cent,  $528,710 — making  a  total  expense  of  $1,269,116  and  leaving  a  dCiicit  of 
$204,116. 

Question.  In  other  words,  if  your  figures  are  correct,  namely,  that  there 
would  not  be  to  exceed  71,000  continuous  horsepower,  and  if  that  were  sold  at 
$15  a  horsepower,  on  Mr.  Wheeler's  own  statement  of  expenses  he  would  havo 
a  deficit  of  over  $200,000  a  year? 

Answer.  That  is  correct. 

Question.  Now  then,  take  Mr.  Wheeler's  figures  as  he  presented  them,  namely,, 
on  a  100  per  cent  sale  of  power  and  on  an  efficiency  figure  of  87 1^  per  cent, 
wherein  he  shows  that  he  will  produce  and  sell  105,000  horseix)wer  continu- 
ously— and  I  will  ask  to  have  that  presented — these  are  the  figures  presented 
by  Mr.  Wheeler  on  yesterday,  I  believe — I  will  ask  to  have  that  marked  for 
identification. 

Mr.  BoNNEB.  It  will  be  Rocky  Mountain  Power  Co.  Exhibit  No.  9. 

By  Mr.  Kelly  : 

Question.  Now  then,  you  have  also  prepared  comparative  statements  of  the 
cost  of  the  plant,  both  from  your  own  figures  and  from  the  figures  of  ^Ir. 
Wheeler.     I  will  ask  to  have  those  both  marked  as  exhibits. 

Mr.  BoNNEB.  Tlie  first  one,  if  you  will  identify  it.  Exhibit  No.  10. 

Mr.  Kelly.  This  is  comparable  statements  on  cost  of  construction  as  between 
the  Wheeler  item  and  the  Rocky  Mountain  Power  Co.'s  detail  of  construction 
costs,  showing  the  horsepower  capacity  and  the  horsepower  cost,  both  set-up« 
being  based  upon  70  per  cent  efficiency  and  85  per  cent  utilization  factor. 
The  other  exhibit  is  the  same  with  the  excetion  that  Mr.  Wheeler's  100  per  cent 
utilization  factor  and  87%  per  cent  efficiency  Is  usefl. 

Mr.  BoNNEB.  That  will  be  Exhibit  No.  11,  Rocky  Mountain  Power  Co. 
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By  Mr.  Keixy  : 

Question.  Now,  then,  referring  to  Exhibit  No.  10,  referring  to  the  costs  of 
Mr.  Wheeler  for  construction,  based  upon  a  figure  of  $8,811,830,  assuming  that 
the  utilization  factor  be  85  per  cent  and  the  efficiency  factor  70  per  cent,  how 
much  power  would  Mr.  Wheeler  produce? 

Answer.  Seventy-one  thousand  horsepower. 

Question.  That  is  what  he  Y\'ould  sell.  And  what  would  that  cost  per  horse- 
power on  his  own  figures? 

Answer.  The  cost  per  horsepower,  as  shown  here,  is  based  on  his  plant 
capacity,  not  on  the  amount  which  he  would  sell,  with  an  85  per  cent  utilization 
factor.  On  that  basis  the  continuous  plant  capacity  would  be  84,000  horse- 
power; his  total  cost,  original  cost  of  plant,  $8,811,830,  making  a  cost  per 
horsepower  of  $105. 

Question.  As  against  what  cost  on  the  estimate  of  the  Rocky  Mountain 
Power  Co.? 

Answer.  In  the  case  of  the  Rocky  Mountain  Power  Co.,  the  continuous  plant 
capacity  would  be  80,000  horsepower;  the  total  cost  of  the  development, 
$7,947,500,  and  the  cost  per  horsepower  $99. 

Question.  Now  then,  taking  Mr.  Wheeler's  figures  from  Exhibit  No.  11  and 
assuming  that  Mr.  Wheeler  produces  105,000  horsepower,  what  would  his 
horsepower  cost  be? 

Answer.  Eighty-live  dollars,  as  against  $99  for  the  Rocky  Mountain  Pow«r  Co. 

Mr.  Kelly.  That's  all. 

Mr.  Dixon.  Mr.  Forbes,  do  you  want  to  cross-examine  on  this? 

Mr.  Forbes.  I  do,  sir,  but  I  haven't  finished  adding  up  these  figures  yet. 

Cross-examination  by  Secretary  Wilbur  : 

Question.  I  .iudge  that  you  are  basing  your  statement  here  largely  on  the 
experience  with  other  plants  in  the  Montana  district? 

Answer.  I  am ;  yes. 

Question.  Just  about  how  much  efficiency  you  get,  and  all  that  sort  of  thing? 

Answer.  Yes  . 

Question.  Is  that  an  average  experience? 

Answer.  Yes;  it  is. 

Question.  Has  any  one  plant  been  outstandingly  different  from  all  the  rest, 
as  showing  greater  efficiency,  or  is  it  a  matter  of  the  differences  of  periods  of  a 
year  and  that  sort  of  thing? 

Answer.  Our  different  plants  have  different  efficiencies.  Some  of  our  smaller 
and  older  plants  have  quite  low^  efficiencies.  These  figures  were  based  on  the 
continuous  recorded  efficiency  of  our  largest  and  most  efficient  plants,  and  a 
little  allowance  made  even  on  top  of  that  for  expected  better  efficiency  years. 

By  Mr.  Russell: 

Question.  I  notice  you  have  in  here  $492,100  as  development  costs,  with  an 
explanation  that  development  costs  is  the  accumulated  deficit  below  a  fair 
return  on  the  invested  capital  up  to  the  time  that  a  fair  return  begins.  In  other 
words,  you  want  to  there  make  up  deficits  or  loss  of  profit,  don't  you? 

Answer.  That  cost  estimate  was  taken  from  a  set  of  comparative  estimates 
for  developments  of  different  sizes,  and  at  this  point — that  is  to  compare  the 
merits  of  developing,  first,  a  small  amount  of  storage,  and  then  a  large  amount 
of  storage,  and  with  accordingly  larger  plants  and  so  on,  to  determine  the  most 
economical  size  of  development ;  and  inasmuch  as  an  extra  large  development 
involves  an  additional  expense  in  carrying  charges  until  it  can  be  totally 
utilized,  it  was  for  the  sake  of  that  comparison  that  this  figure  w^as  put  into  all 
of  them,  so  that  the  larger  plants  would  have  a  larger  development  cost,  so 
called,  and  make  the  comparison  more  comparable,  and  it  seemed  to  me  that  it 
was  a  reasonable  thing  to  leave  that  figure  in  here. 

Question.  Well,  do  you  know  of  any  State  commission  or  any  court  that  has 
ever  held  that  you  could  make  up  deficiencies  of  that  character  in  that  manner? 

Answer.  I  don't  know  of  any,  no. 

Question.  Where  did  you  get  the  idea  from  that  you  could  do  that? 

Answer.  I  just  explained  where  the  figures  came  from,  how  it  was  made. 

Question.  Now,  "  interest  during  construction."  How  did  you  compute  that 
$915,600? 

Answer.  I  think  that  was  based  on  the  total  amount  of  money  which  would 
be  required  to  make  a  development. 
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Question.  True,  but  how  did  you  estimate  it? 

Answer.  And  the  time  required  from  tlie  time  the  money  would  be  borrowed 
up  to  the  time  the  plant  was  completed  and  put  into  operation. 

Question.  Did  you  charge  the  full  amount  of  interest  from  the  time  construc- 
tion began  until  construction  closed  upon  the  whole  amount  of  money  V 

Answer.  I  think  not;  no. 

Question.  How  did  you  do  it? 

Answer.  I  think  it  was  charged  in  steps,  as  it  was  estimated  it  would  be 
necessary  to  obtain  the  money.  We  naturally  wouldn't  borrow  the  total  jimount 
of  money  and  leave  it  without  any  interest  during  the  whole  period. 

There  are  two  ways  of  doing  that.  One  is  to  borrow  the  entire  amount  of 
money  to  start  with  and  then  put  it  out  at  interest  in  the  bank,  say,  nud  then 
use  from  that  fund ;  in  which  case  there  will  be  a  charge  for  the  total  amount 
for  the  total  period  and  a  credit  for  the  amount  of  interest  which  is  received 
on  the  unused  amount.  Or  it  can  be  borrowed  in  small  lots  from  time  to  time 
and  the  interest  taken  by  steps. 

Question.  Well,  did  you  compute  the  interest  as  interest  actually  paid  or 
is  it  interest  that  you  estimate? 

Answer.  Interest  estimated.  This  money  has  not  been  borrowed  yet.  It  can 
not  have  been  actually  paid. 

Question.  The  whole  of  it  would  be  estimated,  even  if  you  borrowed  it, 
would  it  not? 

Answer.  All  of  the  things  are  estimated. 

Question.  Did  you  figure  that  you  would  pay  any  interest  here  under  this? 

Answer.  Yes;  absolutely. 

Question.  What  would  be  the  result  if  you  took  half  of  the  construction 
period  and  applied  6  per  cent  to  the  money  for  half  of  the  period?  Would  it 
be  about  the  same  thing  as  this? 

Answer.  That  would  be  theoretically  the  perfect  way  of  computing  it,  if  the 
money  could  actually  be  borrowed  in  that  way  and  not  have  any  surplus  fund 
on  hand  not  used.  I  think  that  figure  is  based  on  approximately  that  method, 
but  a  little  more. 

Question.  That  is,  this  figure  would  be  higher? 

Answer.  A  trifle,  but  not  very  much.  It  is  not  the  total  amount  over  the 
entire  period. 

Question.  Well,  to  make  it  short,  you  have  taken  the  estimated  amount  of 
construction  and  theoretically  placed  a  certain  amount  of  that  money  where 
interest  would  have  to  be  paid  upon  it  during  the  period  of  construction? 

Answer.  W^ill  you  repeat  that,  please? 

Mr.  Russell.  Read  the  question. 

Secretary  Wilbur.  Pardon  me  just  a  minute.  This  is  just  the  ordinary 
business  procedure,  isn't  it? 

Answer.  Yes. 

Secretary  Wilbur.  You  liave  to  advance  your  capital,  and  before  you  receive 
any  income  you  have  a  considerable  period  when  you  must  pay  interest  on  it? 

Answer.  Yes. 

Secretary  Wii^ub.  That  becomes  one  of  your  early  charges,  and  whether  you 
compute  it  theoretically  or  not,  it  is  the  most  practical  matter  in  the  world,  is 
It  not? 

Answer.  Yes. 

Mr.  Russell.  The  only  point  I  had  in  mind,  Mr.  Secretary,  was  that  the 
question  of  whether  the  interest  would  be  actually  pjiid  under  his  thebry,  or 
whether  this  was  the  result  of  an  estimate  of  what  might  be  done,  or  whether 
it  was  actual  interest  that  would  be  paid.  That  is  the  difllerence  that  I  have 
tried  to  distinguish. 

The  Witness.  That  was  intended  to  represent  the  actual  cash  money  which 
would  be  paid  out  in  interest  on  account  of  our  obtaining  funds  to  build  tbis 
development. 

Secretary  Wilbur.  Does  your  experience  show  that  it  requires  a  little  bit 
more  than  that  theoretical  interest  on  half  of  the  construction  cost? 

Answer.  Yes. 

By  Mr.  Scatteiroood  : 

Question,  May  I  ask  at  that  point,  Mr.  Secretary,  whether  It  has  ever  been 
customary  to  include  both  interest  during  construction  and  an  allowance  for 
deficit  in  allowed  return? 

Answer.  It  is  in  computations  where  It  Is  desired  to  arrive  at  tlic  :m  lunl  cost 
to  the  producer  or  to  the  builder  of  the  plant.    Now,  what  is  allowal>le  by  law 
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lias  nothing  to  do  with  the  actual  cost,  necessarily.  If  we  suffer  a  loss  in 
the  tirst  part  of  the  production,  it  certainly  costs  us  money.  Whether  that 
money  is  chargeable  to  one  thing  or  to  another  is  another  question. 

Question.  It  is  not  money  out  of  your  pocket;  it  is  just  money  that  you  say 
under  allowed  return  you  would  not  have  earned?     Is  not  that  correct? 

Mr.  Kelly.  It  is  out  of  pocket  when  you  have  your  money  in  the  plant, 
isn't  itV 

Mr.  ScATTERGooD.  The  interest  on  construction — yes — you  would  have  paid 
that,  and  that  goes  in  as  part  of  the  construction  cost  under  the  law,  neces- 
sarily, no  matter  how  it  is  calculated,  whether  it  is  6  per  cent  on  half  the 
time ;  but  I  never  heard  in  any  commission  of  adding  also  the  item  for  deficit 
under  an  allowed  return  during  the  construction  period. 

Mr.  Kelly.  Just  to  make  clear  the  position  that  we  take  in  that  matter  for 
the  record,  if  we  put  $8,000,000  into  a  plant  that  develops  85,000  horsepower, 
it  is  going  to  take,  perhaps,  a  year  or  two,  or  two  or  three  j^ears,  to  develop 
a  market  and  market  all  of  that  power.  Now,  if  we  market  one-fourth  of  that 
power  the  first  year  we  have  three-fourths  of  $8,000,000  in  tlnit  plant  which  we 
are  paying  interest  on,  and  which  is  not  earning,  and  that  has  to  be  paid  for. 
Whether  this  commission  is  going  to  allow  it  or  not  is  another  question ;  but  the 
position  is  absolutely  sound  that,  if  you  have  an  $8,000,000  plant,  one-fourth  of 
which  you  sell  the  first  year  and  one-half  the  next  year  and  three-fourths  or 
all  of  it  the  next  year,  you  have  an  investment  over  that  period  that  hasn't 
earned  you  anything  but  which  you  have  to  pay  for.  And  that  is  what  this 
item  is  intended  to  cover. 

Mr.  ScATTERGOOD.  Isu't  it  a  fact,  Mr.  Cochrane,  that  in  the  practice  of  com- 
missions the  allowed  return  begins  to  be  calculated  at  the  time  that  the  con- 
struction stage  ceases  and  the  operation  stage  begins? 

Answer.  I  don't  know. 

Mr.  Forbes.  Mr.  Chairman,  I  think  I  can  proceed  on  this  now. 

Secretary  Wilbur.  I  would  like  Mr.  Russell  to  ask  one  question  first,  to 
bring  out  that  point. 

By  Mr.  Russell: 

Question.  Under  Mr.  Kelly's  statement,  your  theory  is,  that  during  the  period 
that  they  were  not  permitted,  if  I  may  use  the  term,  to  earn  a  fair  return 
that  fair  return  should  be  compensated  by  increased  rates  after  they  have  sold 
the  full  capacity  of  the  plant ;  is  that  your  idea  ? 

Mr.  Kelly.  It  would  have  to  be  compensated  somewhere,  Mr.  Russell,  or  we 
w^ould  be  out  that  much  money. 

Mr.  Russell.  That  is  very  true,  but  do  you  know  of  any  State  of  any  State 
commission  or  any  supreme  court  decision  of  any  State  anywhere  that  has 
permitted  you  to  make  up  a  deficit  in  that  manner? 

Secretary  Wilbur.  Mr.  Russell,  instead  of  asking  that  question  I  would  like 
to  have  you  bring  out  that  other  point :  What  is  the  practice  of  public  utility 
commissions  in  dealing  with  that  problem,  which  must  be  a  universal  one  and 
which  must  be  recognized?  Do  they  allow  this  charge  to  go  against  future 
operating  expenses,  or  where  does  it  go? 

Mr.  Russeill.  It  is  not  permitted  against  future  operating  expenses.  It  is 
a  cost  that  the  stocMiolders  must  carry  during  that  period,  and  is  not  a  cost 
that  you  can  add  into  your  rates  after  you  have  become  entitled  to  operate 
the  plant  a  full  capacity.  I  can  get  the  ruling.  I  haven't  it  up  here  with  me 
this  morning. 

Mr.  Kelly.  How  does  the  stockholder  get  his  money  back?  That  is  the 
thing  we  are  interested  in. 

Mr.  Russell.  That  is  lost  to  the  stockholder.  That  is  development  cost  and 
is  held  not  to  be  a  proper  charge  in  the  rates. 

Secretary  Wilbur.  Then  it  is  a  proper  charge  here,  isn't  it? 

Mr.  Russell.  It  is  not  so  held  to  be. 

Secretary  Wilbur.  I  would  like  to  know,  where  does  it  land  then? 

Mr.  Russell.  It  lands  at  the  expense  of  the  stockholders. 

Mr.  Kelly.  They  lose  that  much  to  start  wath  and  never  get  it  back? 

Mr.  Russell.  That  is  my  understanding  of  it. 

Mr.  ScATTEiRGOOD.  Mr.  Secretary,  may  1  suggest  that  if  we  were  dealing  with 
a  rate  case  under  ordinary  State  laws,  and  trying  to  reach  a  figure  for  a  fair 
value,  commissions  often  take  into  consideration,  if  I  am  rightly  informed, 
an  element  that  is  called  "  developmental  cost,"  which  is,  I  take  it.  what  Mr. 
Kelly  is  talking  about.  However,  under  the  Federal  power  act  as  I  understand 
it,  no  such  item  is  allowable  as  an  item  of  construction  cost,  and  that  law 
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covers  only  amounts  actually  paid.  Now,  among  those  amounts  actually  paid, 
would,  of  course,  be  the  amount  of  interest  actually  paid  on  the  cost  of  con- 
struction during  the  period  of  construction,  and  when  that  item  is  closed  it 
becomes  capitalized  as  a  part  of  the  project.  Thereafter  the  project  ceases 
to  be  in  the  construction  stage  and  enters  the  operation  stage,  and  at  that 
stage  then  that  base  so  established  on  actual  cost  becomes  the  base  for  recapture 
or  any  other  base — perhaps  for  calculating  rates  under  the  Federal  act. 

Mr.  Kelly.  May  I  say  that  we  submit  this  for  what  it  is  worth,  and  if 
Mr.  Scattergood's  position  is  correct  it  means  that  we  will  have  to  pay  another 
half  million  dollars  as  a  premium  to  get  this  power  site,  and  it  might  make 
some  difference.  If  we  have  to  lose  this  half  million  dollars  and  this  com- 
mission is  not  in  the  position  to  let  us  earn  on  it  or  give  it  back  to  us,  that 
means  we  have  got  to  put  down  half  a  million  dollars  in  the  first  two  or  three 
million  dollars  of  its  operation  in  order  to  get  this  site.  It  may  be  that  that 
is  the  law. 

Mr.  Russell.  That  is  what  I  was  trying  to  say,  Mr.  Kelly,  but  maybe  I 
didn't  make  it  clear. 

Mr.  Kelly.  We  submit  this  for  what  it  is  worth.  Whether  it  is  allowed  to 
us,  I  take  it  is  not  now  a  matter  to  be  finally  determined. 

Mr.  Russell.  You  will  understand  I  was  discussing  the  matter  from  the 
past  history  of  other  cases,  but  not  under  the  water-power  act,  as  Mr.  Scatter- 
good  just  said. 

Mr.  Kelly.  We  w^ill  probably  want  to  know,  however,  before  we  sign  any 
contract,  if  this  license  is  given  to  us,  whether  or  not  we  have  got  to  lose  this 
half  million  dollars,  because  that  is  quite  a  little  money. 

Secreary  Wilbur.  Before  we  have  lost  the  half  million  dollars,  let  us  get  it 
perfectly  clear. 

Mr.  ScATTERGooD.  May  I  add,  so  far  as  I  can  see,  Mr.  Kelly  wouldn't  have  to 
pay  that  money  out  to  anybody.  He  may  say  that  he  might  not  have  begun 
his  income  early  enough  to  put  that  much  money  in  his  pocket,  but  it  woudn't 
be  any  money  out  of  his  pocket. 

Mr.  Kelly.  Somebody  has  got  to  pay  the  interest  on  this  $8,000,000  while 
this  business  is  being  built  up. 

Mr.  ScATTERGooD.  You  would  have  been  allowed  that  in  the  cost  of  construc- 
tion for  any  interest  that  you  had  paid. 

Secretary  Wilbur.  As  I  understand  it,  Mr.  Kelly,  up  to  the  point  where  you 
are  actually  operating,  all  interest  is  part  of  your  construction  cost  allowed  by 
this  board.    Your  problem  then  is  that  of  securing  business? 

Mr.  Kelly.  Yes;  over  the  period  of  development. 

Secretary  Wilbur.  That  goes  into  your  rate  structure,  does  it  not? 

Mr.  Kelly.  If  this  commission  is  going  to  fix  this  cost  at  $8,000,000  flat,  or 
$7,900,000,  or  whatever  the  figure  finally  is,  and  we  are  not  permitted  to  earn 
anything  by  reason  of  this  development  period,  that  half  million  dollars  in  in- 
terest that  we  will  have  to  pay  on  that  before  the  business  is  to  100  per  cent 
efficiency,  as  it  may  be  developed,  somebody  has  got  to  pay  that  to  us  or  else  we 
lose  it. 

Mr.  Brown.  That  seems  to  be  a  matter  of  the  construction  of  the  law  with 
respect  to  this  particular  case. 

Mr.  Kelly.  We  just  submit  that  for  what  it  is  worth. 

Mr.  Brown.  You  submit  that  in  your  brief.  Submit  your  views  and  authori- 
ties sustaining  it,  if  you  have  any. 

By  Mr.  Forbes: 

Question.  Mr.  Cochrane,  will  you  refer  to  Rocky  Mountain  Power  Co.  Exhibit 
No.  9,  comparative  statement  of  applicant? 

Mr.  Bonner.  Claimed  statement  of  income,  isn't  it? 

Mr.  Forbes.  It  is  entitled  "  Comparative  Statement  of  Applicant." 

Mr.  Bonner.  I  think  there  has  been  some  confusion  in  numbers.  That  one  is 
Exhibit  8,  according  to  the  record  I  have. 

By  Mr.  Forbes: 

Question.  Exhibit  8.  Please  refer  to  Rocky  Mountain  Power  Co.  Exhibit  8, 
entitled  "  Comparative  Statement  of  Applicant." 

Answer.  Yes ;  I  have  that. 

Question.  Now,  In  the  case  of  Mr.  Wheeler  you  have  indicated  the  number  of 
horsepower  sold  at  $15 ;  In  the  case  of  the  Rocky  Mountain  Power  Co.  you  have 
no  amount  of  horsepower  nor  the  selling  price.  Will  you  please  supply  those 
figures? 

Answer.  Those  flifures  would  be  approximately  68,000  horsepower  at  $18. 
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Question.  Which  will  give  you  a  figure  of  return  of  $1,216,000? 

Answer.  Yes. 

Question.  Now,  you  would  not  expect  to  sell  more  than  68,000  horsepower  in 
that  site? 

Answer.  Not  on  the  average,  over  an  extended  period  of  years.  In  some 
years  we  might. 

Question.  And  this  does  not  contemplate  the  sale  of  secondary  power? 

Answer.  To  no  important  extent. 

Question.  You  haven't  figured  it  at  all,  have  you,  in  your  calculations? 

Answer.  No. 

Question.  So  that  income  from  secondary  power  is  not  in  those  figures  at  all? 

Answer.  No;  secondary  power  extending  over  a  period  of  three  or  four 
months  in  a  year  only  is  of  very  slight  value.  It  is  doubtful  whether  it  could 
be  sold  at  all,  as  it  would  be — I  don't  think  it  would  be  conservative  to  put  it 
in  an  estimated  earnings  statement. 

Question.  When  would  that  secondary  power  be  available?  At  what  time  of 
the  year? 

Answer.  During  the  early  summer  and  late  fall  months. 

Question.  And  does  that  happen  to  be  the  period  of  the  year  when  the  irriga- 
tion projects  adjacent  to  the  site  would  need  power? 

Answer.  In  part,  yes.  I  can  give  you  a  little  more  definite  figure  on  that. 
I  have  plotted  here  the  flow  of  the  river  in  1929,  which  was  a  low  water  year, 
and  which  will  be  therefore  a  controlling  year,  one  of  the  limiting  cases  here 
from  which  it  is  fair  to  take  the  figure  as  a  representative  limiting  year,  in 
which  the  storage  period  extended  for  92  days,  starting  about  April  18  to  July 
21,  and  taking  the  irrigation  period  as  extending  over  110  days,  from  May  25  to 
September  15,  51  per  cent  of  the  irrigation  period  would  be  during  the  high 
water  period  and  49  per  cent  after  the  high  water  period. 

Question.  What  year  was  that? 

Answer.  Both  those  figures  are  based  on  the  flow  into  the  lake,  not  the 
flow  out. 

Question.  What  year  was  that? 

Answer.  1929. 

Mr.  Hen  SHAW.  This  past  year? 

Answer.  This  year,  yes. 

By  Mr.  Forbes  : 

Question.  Wasn't  the  year  1929  an  abnormal  year? 

Answer.  It  was,  as  I  said  before,  a  low  water  year,  but  not  the  very  lowest. 

Question.  But  in  other  years  the  surplus  water  ran  over  the  irrigation  period, 
did  it  not? 

Answer.  In  years  of  large  run  off,  the  surplus  water  period  would  extend  over 
a  longer  period  of  time,  yes,  but  such  a  year  would  not  be  a  controlling  year; 
it  is  the  year  when  everybody  has  surplus  power,  maybe,  for  the  entire  12 
months. 

Question.  Had  anyone  else  at  the  Flathead  any  surplus  power  that  could  be 
used  for  pumping? 

Answer.  No :  I  didn't  mean  everybody  else  in  that  sense ;  I  was  speaking  of 
all  power  companies. 

Question.  But  for  the  irrigation  projects  close  at  hand,  the  power  from  the 
Flathead  would  be  looked  to,  would  it  not? 

Answer.  Yes. 

Question.  Were  you  present  in  the  room  when  Mr.  Wheeler  testified  and  pre- 
sented his  financial  set-up  and  his  estimated  cost  of  operation  and  construction? 

Answer.  Yes;  I  was. 

Question.  Don't  you  remember  that  in  discussing  his  cost  of  construction  and 
operation  he  stated  that  the  figures  he  had  employed  were  intended  to  be  large 
and  that  he  made  every  effort  to  be  conservative,  so  that  he  could  stay  well 
within  them? 

Mr.  Kelly.  Just  a  minute 

Answer.  I  don't  remember  hearing  him  say  that. 

Mr.  Kelly.  Mr.  Cochrane,  please,  we  object  to  this  for  the  reason  that  the 
record  speaks  for  itself  as  to  what  Mr.  Wheeler  said,  and  it  is  immaterial 
whether  this  witness  heard  it  or  not. 

Mr.  Forbes.  I  think  it  is  very  material  to  show,  and  I  think  the  facts  will 
show,  that  this  witness  has  ignored  all  of  the  qualifications  and  descriptions  of 
Mr.  Wheeler's  figures  in  setting  up  the  comparison  which  would  look  as  bad 
as  possible  for  Mr.  Wheeler's  set-up. 
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Mr.  Ke3X,y.  That  may  l>e  shown  regardless  of  whether  he  heard  Mr.  Wheeler's 
statement  or  not.  The  point  I  am  makhig  is  that  if  this  witness  was  in  New 
Tork  when  Mr.  Wheeler  testified,  it  wouldn't  make  any  difference. 

By  Mr.  Forbes  : 

Question.  As  a  matter  of  fact,  Mr.  Cochrane,  you  attempted  to  go  to  the 
extreme  limit  in  all  of  your  calculations  and  show  Mr.  Wheeler's  plan  as  not 
operative?     Isn't  that  a  fact? 

Answer.  I  merely  tried  to  put  Mr.  Wheeler's  figures  and  our  figures,  both  of 
which  were  arrived  at  independently,  on  the  same  basis  of  efficiency  and 
utilization  factor,  so  that  they  would  he  comparable.  Whether  or  not  he  has 
estimated  high  or  low,  or  whether  we  have  estimated  high  or  low,  at  least  they 
are  comparable. 

Question.  Don't  you  think  that  Mr.  Wheeler  can  operate  a  plant  as  eco- 
nomically as  the  Rocky  Mountain  Power  Co.  can? 

Answer.  I  think  he  could,  as  far  as  the  plant  alone  goes. 

Question.  The  tax  rates  in  Montana  applicable  to  this  property  Wduld  be  the 
same,  whether  you  owned  it  or  whether  Mr.  Wheeler  owned  it,  would  they  not? 

Answer.  Yes ;  I  presume  so. 

Question.  The  item  of  repairs  would  be  the  same  to  one  as  to  the  other, 
would  it  not? 

Answer.  I  think  so. 

Question.  If  you  are  assuming  that  both  organizations  were  equally  efficient 
as  managers  and  business  men,  the  overhead  expense  would  be  the  same,  would 
it  not? 

Answer.  I  think  we  would  have  a  little  advantage  in  cost  there,  on  account 
of  the  fact  that  we  already  have  a  working  organization  in  Montana  which  is 
now  operating  some  nine  power  plants.  The  addition  of  one  power  plant  would 
not  add  much  to  that;  whereas,  a  separate  industry  built  up  with  a  separate 
corporation,  which  would  require  managers,  or  a  manager,  superintendent,  ac- 
countants, and  men  that  perform  all  the  work  as  a  separate  company,  would 
probably  cost  somewhat  more  than  the  same  work  if  apportioned  as  part  of 
the  work  of  men  already  employed  in  that  line  of  business. 

Question.  You  mean  that  he  would  have  to  pay  larger  salaries  than  are  paid 
hy  the  Rocky  Mountain  Power  Co.? 

Answer.  That  would  not  be  a  big  item.  It  would  give  us  a  little  advantage, 
as  I  said. 

Question.  Not  enough  to  consider  here? 

Answer.  Not  enough  to  materially  change  the  figures. 

Question.  Now,  you,  of  course,  would  arrive  at  a  fair  figure  or  percentage 
for  depreciation  and  obsolescence,  would  you  not,  if  you  owned  the  plant? 

Answer.  We  would  try  to,  yes. 

Question.  And  will  you  agree  that  Mr.  Wheeler's  organization  would  try 
equally  hard  to  arrive  at  a  fair  figure? 

Answer.  Yes. 

Question.  So  that  that  figure  might  well  be  the  same  as  your  figure? 

Answer.  Yes. 

Question.  Well  now,  if  you  will  take  the  'tems  of  expense  which  I  understand 
you  say  might  well  be  the  same  in  the  case  of  Mr.  Wheeler  or  the  Rocky  Moun- 
tain Power  Co.  and  bring  them  up  to  Mr.  Wheeler's  column — to  shorten  the 
record  I  will  show  the  witness  my  pencil  transfer  of  those  figures.  (Showing  a 
X)aper  to  the  witness. )     I  have  under  the  item  of  "  Expense  " 

Mr.  Ely.  What  exhibit? 

Mr.  Forbes.  Rocky  Mountain  Power  Exhibt  No.  8  we  are  still  on. 

Question.  I  have  repeated  under  "  Expense  "  the  item  of  "  Lease  of  power 
«ite,"  because  that  is  different  from  yours,  but  the  operating  expense  of  $63,000 
in  your  figure  might  well  be  brought  up  to  Mr.  Wheeler's,  don't  you  think? 

Answer.  Well,  I  am  wiU'ng  to  admit  that  if  you  want  to  revise  your  estimate 
of  the  cost  of  operat  ng  this  plant,  It  is  all  right  with  us.  Make  it  as  low  as 
you  want  to. 

Question.  No:  our  willingness  to  change  our  figures  is  not  involved.  The 
question  Is  whether  or  not  the  comparison  might  be  a  little  more  fair  if  you 
assume  that  it  would  cost  us  no  m<»re  to  oj^erate  the  plant,  no  more  to  charge  off 
for  depreciation,  no  more  for  repairs  than  yours,  remembering  tliat  Mr.  Wheeler 
in  his  testimony  pointed  out  that  his  figures  for  those  itc^ms  were  generous  nnd 
were  made  generous  for  the  purpose  of  being  certain  that  he  could  stay  within 
them. 
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Mr.  Kelly.  Just  a  moment,  Mr.  Cochrane.  Now,  we  object  to  that  as  not 
proper  cross-examination.  It  is  elementary  that  if  Mr.  Wheeler  revises  his 
figures  to  match  ours,  the  results  will  be  exactly  the  same.  Why  waste  time 
talking  to  th  s  witness  about  that? 

Mr.  Ely.  The  inquiry  is  whether  your  figures  should  be  revised  to  Mr. 
Wheeler's,  instead  of  Mr.  Wheeler's  being  revised  to  match  yours. 

Mr.  Kelly.  Yes:  but  it  doesn't  lead  anywhere. 

Mr.  Forbes.  I  think  it  must  lead  to  the  conclusion  that  the  first  comparison 
and  the  conclusions  based  upon  that  comparison  made  by  the  witness  would  not 
be  a  fair  one. 

Mr.  Kelly.  The  only  concluson  reached  by  the  witness,  we  submit,  was  that 
if  Mr.  Wheeler's  est  mates  are  correct,  it  is  going  to  cost  him  $105  a  horsepower 
to  produce  this  power.  Now,  if  they  are  not  correct,  he  will  have  some  lower  or 
some  higher  figure.  That  is  an  elementary  prox)osition.  We  are  just  wasting 
time. 

Mr.  Forbes.  The  witness  agrees,  does  he,  that  if  the  cost  to  Mr.  Wheeler  on 
those  items  was  the  same  as  the  cost  to  the  Rocky  Mountain  Power  Co. 

Mr.  Kelly  (interposing).  Cost  of  production  will  be  the  same.  Anybody  will 
agree  to  that. 

Mr.  Dixon.  That  is  obvious,  I  think,  without  putting  it  into  the  record. 

Mr.  Kelly.  We  are  just  wasting  time  talking  nbout  obvious  things, 

Mr.  Forbes.  I  don't  th  nk  we  are  wasting  tme  when  we  show  that  the  final 
conclusion  of  this  witness  is  based  upon  two  things  that  are  not  really 
•comparable. 

By  Mr.  Forbes  : 

Question.  Now,  Mr.  Cochrane 

Answer.  As  I  understood  it,  the  commission  wanted  us  to  bring  in  your 
•estimated  figures  and  our  estimated  figures,  so  as  to  compare  your  estimate 
with  our  estimate,  and  the  only  change  that  I  made  in  your  original  figures 
was  one  dealing  with  actual  physical  facts,  not  estimates. 

Question.  Well,  you  say  you  are  dealing  with  actual  physical  fact.  Isn't 
this  figure  of  70  per  cent  efficiency  an  estimate? 

Answer.  Yes. 

Question.  Rather  than  a  physical  fact? 

Answer.  It  is  an  estimate  ba.>-ed  on  a  physical  fact.     I  \yill  state  it  that  way. 

Question.  Now,  isn't  the  85  per  cent  utilization  factor  an  estimate,  rather 
than  a  physical  fact? 

Answer.  Yes. 

Question.  Now,  your  criticism  of  Mr.  Wheeler's  operating  plan  is  directly 
dependent  upon  his  failure  to  sell  the  power  under  contract  in  large  blocks  as 
lie  has  proposed,  is  it  not? 

Mr.  Kelly.  Just  a  moment  now. 

Answer.  No. 

Mr.  Kelly.  Just  a  moment,  Mr.  Cochrane,  please.  We  object  to  the  question 
for  the  reason  that  it  does  not  appear  that  Mr.  Cochrane  has  made  any 
criticism  of  Mr.  Wheeler's  set-up  which  Mr.  Wheeler  furnished  this  commission. 
He  made  certain  mathematical  deductions  from  it.  Now,  they  are  either 
mathematically  sound  or  not  sound,  and  that  is  just  as  plain  as  adding  two 
and  two  and  determining  whether  it  makes  four  or  not.  Doing  that  is  not  a 
criticism  of  the  set-up,  and  the  question  is  not  proper  cross-examination. 

Mr.  Forbes.  The  witness  has  not,  it  is  true,  criticized  the  figures,  but  his 
conclusion  is  certainly  a  criticism  of  Mr.  Wheeler's  ability  to  do  what  he 
proposes  to  do. 

Mr.  Kelly.  If  I  may  be  permitted,  I  submit  that  the  witness  came  to  no 
conclusion.  The  conclusion  is  on  the  paper  and  it  is  mathematical.  It  is 
not  the  opinion  of  this  witness ;  it  is  mathematical.  It  is  a  certainty  that  if 
these  figures  are  right  you  reach  a  certain  conclusion ;  if  they  are  in  error,  it 
is  a  mathematical  matter. 

By  Mr.  Forbes  : 

Question.  These  figures,  Mr.  Cochrane,  are  based  upon  your  assumption  that 
Mr.  Wheeler  can  sell  no  more  than  71,000  horsepow^er,  are  they  not? 

Answer.  They  are  based  on  that  assumption,  and  the  comparison  is  made 
with  our  ability  to  sell  the  same  percentage  of  our  possible  plant  output.  In 
other  words,  whether  that  figure  is  low  or  high  is  immaterial,  because  we  use 
the  same  factors  in  both  cases  to  make  them  comparable. 
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Question.  And  your  business  is  in  general  lines  of  power  use;  whereas,  Mr. 
Wheeler's  proposal  is  to  sell  his  power  in  large  blocks  to  fewer  users.  Isn't 
that  the  fact? 

Answer.  To  fewer  users  but  not  in  as  large  blocks. 

Question.  And  on  flat  contracts? 

Answer.  I  don't  know  what  you  mean  by  "  flat  contracts." 

Question.  Well,  we  discussed  it  yesterday.  A  flat  contract  is  where  the  pur- 
chaser of  the  power  is  required  to  take  a  definite  amount  and  pay  for  it, 
whether  he  uses  it  or  not. 

Answer.  I  could  not  concur  in  that  conclusion,  on  account  of  Mr.  Wheeler's 
testimony  that  the  amount  of  power  which  he  proposed  to  sell,  namely,  105,000 
hor.^epower,  was  the  amount  used  by  him  in  computing  the  revenue  to  the 
Indians,  which  in  turn  was  based  not  on  a  block  of  power  paid  for,  whether 
used  or  not,  but  on  the  actual  average  output  of  the  plant. 

Question.  Now,  if  Mr.  Wheeler  were  able  to  sell  more  than  71,000  horsepower, 
your  conclusions  would  have  to  be  changed  accordingly,  would  they  not? 

Answer.  Not  as  a  matter  of  comparison  between  our  two  estimates,  because 
if  he  could  sell  more  than  that  we  also  could. 

Question.  But  your  figures  as  they  apply  to  Mr.  Wheeler's  set-up,  would  have 
to  be  changed,  would  they  not? 

Answer.  Yes, 

Question.  And  even  though  you  figured  a  deficit  here  on  your  method  of 
calculation,  that  deficit,  according  to  your  figures  would  gradually  be  reduced 
in  accordance  with  the  greater  amount  of  power  that  Mr.  Wheeler  could  sell, 
isn't  that  the  fact? 

Answer.  Yes. 

Mr,  Kelly.  And  the  net  income  by  the  Rocky  Mountain  Power  Co.  by  the 
same  token  would  be  higher,  would  it  not,  Mr.  Cochrane? 

Answer.  Yes. 

Mr.  Forbes.  Very  naturally,  but  we  are  not  concerned  with  what  the  Rocky 
Mountain  Power  Co.  might  do. 

Mr.  Kelly.  We  are. 

Mr.  Ely.  I  understood  you  were  taking  up  the  line  of  cross-examination 
on  this  Exhibit  No.  8  in  order  to  show  either  that  the  Rocky  Mountain  Power 
figures  as  to  operating  costs  should  be  revised  upward  to  take  in  the  same 
elements  yours  did,  or  that  yours  should  be  revised  downward  to  exclude 
elements  that  they  now  include  and  which  the  Rocky  Mountain  Power  Co. 
estimates  do  not.    Is  that  the  purpose  of  this  line  of  cross-examination? 

Mr.  Forbes.  No  :  I  left  that  sometime  ago.  That  was  the  question  of  taking 
their  operating  expenses  up  to  our  column,  and  that  purpose  w^as  simply  to 
show  that  if  both  concerns  were  on  a  parity,  it  must  be  very  obvious  that  the 
total  operating  expenses  would  necessarily  be  the  same. 

Mr.  Ely,  I  was  curious  to  know  whether  you  were  still  following  that  line 
of  cross-examination  or  not. 

Mr,  Forbes.  While  I  have  been  rechecking  this  statement  Mr.  Wheeler  has 
gotten  some  data  here,  and  as  long  as  he  has  it  I  will  ask  permission  to  have 
Mr.  Wheeler  ask  those  questions.     Is  that  satisfactory,  Mr.  Chairman? 

Mr,  Dixon.  Perfectly. 

By  Mr.  Wheeler: 

Question.  In  Wheeler  Exhibit  No.  17,  Mr.  Cochrane,  which  is  a  folder  issued 
by  the  Montana  Power  Co.  this  summer  [handing  a  folder  to  the  witness]. 

Answer.  I  don't  think  I  have  seen  that  before. 

Question.  Well,  these  figures  of  horsepower  totaling  up  327,750  horsepower 
for  nine  plants  are  the  same  as  the  figures  published  in  Poore's  Manual  of 
1928,  are  they  not? 

Answer.  I  don't  know.  That  is,  I  haven*t  read  the  figures  in  Poore's  Manual. 
I  haven't  read  tliese  either. 

Question.  And  I  believe  that  they  are  both  the  same.  If  you  think  it  is 
necessary,  we  can  compare  them  and  find  out. 

Mr.  Kelly.  You  have  compared  them,  I  assume  you  know,  Mr.  Wheeler. 

Mr.  Forbes.  I  might  say  for  the  record  that  this  is  a  document  put  out  by 
the  Montana  Power  Co,  and  is  oflPered  In  evidence.  There  has  been  no  denial 
of  its  authority,  so  I  assume  It  is  correct. 

Mr.  Kelly.  That  the  statement  is  correct.  Tliat  is  published  by  the  Montana 
Power  Co. ;  yes. 
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Bj'  Mr.  Wheeleb: 

Question.  This  shows,  under  the  heading  "  List  of  plants "  Great  Falls  and 
Missouri,  80.000  horsepower,  and  so  on,  listing  the  various  plants,  with  a  total 
of  327,750  horsepower.     Now,  just  what  does  that  327,750  horsepower  mean? 

Answer.  May  I  look  at  the  figures?  (After  examining  the  paper.)  I  think 
those  represent  the  rate  capacity  of  the  generating  equipment  in  the  plant  total. 

Question.  Well,  do  you  know  whether  they  represent  the  rate  capacity  of 
the  generating  equipment  or  not? 

Answer.  I  would  not  say  absolutely  that  every  one  of  those  figures  is  the  main 
plate  reading,  but  as  near  as  I  can  determine  from  my  recollection  of  the 
capacities  of  the  plants,  computed  in  that  way  and  those  figures,  I  think  that 
is  correct. 

Question.  This  means,  then,   installed  water  wheel  capacity  in   the  plant? 

Answer.  I  would  say  generating  unit  capacity.  Water  wheel  capacity  in 
some  cases  would  be  higher,  as  expressed  in  horsepower  manufacturer's 
rating. 

Question.  Isn't  it  customary  to  give  rated  capacity  of  generating  units  in 
kilowatts  and  not  in  horsepower? 

Answer.  It  is  quite  customary,  yes.  Horsepower  is  perhaps  more  frequently 
used  for  consumption  by  the  laymen.  They  understand  horsepower  better 
than  kilowatts. 

Question.  But  where  horsepower  is  given  in  a  table  like  this,  or  in  the  rating 
capacity,  that  means  horsepower  of  the  water  turbine,  doesn't  it,  as  a  general 
proposition? 

Answer.  Well,  those  figures  are  given  in  so  many  different  ways,  different 
times  and  different  places,  that  I  don't  think  you  can  say  in  general.  Some- 
times "  yes  "  and  sometimes  "  no  ". 

Question.  In  hydraulic  work  it  is  customary  to  use  horsepower  as  appliea 
to  water  wheel  capacity,  isn't  it? 

Answer.  Water  wheel  manufacturers  use  it,  yes,  exclusively. 

Question.  And  when  you  speak  of  "  generating  unit  capacity  "  you  use  kilo- 
watts? 

Answer.  Some  people  use  kilowatts  and  some  use  kilovolt-amperes,  which  I 
think  is  wrong. 

Question.  But  they  don't  use  horsepower? 

Answer.  Horsepower  is  frequently  also  used. 

Question.  I  am  speaking  now  of  hydraulic  work,  hydraulic  engineering. 

]Mr.  Kelly.  I  object  to  that,  if  the  -  commission  please.  It  is  irrelevant, 
because  this  circular  is  evidently  for  information  to  the  public  and  not  for 
hydraulic  engineers,  and  there  might  be  a  reason  why  a  horsepower  was  used 
in  lieu  of  kilowatts  for  that  purpose. 

Mr.  Bonner.  If  it  will  clear  it  up  any,  I  will  say  that  the  Federal  Power 
Commission's  practice  is  to  use  the  horsepower  unit  instead  of  kilowati,  even 
in  expressing  generator  ratings.     It  is  a  more  popular  form. 

Mr.  Dixon.  Let  him  answer  it. 

Answer.  Is  the  question  still  before  me  to  answer? 

By  Mr.  Wheelee  : 

Question.  Yes. 

The  W^iTNEss.  Will  you  read  the  question,  please? 

(The  reporter  read  the  question  as  follows.) 

"  Question.  I  am  speaking  now  of  hydraulic  work,  hydraulic  engineering." 

Answer.  Horsepower  is  commonly  and  ordinarily  used  in  the  rating  of 
hydraulic  equipment,  yes. 

Question.  What  is  the  continuous  prime  power  capacity  of  all  of  these  plants? 

Answer.  About  185,000  kilowatts. 

Question.  What  does  that  equal  in  horsepower? 

Answer.  250,000  horsepower. 

Question,  It  is  242,000  horsepow^er,  isn't  it? 

Answer.  Well.  I  would  say  it  was  a  little  closer  to  247.  I  think  I  used 
250  as  a  round  figure. 

Question.  On  this  same  page  the  statement  is  made — I  will  read  the  state- 
ment : 

"  The  combined  output  of  these  plants  in  1928  amounted  to  1,584,078,104  kilo- 
watt-hours." 
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What  does  that  equal  in  horsepower  years? 

Answer.  Two  hundred  and  forty-three  thousand. 

Question.  That  is,  if  you  figure  that  your  continuous  prime  power  capacity 
of  all  of  these  plants  is  247,000  horsepower,  and  in  1928  you  produced  continu- 
ous prime  power  equal  to  243,000  horsepower? 

Answer.  I  didn't  make  that  latter  figure.  In  fact,  I  have  never  seen  it  before. 
I  think  probably  it  is  a  correct  figure,  but  you  asked  me  if  I  figured  it.  I  didn't 
figure  it. 

Question.  Well,  you  just  figured  this  243,000  horsepower. 

Answer.  I  figured  the  relationship  between  a  certain  number  of  kilowatt- 
hours  and  the  corresponding  horsepower  years. 

Question.  Well,  you  took  1,584,078,104  kilowatt-hours  and  reduced  that  to 
terms  of  continuous  horsepower  and  got  243,000  horsepower,  did  you  not? 

Answer.  Yes. 

Question.  Assuming  that  those  figures  are  correct,  243,000  horsepower  actu- 
ally delivered,  and  the  prime  power  capacity  of  these  plants  as  247,000  horse- 
power, what  utilization  factor,  or  what  efliciency,  would  that  indicate? 

Mr.  Kelly.  Just  a  moment,  now.  That  is  objected  to  for  the  reason  that  that 
is  given  in  the  pamphlet  as  read  by  Mr.  Wheeler  as  the  kilowatts  produced 
and  not  the  kilowatts  sold.     Isn't  that  correct,  Mr.  Wheeler? 

Mr.  Wheeler.  The  combined  output  of  these  plants  in  1928. 

Mr.  Kelly.  Yes;  that  is  output.     It  doesn't  say  that  was  all  sold. 

Mr.  Wheeuer.  Well,  if  you  put  out  that  many  kilowatt-hours,  they  went 
through  your  watt  meter,  didn't  they? 

Mr.  Kelly.  I  don't  know. 


By  Mr.  Whi 

Question.  I  will  ask  the  witness. 

Answer.  I  presume  they  did,  but  not  the  customers'  watt  meter  or  meters. 

Question.  They  went  through  the  meters  in  the  power  house,  didn't  they? 

Answer.  Yes. 

Question.  And  if  the  power  was  not  sold,  what  happened  to  it? 

Answer.  Well,  the  difference  between  the  two  would  be  the  losses  in  trans- 
mission and  distribution. 

Question.  But  that  would  be  on  the  transmission  line  and  not  at  the  power 
house? 

Answer.  Yes. 

Question.  Well,  for  the  time  being  we  are  considering  the  power  house 
output.     What  effciency  does  this  show? 

Answer.  That  doesn't  deal  with  eflSciency  at  all;  it  shows  nothing  in  regard 
to  efficiency. 

Question.  What  per  cent  is  it,  then,  when  you  divide  243,000  horsepower  by 
247,000  horsepower? 

Mr.  Kelly.  That  is  a  mathematical  proposition.  It  would  be  the  same 
whether  this  witness  would  do  it  or  anybody  else  in  the  room.  That  is  not 
cross-examination. 

Mr.  Ely.  The  witness  has  a  slide  rule.     He  might  as  well  do  it  for  us. 

Answer.  About  99  per  cent. 

Mr.  Wheeler.  Those  are  all  the  questions  that  I  had,  Mr.  Chairman.  I 
don't  know  whether  Mr.  Forbes  has  any  more  or  not. 

By  Mr.  Ely  : 

Question.  What  does  this  99  per  cent  figure  mean?  Is  that  the  utilization 
factor? 

Answer.  That  is  the  figure  which  corresponds  with  the  figure  of  utilization 
factor  which  has  been  used  here,  yes. 

Question.  That  means  that  if  all  the  power  had  been  sold  at  the  bus'  bar 
of  the  plant,  that  would  be  the  utilization  factor? 

Answer.  Yes. 

By  Mr.  Kelley  : 

Question.  Year  1928.  Was  that  a  normal  year,  Mr.  Cochrane,  a  high  or  low 
water  year? 

An.swer.  That  was  a  rather  high-water  year. 

Question.  High  as  compared  with  this  year,  1929? 

Answer.  Considerably  higher  than  this  year. 

Question.  And  you  rate  your  efficiency  of  your  plant  now  upon  low-water 
years,  because  that  is  the  test  as  to  the  efficiency  of  the  plant,  is  it  not? 
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Answer.  Yes.  There  was,  as  a  matter  of  fact,  considerable  surplus  power 
in  1928  which  was  not  delivered. 

Question.  And  in  the  determination  of  these  factors  which  you  have  used, 
you  have  taken  them  from  the  plants  over  a  long  period  of  years? 

Answer.  Yes. 

Question.  And  the  efficiency  of  any  plant  can  not  be  determined  by  any  one 
year?     Isn't  that  true? 

Answer.  I  think  the  efficiency  in  the  sense  in  which  you  use  the  word 

Question.  The  sense  in  which  you  used  it  here  in  your  testimony.  Is  that 
based  upon  a  single  year  or  upon  conditions  over  a  period  of  years? 

Answer.  The  efficiency  I  have  assumed  would  be  substantially  the  same 
every  year.  The  utilization  factor,  however,  could  only  be  determined  for 
practical  use  over  a  long  term  of  years. 

Question.  Now,  this  247,000  figure  which  you  gave  Mr.  Wheeler,  was  that 
based  on  1928? 

Answer.  It  was  not.  It  was  based  on  the  lowest  water  year  of  a  large 
number  of  years. 

Question.  Then  you  were  determining  the  utilization  factor  on  a  high-water 
year,  as  against  the  power  available  in  a  low-water  year? 

Answer.  Y^es. 

Question.  JSo  that  the  comparison  does  not  indicate  anything,  does  it? 

Answer.  Not  much. 
By  Mr.  Jones  : 

Question.  You  based  your  estimation  of  utilization  on  a  period  of  10  years, 
did  you  not? 

Answer.  Approximately. 

Question.  Which  would  be  back  to  about  1928.  In  that  10  years  the  output 
of  the  Montana  Power  Co.  has  increased,  probably  doubled,  has  it  not? 

Answer.  Yes. 

Question.  And  with  a  larger  output  don't  you  get  a  much  better  utilization 
factor? 

Answer.  Well,  the  utilization  facto)'  being  a  ratio  between  output  and  plant 
capacity,  during  this  10-year  period  although  our  load  increased  largely,  our 
plant  capacity  did  too.  In  other  words,  at  the  beginning  of  the  period  our 
load  was  less,  our  plant  capacity  was  less.  The  ratio  would  be  a  certain 
figure.  As  our  load  grew,  we  added  to  our  plant  capacity,  and  there  again 
would  exist  a  ratio,  and  figures  which  I  have  made  show  that  the  r£rtio  taken 
year  by  year  during  this  period  between  the  actual  load  and  the  actual  plant 
capacities  that  then  existed,  the  average  during  that  period  was  80  per  cent. 
Does  that  make  the  whole  thing  clear? 

Question.  If  you  had  taken  the  years  1926,  1927,  and  1928,  and  computed 
your  utilization  factor,  would  it  not  have  been  much  higher? 

Answer.  I  haven't  taken  those  three  years  separately. 

Question.  Y^ou  had  a  much  better  load  then.  What  I  was  getting  at  is,  the 
load  is  increasing  rapidly,  and  under  those  conditions  you  can  use  your  power 
to  better  advantage.  Mr.  Kerr  has  testified  that  in  a  large  system  the  utiliza- 
tion effect  is  better  and  the  load  is  more  continuous.  So  that  in  the  future 
would  not  the  conditions  be  more  like  those  during  the  years  1926  to  1928  than 
they  would  the  period  1918  to  1928? 

Answer.  I  think  not.  The  reason  being  that  the  year — the  last  two  or  three 
years  our  utilization  factor  has  been  higher,  I  think  probably  without  excep- 
tion, than  it  ever  has  been  before.  But  we  are  now  in  the  position  where  we 
must  develop  another  plant,  and  as  soon  as  that  plant  is  developed,  again 
our  plant  capacity  goes  up  and  sets  back  the  utilization  factor.  That  is  why 
a  period  of  one  or  two,  or  even  three  years,  is  not  enough  time  to  get  a  repre- 
sentative figure.  We  are  up  to  the  point  where  we  are  doing  the  very  best 
we  can  now.  That  is  the  most  productive  condition  as  regards  plant  capacity, 
but  that  is  not  an  average  over  an  extended  period. 

Question.  Y'ou  have  testified  that  the  plant  would  be  tied  in  with  the  Wash- 
ington Water  Power  Co.  and  perhaps  on  farther  west? 

Answer.  Yes. 

Question.  Under  those  conditions  wouldn't  you  be  able  to  utilize  more 
power  ? 

Answer.  A  little  more.  That  is  why  in  my  estimates  I  have  increased  the 
estimated  utilization  factor  from  our  experience  of  80  to  an  anticipated  ex- 
perience in  the  future  of  85.    But  I  think  that  is  enough  allowance. 

Mr.  Forbes.  Are  you  through,  Mr.  Kelly? 

Mr.  KiaLLY.  No ;  I  had  another  question  that  I  want  to  straighten  out. 
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By  Mr.  Kelly  : 

Question.  Now,  if  tliere  were  243,000  horsepower  went  througli  your  watt 
meter  in  1928,  how  much  horsepower  was  there  available  if  you  liad  used  it  all? 
Was  it  higher  than  247,000  in  1928? 

Answer.  Yes.     I  haven't  the  exact  figures  here. 

Question.  It  would  be  much  higher,  wouldn't  it? 

Answer.  Considerably  higher. 

Mr.  Kelly.  That's  all. 

By  Mr.  Forbes  : 

Question.  How  much  higher  continuous  prime  power  would  you  have  under 
the  situation  just  mentioned  by  Mr.  Kelly? 

Answer.  In  1928? 

Question.  Yes. 

Answer.  I  just  said  I  haven't  the  figure  here. 

Question.  When  you  said  "higher"  did  you  have  reference  to  continuous 
prime  power? 

Answer.  For  that  year,  that  being  the  high-water  year. 

Question.  Isn't  it  a  fact  that  Mr.  Wheeler's  figures  which  you  have  set  down 
along  with  your  own  on  this  Exhibit  No.  11,  Rocky  Mountain  Power  Co. 
Exhibit  No.  11,  are  based  upon  a  low-water  year? 

Answer.  Yes. 

Mr.  Forbes.  That's  all. 

By  Mr.  Dixon  : 

Question.  Mr.  Cochrane,  I  want  to  ask  you  some  questions.  In  making  your 
estimate  of  the  financial  returns  from  your  proposed  dam  you  did  not  take  into 
account  the  surplus  power  during  flood  water  that  might  be  generated,  as  I 
understood  it? 

Answer.  I  did  not;  no. 

Question.  What  was  the  length  of  the  irrigation  season  that  you  mentioned? 

Answer.  You  mean  in  my  testimony  a  short  time  ago? 

Question.  Yes. 

Answer.  I  took  110  days. 

Question.  That  is  the  estimated  growing  period,  I  think,  in  that  locality, 
is  it  not,  given  out  by  the  Department  of  Agriculture? 

Answer.  I  think  that  is  the  figure  that  is  commonly  used.  Sometimes  it  is 
shorter  than  that. 

Question.  And  what  was  the  beginning  and  the  end  of  that  110-day  period? 

Answer.  About  May  25  to  September  15.  I  will  say  that  those  figures  were 
taken  from  Mr.  Swenson's  estimate  that  he  gave  here  a  few  days  ago. 

Question.  Of  the  extent  of  the  irrigation  period? 

Answer.  Yes. 

Question.  In  that  locality,  rather  than  the  growing  period.  How  many  of 
those  110  days  fell  within  your  surplus  water  period? 

Answer.  Fifty-one  per  cent. 

Question.  And  how  many  days  fell  within — below  the  surplus  water  period, 
outside  of  the  surplus  water  period? 

Answer,  Forty-nine  per  cent. 

Question.  What  did  you  estimate  the  cost  per  developed  horsepower  at  your 
proposed  dam?    $18  as  I  recall  it. 

Answer.  Per  horsepower  year,  .$18;  yes;  approximately  $18. 

Question.  If  you  did  not  take  into  account  the  51  days  when  pumping  power 
would  be  furnished  from  surplus  water  and  did  take  into  account  49  days  when 
it  would  be  furnished  outside  of  the  limit  of  flood  surplus  power,  what  would  be 
the  ratio  of  cost  for  pumping,  based  on  $18  horsepower?  It  would  be  a  little 
less  than  $9,  I  presume,  but  what  would  be  the  exact  flgure?  Will  your  rule 
work  that  answer  or  not?    [Referring  to  the  slide  rule.] 

Mr.  Kelly.  Forty-nine  per  cent  of  $90,000;  five  thousand  times  eighteen. 

Mr.  Dixon.  I  just  wanted  it  for  the  record. 

Answer.  The  cost  of  furnishing — I  presume  you  refer  now  to  the  proposed 
furnishing  of  power  to  the  Reclamation  Service? 

By  Mr.  Dixon  : 

Question.  To  the  Reclamation  Service.  That  is  what  I  had  in  mind  spe- 
cifically for  pumping. 

Angwer.  I  have  made  some  figures  here  to  estimate  the  revenue  which  we 
would  receive  for  power  sold  under  that  agreement;  under  that  offer,  rather. 
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Question.  What  was  that  offer? 

Answer.  To  sell  10,000  horsepower  at  1  mill  per  kilowatt-hour  and  5,000 
horsepower  at  2^^   mills. 

Question.  Did  the  1  mill  per  horsepower — was  that  the  pumping  charge? 

Answer.  That  applied — 5,000  of  that  first  10,000  horsepower  was  specified  to  be 
used  for  pumping  and  nothing  else. 

Question.  Five  thousand  for  pumping  and  nothing  else? 

Answer.  The  remaining  5,000  was  applicable  to  pumping  or  other  things. 

Question.  Pumping  or  other  things? 

Mr.  Kelly.  General  use  or  sale. 

By  Mr.  Dixon  : 

Question.  Pumping  or  sale.     And  the  other  5,000  horsepower  was  for  what? 

Answer.  I  think  that  was  for  any  purpose. 

Question.  That  was  at  2i/^  mills? 

Answer.  That  is  in  the  record  here,  but  that  is  my  recollection  of  it.  Now, 
may  I  make  a  further  statement  in  that  regard? 

Question.  I  just  want  to  clarify  it  in  my  own  mind.  I  am  not  trying  to  lead 
you  into  any  trap  or  anything.     I  just  want  to  get  it  in  my  mind. 

Answer.  I  know  you  are  not.  But  the  cost  of  power  under  that  agreement, 
or  under  that  offer,  especially  as  applied  to  pumping,  can  not  be  computed  on 
the  basis  that  all  the  power  which  is  taken  during  the  high-water  period  is 
without  cost,  and  the  remaining  amount  of"  power  cost  at  the  average  rate  for 
the  entire  output  of  the  plan,  taken  at  $18,  on  account  of  the  fact  that — 
assuming  that  all  the  power  which  is  sold  for  1  mill  will  be  used  for  pumping, 
which  Mr.  Swenson's  estimate  approximately  bears  out — he  has  some  nine 
thousand  and  odd  horsepower  used  for  that  purpose,  I  believe — the  operating 
of  the  pumping  plant  or  plants,  if  they  took  the  full  amount  of  10,000  horse- 
power, would  take  the  full  10,000  horsepower  continuously  during  the  entire 
irrigating  season,  or  approximately  continuously ;  which  means  that  the  demand 
upon  the  plant  would  be  that  10.000  horsepower,  whereas  the  average  power, 
which  figure  is  used  in  our — has  been  used  all  through  this  discussion,  and  to 
which  the  $18  applies — would  be  computed  by  taking  the  10,000  and  dividing 
it  by  the  ratio  between  the  length  of  the  irrigation  season  and  the  length  of  the 
entire  year. 

Mr.  Kelly.  Pardon  me.  In  other  word^,  Mr.  Cochrane,  if  this  power  for  any 
number  of  days  has  to  be  produced  from  storage,  it  becomes  firm  power  and 
you  can't  sell  it  to  anybody  else,  can  you? 

Answer.  Not  at  that  time ;  no. 

Mr.  Kelly.  Or  at  any  other  time?  Over  a  continuous  period  you  have  to 
reserve  that,  under  your  agreement,  for  the  settlers  whenever  they  need  it, 
consequently  you  can't  sell  it  by  the  year  to  anybody  else? 

Answer.  No ;  that  is  true. 

By  Mr.  Dixon  : 

Question.  I  understand  that,  but  what  would  that  5,000  horsepower,  5  per 
cent  of  it — or  51  per  cent  of  it 

Answer.  Perhaps  I  can  make  that  clear  by  reading  the  figures  I  have  here. 

Question.  All  right. 

Mr.  ScATTERGOOD.  Mr.  Chairman,  if  he  has  those  figures,  couldn't  he  submit 
them  in  the  form  of  an  exhibit,  and  we  can  all  follow  them  as  he  reads  them? 

Mr.  Dixon.  Yes.     I  want  to  get  it  in  my  head  right  now. 

Mr.  ScATTERGOOD.  I  was  going  to  ask  him — in  fact,  I  asked  him  last  evening 
.  to  prepare  these  figures  so  he  can  have  them  here.  If  you  are  going  to  read 
them,  he  might  as  well  submit  them  as  an  exhibit  and  we  can  go  into  the 
subject  now. 

Mr.  Kelly  (handing  a  paper  to  Mr.  Bonner).  What  number  will  that  take, 
Mr.  Bonner? 

Mr.  Dixon.  You  have  it  already  figured  out  here.     I  didn't  know  that. 

The  Witness.  Yes. 

Mr.  Dixon.  I  am  delighted. 

Mr.  Bonner.  I  think  it  is  Exhibit  No.  12. 

Mr  Dixon.  Rocky  Mountain  Power  Co.  estimated  loss  in  furnishing  power  on 
reclamation  projects.  I  confess  that  I  am  dumb  about  this.  You  say  the 
maximum  horsepower  15,000  and  then  you  have  the  average  horsepower.  3,000 
of  the  10,000  and  2,500  of  the  five  makes  5,500.  What  is  that  average  horse- 
power V 
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Answer.  That  is  the  use  of  10,000  horsepower  30  per  cent  of  the  time.  That 
is,  taking  the  whole  year,  he  assumed  a  30  per  cent  load  factor. 

By  Mr.  Dixon  : 

Question.  What  would  be  the  charge  for  10,000  horsepower  for  pumping  alone 
for  a  period  of  110  days,  51  per  cent  of  which  would  be  in  flood  water  and  49 
per  cent  drawing  on  your  reserves  for  a  110-day  period,  based  on  a  cost  of  $18 
per  horsepower  for  development? 

Answer.  I  would  have  to  go  through  these  same  computations  again,  and  I 
can't  do  it  offhand.     I  can  furnish  that  separate  figure,  though,  later. 

Question.  I  wish  you  would.  What  would  10,000  horsepower  for  a  period  of 
110  days,  based  on  $18,  cost  for  development,  51  per  cent  of  which  would  be 
during  flood- water  time?  You  can  furnish  that  any  time.  I  just  want  to  have 
that  in  the  record  for  my  own  guidance. 

That  is  all  for  me. 

By  Mr.  Bonner: 

Question.  You  have  divided  this  on  the  basis  of  proportionate  cost,  haven't 
you,  Mr.  Cochrane? 

Answer.  In  the  case  of  different  load  factors  from  that  for  which  the  plant 
as  a  whole  is  designed,  I  could  not  properly  use  the  single  figure  of  $18  a 
horsepower,  which  is  based  on  average  horsepower  with  no  reference  to 
maximum  demand  but  was  applied  to  a  plant  which  was  designed  for  a  total 
load  factor  of  80  per  cent;  therefore  I  took  the  total  cost,  total  yearly  cost 
of  the  plant  output,  and  divided  it  into  two  components,  one  proportional  to 
the  cost  of  generating  the  maximum  demand,  and  the  other  to  the  average 
power,  and  from  those  I  computed  the  figures  shown  in  the  middle  of  the 
sheet,  the  maximum  demand  charge  of  $5.45,  and  the  average  horsepower 
charge  of  $10.20. 

Question.  As  a  matter  of  fact,  tliat  additional  15,000  horse  power  maximum 
demand  against  the  plant  would  not  be  a  proportionate  charge  based  on  the 
whole  project,  would  it?  Wouldn't  it  be  reasonable  to  suppose  that  the 
provision  of  that  additional  generating  and  hydraulic  equipment  would  not  go 
over  $50,000,  simply  to  enlarge  your  machinery? 

Answer.  You  notice  that  is  given  as  only  a  small  figure  as  compared  with 
the  other  one. 

Question.  Amounting  to  about  $88,000; 

Answer.  I  said — those  figures,  by  the  way,  are  computed  on  the  basis  of  40 
per  cent  of  the  cost  chargeable  to  demand,  and  60  per  cent  to  continuous 
output.  That  is  not  the  ratio  between  those  figures,  because  they  apply  to 
respectively  different  figures  of  maximum  demand  and  average,  represented 
by  the  plant  estimated  load  factor  of  80  per  cient. 

Question.  If  I  understand  your  method,  it  results  in  the  conclusion  that  to 
increase  the  capacity  of  this  plant  from  135,000  horsepower  to  150,000  horse- 
power would  cost  $82,000.  Is  that  right?  I  don't  know  whether  that  is  reason- 
able or  not.     I  was  just  wondering  about  your  method. 

Answer.  $82,000  per  year. 

Quefstion.  Couldn't  you  provide  that  addition  in  the  capacity  of  machinery 
for  less  than  $82,000  a  year?  Capitalized  that  would  amount  to  something 
like  a  million  dollars,  wouldn't  it? 

Answer.  Well,  it  would  be  not  only  machinery  but  also  power  house,  tail 
race,  tunnels,  intake  works. 

Mr.  Bonner.  Well,  would  those  be  very  much  changed  by  that?  I  just 
happen  to  be  speaking  from  experience  with  one  plant  where  I  know  the 
capacity  was  increased  by  merely  installing  a  larger  water  wheel  and  larger 
generator  from  25.000  kilowatts  to  about  31,000  kilowatts,  and  it  ran  about 
16  or  18  per  cent  for  the  total  cost,  only  about  $12,000. 

Answer.  Well,  if  those  figures  are  not  fair  figures  I  am  perfectly  willing  to 
consider  anybody  else's  estimate  of  it.     That  is  my  estimate. 

Question.  I  was  wondering  If  we  could  bring  out  anything  to  give  us  more 
information  as  to  how  you  arrived  at  it. 

Answer.  I  will  say,  Mr.  Bonner,  that  the  part  of  our  develoi)ment  cost 
which  provides  the  water  at  the  necessary  head,  ready  to  use,  and  which  I 
have  taken  as  the  cost  which  would  be  used  in  computing  the  average  caj)acity 
of  the  plant,  or  the  kilwatt-hour  change,  as  we  commonly  charge  it,  was  30  per 
cent  of  the  total,  and  the  intake  tunnels  and  complete  power-house  equipment 
was  70  i)er  cent,  and  I  have  reduced  that  70  per  cent  to  40  per  cent  In  these 
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figures,  on  the  basis  that  the  increment  cost  is  less  per  horse  power  than  the 
average  cost  of  the  entire  plant  equipment  would  be.  If  that  is  not  sufficient 
reduction. 

Question.  Divided  on  the  proportional  basis,  exclusive  of  your  dam,  diversion 
structure,  purchase  of  land,  and  probable  overhead? 

Answer.  Yes.  It  is  not  proportional.  It  is  a  lesser  figure  than  that,  on  the 
basis  that  the  increment  cost  of  providing  more,  as  you  have  pointed  out,  would 
be  less  than  the  proportional  amount,  in  the  ratio  of  40  per  cent  to  70  per  cent. 

Question.  Then  the  other  charge  is  based  simply  on  what  amount  you  would 
lose  from  storage  to  supply  this  demand  on  the  load  factor  you  have  assumed, 
and  giving  credit  to  the  part  that  would  be  drafted  from  high  water  flow  other- 
wise wasted? 

Answer.  Yes. 

Mr.  Forbes.  While  you  are  looking  up  that  data,  may  I  ask  a  question? 

Mr.  Bonner.  I  w^as  just  suggesting  to  Secretary  Dixon  that  I  have  some 
questions  on  different  matters  that  I  would  like  to  ask  Mr.  Cochrane  if  there 
were  no  further  questions  on  this  Exhibit  No.  12. 

Mr.  Forbes.  I  just  have  a  couple  of  questions  on  this  last  exhibit.  Rocky 
Mountain  Power  Co.  No.  12. 

Question.  What  is  the  capacity  of  the  tunnel  you  have  proposed  to  build  on 
this  project?  ' 

Answer.  I  do  not  remember. 

Question.  You  are  the  chief  engineer  of  the  company,  and  do  not  know  the 
capacity  of  the  tunnel  you  have  designed  to  build? 

Answer.  I  have  those  figures  and  a  great  many  others  in  my  ofiice,  but  I  do 
not  carry  them  around  in  my  head. 

Question.  The  tunnel  is  not  an  important  part  of  this? 

Answer.  It  is  a  very  important  part. 

Question.  Is  it  not  a  fact  that  it  is  in  the  neighborhood  of  200,000  horse- 
power— capable  of  taking  care  of  that  amount? 

Answer.  Yes,  sir. 

Question.  And  you  still  think  it  would  cost  you  $82,000  a  year  to  take  care  of 
this  pumping  power? 

Answer.  $12.3,000  a  year. 

Question.  How  much  water  do  you  propose  to  withdraw^  from  storage  for 
pumping  power  only? 

Answer.  I  have  not  computed  that  here  [indicating  paper]. 

Question.  Does  not  that  enter  into  this  calculation? 

Answer.  It  is  not  that — that  figure  in  cubic  feet  per  second  does  not  enter  in 
here  [indicating  paper]  :  no. 

Question.  Well,  but  the  question  of  whether  or  not  you  are  going  to  withdraw 
from  storage  has  something  to  do  with  the  cost  of  providing  pumping  power 
for  the  49  per  cent  of  the 

Answ^er.  Well,  you  asked  how  much  water.  I  can  give  it  in  terms  of  average 
horsepower.  I  figure  that  for  the  pumping  load  represented  by  the  10,000  horse- 
power— the  first  figure — that  the  average  horsepower,  taken  as  a  yearly  average, 
would  be  3.000;  and  from  that  I  deducted,  as  the  water  used  from  the  flood' 
period,  one-half,  or  1,500,  making  the  difference  between  the  5,500  shown  as  the 
sum  of  the  average  horsepower  in  the  upper  table  and  the  ,4000  horsepower 
given  as  the  average  horsepower  given  in  that  list  just  below. 

Question.  Well,  what  percentage  of  the  power  used  for  pumping  would  you 
produce  by  withdrawing  from  storage? 

Answer.  Fifty  per  cent  of  the  energy,  not  the  power. 

Question.  Now,  on  the  Rocky  Mountain  Power  Co.'s  Exhibit  8  you  have  as 
an  expense  item  "  Lease  of  power  sit,  $136,000."  Does  that  figure  include  your 
estimated  cost  of  producing  power  for  the  irrigation  project? 

Answer.  Yes. 

Question.  So  that,  after  that  is  deducted,  the  balance  would  go  to  the  Indians? 

Answer.  That  figure  of  $136,000  was  intended  to  cover  the  amount  which  we 
would  pay  to  the  Indians,  according  to  our  offer,  and  the  estimated  loss  which 
we  would  sustain  in  furnishing  this  power  to  the  irrigation  project  at  what  we 
have  figured  as  less  than  cost. 

Question.  Well,  on  that  basis,  what  would  be  the  amount  derived  by  the 
Indians? 

Answer.  Approximately  one-half  of  that. 
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Question.  Well,  the  power  would  have  to  be  $63,000,  would  it  not? 

Mr.  SCATTEEGOOD.   $68,000. 

Mr.  Forbes.  $68,000. 
The  Witness.  Yes. 

Mr.  Kelly.  Sixty-eight  thousand  horsepower  he  estimates  would  be  sold  at 
$1  a  horsepower,  which  would  be,  to  the  Indians,  $68,000. 

By  Mr.  Lawson  : 

Question.  Does  that  68,000  include  this  10,000,  or  is  the  10,000  excluiiive  of 
that? 

Answer.  That  excludes  this ;  that  is,  the  Indians  are  supposed  to  get  payment 
on  all  the  power  which  the  plant  produces,  whether  it  is  furnished  for  this  or 
any  other  purpose.  I  think  it  might  be  fairer  to  take  this  out,  so  far  as  that  is 
concerned,  but  in  my  figures  it  is  left  in.     It  is  like  paying  a  tax  upon  a  tax. 

Mr.  ScATTERGOOD.  When  I  have  my  long  list  of  questions  for  the  cross- 
examination  I  will  take  this  witness  up  for  the  rest  of  the  questions. 

By  Mr.  Dixon  : 
Question.  I  will  ask  one  more  question :  At  2^  mills  per  kilowatt-hour,  what 
rate  per  horsepower  does  that  make  in  dollars? 
Answer.  $16.40. 
Mr.  Dixon.  $16.40;  that  is  all. 

By  Mr.  Ely  : 

Question.  The  capacity  of  your  tunnel  is  going  to  be  200,000  horsepower, 
approximately? 

Answer.  That  would  be  the  combined  capacity  of  four  tunnels,  as  we  have 
planned  it. 

Let  me  say,  right  there,  that  the  third  tunnel  is  highly  doubtful,  speculative, 
and  visionary.    It  is  something  that  is  possible  in  the  future. 

Mr.  Henshaw.  You  said  the  third;  you  meant  the  fourth? 

The  Witness.  Yes ;  I  meant  the  fourth. 

By  Mr.  Ely  : 
Question.  How  many  could  be  put  in  immediately? 
Answer.  Three. 

Question.  What  is  their  capacity — approximately  three-fourths  of  the  total 
of  200,000? 
Answer.  Fifty  thousand  apiece. 

Mr.  Kelly.  No  ;  it  is  more  than  that 

The  Witness.  Well,  I  said  50,000  horsepower  apiece. 

By  Mr.  Ely: 

Question.  You  plan  to  be  able  to  get  to  the  market  71,000  horsepower,  and 
possibly  have  an  immediate  output  of  around  68,000  horsepower;  is  that  it? 
I  just  want  to  get  the  figures  straight. 

Answer.  Well,  I  estimated  that  we  could  sell,  on  an  average,  68,000  horse- 
power. 

Question.  What  do  you  think  your  initial  maximum  ability  to  supply  demand 
is  going  to  have  to  be? 

Answer.  I  do  not  know ;  that  is 

Question.  Well,  have  you  any  guess  as  to  what  your  maximum  demand 
during  the  first  year  is  going  to  be,  for  instance?  I  assume  it  is  going  to 
be  more  than  68,000 — that  that  is  going  to  be  your  average? 

Answer.  Well,  for  the  first  year  I  should  say  it  might  be  40,000  or  50,000 
horsepower. 

Question.  Well,  during  the  first  year,  at  least,  the  furnishing  of  this  addi- 
tional 15,000  horsepower  out  of  equipment — this  water  tunnel  will  provide 
150,000-horsepower  capacity,  and  which  Includes  3  generating  units  each  of 
50,000  horsepower — is  not  going  to  be  a  very  material  increase,  is  it? 

Answer.  No. 

Question.  How  long  do  you  think  it  will  be  before  the  furnishing  of  this 
additional  15.000  of  actual  horsepower  will  mean  cutting  into  the  power  you 
could  sell  elsewhere? 

Answer.  Oh,  perhaps  two  or  three  years. 

Question.  These  figures  that  you  have  qHoted  as  to  the  cost  of  that  15.00<) 
horsepower  were  not  applicable  for,  at  least,  the  first  three  years,  then? 

Answer.  No.  But  when  I  say  "cost"  I  might  Just  as  well  say  that,  inasmuch 
as  the  plant  is  not  loaded  those  first  two  or  three  years,  and  we  are  operating 
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at  a  loss,  it  is  just  as  fair  to  charge  the  loss  to  those  customers  as  it  is  to  charge 
it  to  any  other  customers ;  so  that,  so  far  as  our  costs  go,  the  costs  will  be  even 
higher  than  they  would  be  in  a  later  year. 

Question.  Yes;  but  in  figuring  the  loss,  you  can  not  do  it  by  figuring  the 
prices  you  are  going  to  realize  from  this  power  in  the  open  market,  and  figuring 
the  cost,  because  you  would  not  be  selling  to  the  open  market  in  the  first  year? 

Answer.  First  we  figured  on  the  basis  of  prorating  the  entire  cost  of  all 
the  power  in  the  plant  to  this  particular  service — that  is  all.  Taking  into 
consideration  the  load  factor  of  the  service. 

Question.  I  think  you  told  us  you  would  have  to  sell  power  at  the  bus  bar 
from  this  plant  at  $18  per  year  to  realize  an  8  per  cent  return  on  the  in- 
vestment. 

Answer.  I  can  not  give  you  that  figure;  no.  I  have  not  prepared  any  such 
figure  as  that. 

Mr.  ScATTERGOOD.  Will  you  not  ask  him  if  he  can  furnish  that  at  a  later  time? 

By  Mr.  Ely  : 

Question.  Will  you  be  able  to  furnish  that  and  give  it  to  us  before  this 
hearing  closes? 

Answer.  I  do  not  believe  I  can  before  the  hearing  closes,  because  all  of  our 
records  of  cost  as  applied  to  this  investment,  and  our  estimates  of  revenue,  are 
based  on  an  extensive  transmission  and  distribution  system,  and  they  are  not 
based  on  selling  the  power  at  the  bus  bars  of  the  plant.  It  would  be  a  matter  of 
research  to 

Question.  Well,  in  your  costs  accounting  do  you  separate  the  transmission 
costs  from  the  production  cost? 

Answer,  Yes,  sir;  as  operating  costs,  but  not  as  regards  fixed  charges,  and 
ihe  fixed  charges  are  the  large  item,  so  that  that  would  not  lead  to  anything. 
It  could  be  estimated  as  a  matter  of  research,  but  it  would  be  a  tedious  process. 
I  have  not  the  figures  in  Washington. 

By  Mr.  Scattehgood  : 

Question,  Can  you  tell  us  whether  the  average  of  your  system  as  a  whole  is 
higher  or  lower  than  the  $18  you  say  it  would  cost  you  to  make  electricity  per 
horsepower  at  the  Flathead  site? 

Answer.  The  average  cost  of  production? 

Question,  Per  horsepower,  yes ;  for  the  system  as  a  whole? 

Answer,  I  can  not  say  definitely,  but  I  should  judge  it  would  be  a  little 
higher.  But,  on  the  other  hand,  we  have  some  of  our  most  important  plants 
where  I  think  the  production  is  a  little  lower. 

Mr.  Kelly.  Production  costs,  you  mean? 

The  Witness,  Production  costs ;  yes. 

By  Mr.  Scattergood  : 

Question.  Well,  have  you  any  figures  in  mind,  approximately,  about  your 
best  equipped  and  most  modern  plants,  as  to  their  costs  of  production  per 
horsepower? 

Answer.  I  have  some  figures  on  the  original  costs  of  plants  which  I  think  will 
give  you  some  idea  of  the  comparison  between  our  present  system  and  the 
proposed  Flathead  development.  Inasmuch  as  the  big  items  of  the  cost  of  the 
power  are  fixed  charges,  in  any  event,  it  would  be  fair  to  assume  the  same 
operating  costs  per  horsepower. 

Question.  Well,  just  before  you  give  those  figures,  are  they  costs  at  plants 
built  since  the  war — under  approximately  the  same  conditions  of  commodity 
costs  as  prevail  to-day — to  make  it  really  comparable  with  the  Flathead  sit^? 

Answer.  Two  of  the  plants  were  built  since  the  war,  and  three  of  them 
before  the  war.  I  would  say  that  the  average  cost  of  building  these  plants 
would  be  somewhat  higher  now  than  it  was  at  the  time  they  were  built. 

Question.  Well,  if  you  give  that  table,  or  put  that  table  in  the  record,  with 
the  dates  opposite  each  plant,  showing  when  the  respective  ones  were  built, 
it  will,  perhaps,  answer  the  question  I  had  in  mind. 

Answer.  I/have  not  the  dates  in  this  list,  but  perhaps  I  had  better  have 
that  typewritten  and  put  it  in  the  record, 

Mr.  Scattergood.  Well,  perhaps,  Mr.  Kerr  or  Mr.  Kelly  could  refresh  your 
memory. 

Mr.  Kelly.  You  want  to  put  it  in  the  record  here,  now? 

Mr.  Scattergood.  Yes ;  I  think  it  is  useful  data  for  purposes  of  the  compari- 
son, because  what  we  need  to  do  is  to  compare  the  Flathead  with  the  system 
as  a  whole. 
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Mr.  Kerr.  Mr.  Cochrane  can  give  you  the  dntes  when  he  goes  over  them,  and 
put  them  in  the  record. 

Mr.  Kelly.  Suppose  he  reads  that  into  the  record,  and  then  gives  the  dates? 

Mr.  ScATTERGOOD.  That  would  be  all  right,  so  long  as  we  have  accurate 
figures. 

Mr.  Kelly.  Can  you  give  them  now,  Mr.  Cochrane? 

The  Witness.  Comparison  of  plant  costs,  based  on  continuous  horsepower 
90  per  cent  of  the  time :  Volta  plant :  Cost,  $3,944,000 ;  63,000  horsepower ;  $63 
per  horsepower. 

By  Mr.  Kelly: 

Question.  What  year  was  that  built?     Can  you  tell  me? 

Mr.  Kerr.  Finished  in  1915. 

The  Witness.  Rainbow  plant 

By  Mr.  Ely: 
Question.  Take  that   a   little  slower.     Will   you   give   me  that   again?     The 
Volta  total  cost  was  how  much? 
Answer.  $3,944,000. 
Question.  For  how  much  horsepower? 
Answer.  Sixty-three  thousand  horsepower,  and  $63  per  horsepower. 

By  Mr.  Soattergood  : 

Question,  May  I  ask  at  this  stage,  is  this  63,000  horsepower  calculated  just 
the  same  way  that  you  have  calculated  the  80,000  horsepower  in  the  case  of  the 
Flathead? 

Answer,  Yes. 

Mr.  Kelly.  It  is  comparable  to  the  68,000 — or  to  the  80,000  horsepower. 

The  Witness.  That  is  comparable  to  the  80,000 — plant  capacity. 

Mr.  Soattergood.  All  right. 

The  Witness.  Rainbow,  $3,074,000 ;  41,000  horsepower ;  cost  per  horse- 
power, $75. 

By  Mr.  Kelly  : 
Question.  What  year  was  that  built? 
Answer.  1910,  I  think  that  was  built. 
Mr,  Kerr.  Part  of  it  was  finished  in  1910  and  part  of  it  was  finished  in  1916. 

By  Mr.  Ely  : 
Question.  What  is  the  next? 

Answer.  Holter,  $3,810,000 ;  34,000  horsepower ;  $112  per  horsepower. 
Mr.  Kerr.  That  was  finished  in  1918. 

The  Witness.  Finished  in  1918.     Thompson  Falls,  $3,177,000;  29.500  horse- 
power; $108  per  horsepower.     That  was  built  in  1916? 
Mr.  Kerb.  Finished  in  1915. 
The  Witness.  In  1915, 

By  Mr.  Bonner: 
Question,  Was  that  later  enlarged? 
Answer,  No, 
Mr,  Kerr,  The  addition  of  two  wheels ;  that  is  all. 

By  Mr,  Bonner: 

Question.  I  think  it  is  mentioned  in  the  record  that  they  increased  that  to 
40,000, 

Answer.  This  is  primary  power;  that  plant  was  considerably  overdeveloped 
in  future  capacity.  Black  Eagle,  $1,742,000;  20,300  horsepower;  $86  per 
horsepower. 

By  Mr.  Ketxy  : 

Question.  It  was  completed  when? 

Mr.  Ke»r.  1927, 

The  Witness.  Total,  $15,747,000;  187,800  horsepower;  average  cost  per  horse- 
power, $84.  Those  figures  of  cost,  for  comparative  purposes,  represent  the  cost 
of  construction  of  the  plant,  and  do  not  cover  land  and  flowage  rights,  nor 
license  expenses,  nor  any  extraneous  figures  except  the  plant  construction. 
On  account  of  those  factors  being  variable  at  Flathead,  not  all  yet  having  been 
determlnefl,  I  have  deduct^Ml  from  our  estimated  cost  at  Flathead  the  estimated 
item  of  $424,000  for  lands  and  damages,  making  the  comparable  cost  $7,523,000 
for  Flathead;  80,000  horsepower;  cost  per  horsepower,  $94. 
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By  Mr.  Scattebgood  : 

Question.  In  that  Flathead  calculation,  have  you  allowed  for  the  fact  of  not 
including  the  capitalization  of  the  value  of  the  site? 

Answer.  The  Flathead  cost  is  the  total  estimated  cost  as  given  in  the  exhibit 
which  covers  that  item,  less  the  item  in  that  exhibit  assigned  to  lands  and 
flowage  rights. 

Question.  For  lands  and  damages,  you  mean? 

Answer.  Lands  and  land  damages. 

Question.  Well,  in  the  cases  of  the  other  plants,  the  company  had  to  purchase 
the  sites,  did  it  not? 

Answer.  I  believe  so ;  yes. 

Question.  Well,  is  not  there  an  item  of  valuation  of  the  land  and  valuation  of 
the  sites  included  in  all  of  the  others? 

Answer.  No. 

Question.  None  at  all? 

Answer.  There  is  no  land  or  site  valuation  in  either  figure;  it  is  simply  con- 
struction costs  of  the  plants. 

Question.  What  was  the  figure  that  Mr.  Kerr  was  referring  to  yesterday, 
when  he  told  us  in  his  testimony  that  the  average  unit  cost  for  construction  per 
horsepower  for  the  system  was  in  the  neighborhood  of  $100? 

Answer.  Well,  this  is  not  our  entire  system ;  these  are  our  five  largest  plants. 
We  have  some  smaller  plants,  some  older  plants,  where  the  cost  is  considerably 
higher  than  this,  but  which  are  not  comparable  in  character  to  the  Flathead 
plant. 

Question.  Would  they  bring  the  average  up  to  $100? 

Answer.  Well,  I  should  say  it  might.     I  have  not  those  figures  here. 

Question.  Well,  are  we  to  take  your  figures  to-day,  or  Mr.  Kerr's  figures  of 
yesterday,  as  the  really  typical  cost? 

Answer.  I  would  take  them  both.  One  is  a  selected  list  of  large  plants  com- 
parable to  Flathead,  and  the  other  is  estimating  the  total  cost  of  all  plants. 

Mr.  Kelly.  Including  the  land  damages,  I  take  it,  and  purchase  price  of 
sites. 

Mr.  Kerr.  Yes ;  those  general  items  of  cost. 

Mr.  ScATT^BRGOOD.  Then,  Mr.  Kerr,  as  you  figure  it,  taking  the  Flathead  cost 
as,  roughly,  $100  per  horsepower,  you  already  have  three  sites  that  are  more 
advantageous  in  low  cost  of  production  than  Flathead  would  be,  and  you  have 
two  sites  only  that  are  exceeded  in  cost  of  production  by  Flathead? 

The  Witness.  Is  that  question  addressed  to  me? 

By  Mr.  Scattergood  : 

Question.  Taking  the  cost  of  construction  i)er  horsepower? 

Answer.  Yes. 

Question.  So  that  the  Flathead  site,  according  to  this  scale,  would  only  figure 
as  a  medium  valuable  site,  and  not  a  particular  valuable  site? 

Answer.  Yes,  sir.  In  fact,  I  made  these  figures  up  for  my  own  consideration, 
to  get  an  idea  whether  this  Flathead  site  was  really  a  good  site,  or  whether  it 
was  as  unique  as  it  has  been  spoken  of  as  being.     I  do  not  think  it  is. 

Mr.  Ely.  May  I  interrupt  now  with  a  question? 

By  Mr.  Scattebgood: 

Question.  Yes.  I  was  going  to  add  that  the  question  is  not  taken  into  con- 
sideration here  of  the  head  and  the  available  water  supply  in  each  one  of  these 
plants? 

Answer.  That  has  nothing  to  do  with  these  costs.  Of  course,  the  horsepower 
is  made  up  from  figures  of  head  and  of  available  water  supply. 

Question.  And  every  element  is  taken  into  consideration,  is  it,  in  making  a 
proper  comparison? 

Answer.  Oh,  yes. 

By  Mr.  Ely: 

Question.  Mr.  Cochrane,  did  I  understand  you  to  say  that  these  costs  for  the 
five  plants  that  you  have  given  us  figures  on  do  not  include  the  purchase  price 
of  the  lands? 

Answer.  They  do  not. 

Question.  The  Flathead  figure,  including  the  right  to  the  site,  works  out  to 
$94  a  horsei)ower 

Answer.  No. 


4102      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 


Question.  And  including  the  flowage  rights 


Answer.  No.  That  figure  given  .as  cost  at  Flathead  does  not  include  any 
right  to  the  site. 

Question.  Does  not  that  include  a  capitalization  of  the  rental  you  pay  to  the 
Indians? 

Answer.  No.  It  might  be  $1,000,000  higher  if  that  were  put  in— maybe 
$2,000,000  higher. 

Question.  I  see. 

Answer.  If  the  figures  that  have  been  mentioned  as  being  a  fair  rental 
should  apply.  It  is  just  the  construction  costs.  It  is  taken  from  the  estimate 
of  construction  costs,  but  less  that  item  of  land  purchase. 

Mr.  Ely.  I  have  other  questions  in  a  different  field,  Mr.  Scattergood.  Do 
you  want  to  go  ahead  now? 

By  Mr.  Scatteegood: 

Question.  I  was  just  going  to  follow  up,  while  we  were  talking  about  the 
Montana  Power  Co.  system  as  a  whole.  Can  you  tell  us,  Mr.  Cochr-ane,  the 
number  of  kilowatt-hours  that  you  sold  in  your  last  fiscal  year,  1928? 

Answer.  The  figures  have  been  put  in  here.  I  think  it  was  about  a  billion 
and  a  half. 

Question.  And  what  was  the  average  price  of  that  per  kilowatt-hour? 

Mr.  BoNNEB.  I  think  that  was  power  that  was  generated  that  was  introduced ; 
it  was  not  power  sold,  which  Mr.  Scattergood  asked  for, 

Mr.  Kerb.  He  may  have  to  refresh  his  recollection  on  that.  Mr.  Cochrane 
does  not  know  the  figures  of  sale. 

The  Witness.  I  was  going  to  look  that  up,  because  Mr.  Scattergood  asked 
me  for  it.  The  average  price  at  which  all  our  power  is  sold,  as  delivered  to 
customers,  for  the  year  1928,  was  72  mills  per  kilowatt-hour. 

Mr.  Kebr.  7.2  mills. 

The  Witness.  0.72  of  a  cent. 

By  Mr.  Bonner: 

Question.  Could  you  complete  the  answer  to  Mr.  Scattergood's  question  by 
stating  the  number  of  kilowatt-hours  sold?  He  asked  you  about  "sold"  and 
not  "generated."  That  billion  and  a  half  figure,  I  think,  represents  the 
kilowatt-hours  generated. 

Answer.  I  have  not  that  figure. 

By  Mr.  Scatteegood: 

Question.  What  generation  losses  would  you  have  to  allow  for? 

Answer.  I  think,  somewhere  in  the  neighborhood  of  15  or  20  per  cent. 

Question.  Does  your  system  work  on  such  a  high  ratio  of  loss  as  that — • 
15  or  20  per  cent? 

Answer.  That  is  my  recollection  of  it ;  perhaps  15. 

Question.  Is  it  not  under  15,  as  a  matter  of  fact? 

Answer.  I  do  not  think  so. 

Question.  Is  that  not  an  unusually  high  loss  ratio  for  transmission? 

Answer.  Not  for  that  kind  of  a  system. 

Question.  Well,  can  you  give  us  the  number  of  kilowatt-hours  now  directly 
that  were  generated  and  sold,  so  that  we  can  have  them  both  in  the  record? 

Answer.  Well,  I  can  get  that  for  you.     I  have  not  that  before  me  here. 

Mr.  Scattergood.  All  right. 

By  Mr.  Ely: 

Question.  Mr.  Cochrane,  I  understand  that  it  costs  $18  per  horsepower-year 
to  generate  power  at  this  site  and  realize  8  per  cent  return? 

Answer.  Yes,  sir. 

Question.  You  need  more  power  for  thei  ensuing  years,  as  I  understood  from 
Mr.  Kerr's  testimony,  or  it  should  be  provided;  that  is  the  reason  why  it  is 
necessary  to  develop  another  site  now? 

Answer.  Yes. 

Question.  At  the  end  of  three  years  from  now,  what  additional  power  re- 
quirements will  you  have  over  your  present-day  requirements — in  horsepower- 
years? 

Answer.  I  can  not  say  definitely,  but 

Question.  I  think  Mr.  Kerr's  figures  were  that  by  1932  the  combined  systems 
of  the  Montana  Power  Co.  and  the  Washington  Power  Co.  would  take  the 
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whole  Flathead  output.  I  am  not  sure  of  that  date;  but  is  that  your 
recollection  ? 

Mr.  Kelly.  Is  that  site  No.  1? 

Mr.  Ely.  Site  No.  1. 

Mr.  Kelly.  Yes. 

The  Witness.  I  have  estimated  that  it  will  take  about  two  and  one-half  or 
three  years  to  utilize  the  capacity  of  the  No.  1  site  after  the  site  is  completed, 
if  it  can  be  completed  in  three  years. 

By  Mr.  Ely: 

Question.  That  means  utilizing  80,000  horsepower? 

Answer.  Yes ;  or  68,000  horsepower. 

Question.  How  long  do  you  think  it  would  be  before  you  could  use  100.000 
horsepower  from  that  site,  if  there  is  a  continuous  demand,  if  you  are  able 
to  supply  it  from  that  site?  Assuming  it  is  theoretically  possible,  how  long 
would  it  be  before  you  could  supply  100,000  horsepower  from  that  site  under 
your  system? 

Answer.  Oh,  possibly  a  year  or  two,  in  addition  to  the  time  required  for  the 
80,000. 

Question.  That  means  three  and  a  half  or  four  and  a  half  years  from  the 
date  of  completion  of  the  plant  as  an  operating  unit? 

Answer.  Yes. 

Question.  Well,  why  would  it  not  be  good  business  if  Mr.  Wheeler  can  agree 
to  supply  you  with  105,000  horsepower  at  .$15  a  horsepower,  if  it  is  going  to 
cost  you  $18  per  horsepower  to  do  it.  why  would  it  not  be  possible  to  buy  from 
him  105,000  horsepower,  effective  four  years  and  a  half  from  the  date  of  the 
completion  of  the  dam.  assuming  that  it  is  possible  for  him  to  produce  power 
at  the  price  he  says  he  can? 

Mr.  Kelly.  Do  you  mean  taking  his  personal  guaranty  that  he  can  do  that? 

Mr.  Ely.  That  is  right. 

The  Witness.  I  do  not  know  but  that  that  would  be  a  good  thing  for  us  to 
do — assuming  all  the  things  you  have  said. 

By  Mr.  Ely: 

Question.  I  think  I  told  you  last  night  as  we  closed  that  I  was  going  to 
ask  you  today  if  you  could  estimate  how  much  would  have  to  be  charged  by 
the  Rocky  Mountain  Power  Co.  per  horsepower-year  for  power  delivered 
at  some  point  on  the  Montana  Power  Co.  system,  where  the  Montana  Power 
Co.  could  take  it  and  still  realize  a  return  of  8  per  cent  to  the  Rocky  Mountain 
Power  Co.? 

Answer.  We  had  the  plan,  if  we  made  this  development,  to  transmit  the  power 
to  Anaconda,  w^here  there  is  a  large  load  and  a  good  connection  with  our 
general  distribution  system,  and  the  distance  is  140  miles.  I  estimate  the 
cost  of  a  transmission  line,  being  a  duplicate  line,  at  $2,520,000,  and  a  substa- 
tion at  Anaconda,  $700,000 ;  total  cost,  $3,222,000. 

By  Mr.  Bonner: 
Question.  What'  size  line  is  that,  Mr.  Cochrane?     Could  you  tell  us  at  this 
point,  so  that  we  could  have  it  all  together  in  the  record? 

Answer.  That  would  be  two  lines  having  a  normal  capacity  of  50,000  k.  v.  a. 

By  Mr.  Kelly: 
Question.  Fifty  thousand  what? 
Answer.  Kilovolt  ami)eres — k.  v.  a. 
Question.  How  much  horsepower  would  that  be? 

Answer.  That  would  depend  on  the  power  factor;  but  it  would  be,  at  90  per 
cent  power  factor,  60,000  horsepower. 

By  Mr.  Ely  : 

Question.  Could  you  compute  from  that  data  the  price  per  horsepower-year 
that  power  delivered  at  Anaconda  would  have  to  be,  in  answer  to  my  former 
question  ? 

Answer.  I  have  taken  the  yearly  costs  of  covering  fixed  charges  and  opera- 
tion on  this  line  and  substation  at  15  per  cent,  making  $483,000;  the  value  of 
the  power  loss,  $126,000;  total  cost,  $609,000.  This,  applied  to  the  amount  of 
power  delivered — taking  a  61,000  average — makes  $10  per  horsepower,  ap- 
proximately; added  to  the  $18  per  horsepower  at  Flathead,  makes  a  delivery 
cost  of  $28  per  horsepower  at  Anaconda. 
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By  Mr.  Bonner  : 

Question.  Could  you  give  us  also,  Mr.  Cochrane,  the  k.  v.  a.  of  your  line  and 
sizes  of  your  conductors,  so  that  we  will  have  it  more  definitely?  It  is  to  be 
steel  towers  or  a  wood-pole  line? 

Answer.  There  will  be  two  lines  having  a  capacity  of  50,000  k.  v.  a.,  and 
350,000  circular-mill  copper  conductors  on  wood  poles. 

By  Mr.  Ely  : 

Question.  You  do  not  agree  with  Mr.  Burch's  testimony  that  it  would  cost 
upwards  of  $30  per  horsepower-year  to  transmit  the  power  140  miles,  do  you? 

Answer.  No;  I  do  not.  In  fact,  I  know  we  can  do  it  very  much  cheaper 
than  that. 

By  Mr.  Scattergood  : 

Question.  Would  this  same  line  have  the  capacity  to  take  your  maximum 
production  at  Flathead?  That  is,  if  you  created  150,000  horsepower,  would 
this  line  carry  it  to  Anaconda? 

Answer.  It  would  be  somewhat  overloaded. 

Question.  But  would  it  be  built  with  that  capacity  in  view? 

Answer.  Well,  such  a  line  is  constructed  with  a  view  both  to  its  maximum 
capacity  and  to  the  average  load  which  it  is  estimated  it  will  be  called  upon 
to  carry — that  is,  a  line  for  150,000  horsepower  continuously  would  be  con- 
siderably larger  than  this. 

Question.  Well,  as  you  expect  the  current  to  be  created  and  delivered  at 
Flathead,  are  you  building  this  line  for  the  total  installation  that  you  would 
put  in  at  Flathead;  that  is,  150,000  horsepower? 

Answer.  One  hundred  and  fifty  thousand  horsepower ;  yes,  sir. 

Question.  It  is  not  built  in  view  to  take  the  ultimate  200,000  horsepower — 
site  No.  1? 

Answer.  No.  And  it  is  possible  that  some  of  this  horsepower  will  be  trans- 
mitted to  other  points.  I  will  say  that  the  particular  figures  I  have  here 
[indicating]  were  based  on  what  we  would  probably  put  in  as  an  initial  line 
outlet  for  this  plant  to  a  definite  point.  What  the  future  may  disclose  in  the 
way  of  expenses  of  our  transmission  system  i  do  not  know.  And  it  was  on 
that  basis  that  the  figures  were  made. 

Question.  Would  this  line,  in  the  140  miles  spoken  of,  connect  with  the 
Thompson  Falls  plant,  or  would  that  be  an  additional  construction? 

Answer.  If  direct  connection  were  made  to  the  Thompson  Falls  plant  addi- 
tional line  would  be  required.  However,  this  connection  to  Anaconda  will  supply 
power  at  that  point  and,  if  possible,  in  case  power  is  to  be  transmitted  farther 
west,  to  take  that  power  directly  from  Thompson  Falls  instead  of  transmitting 
the  Thompson  Falls  power  east,  as  is  now  done. 

Question.  Well,  how  many  more  miles  of  transmission  line  would  you  have 
to  build  to  connect  the  Thompson  Falls  plant  to  this  new  line,  and  thus  make 
it  unnecessary  to  go  through  the  Milwaukee  bus? 

Answer,  About  65  miles  I  should  say. 

Question.  And  that  mileage  is  not  included  in  these  estimates  that  you  have 
given  us? 

Answer.  It  is  not ;  no. 

Question.  Do  you  know  what  transmission  lines  Mr.  Kerr  had  in  mind 
when  he  spoke  at  the  St.  Ignatius  hearing  in  Montana,  and  he  said  the  trans- 
mission lines  from  Flathead  would  cost  $2,000,000? 

Answer.  I  presume  he  had  the  lines  in  mind  which  t  have  figured  on  here. 
I  do  not  know  what  he  had  in  mind.     I  was  not  there. 

Question.  Well,  have  the  costs  increased  so  much  as  that  since  that  time — 
as  to  account  for  the  difference  in  estimates? 

Answer.  I  do  not  think  the  costs  have  increased  at  all  since  that  time.  I 
do  not  know  when  that  meeting  was  held.  The  price  of  copper  went  up  last 
spring. 

Question.  This  was  last  July  or  August. 

Answer.  I  would  say  there  had  been  no  increase  in  cost  since  last  July  or 
August;  no. 

Question.  Then  would  you  think  that  Mr.  Kerr's  figure,  when  he  mentioned 
a  cost  of  $2,000,000  of  the  lines  from  Flathead,  was  an  underestimate? 

Answer.  Yes;  I  think  that  is  too  low — unless  he  was  speaking  just  in  round 
figures.  I  do  not  know  that  Mr.  Kerr  had  ever  seen  an  estimate,  a  definite 
estimate,  made  of  it. 
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Question.  Well,  this  transmission  line  from  Flathead  to  Anaconda  would  con- 
nect up  Flathead  with  the  systems  east  of  the  mountains  already  existing, 
would  it  not? 

Answer.  Yes,  sir. 

Question.  Now,  in  your  hook-up,  which  you  mentioned  in  your  direct  testi- 
mony, you  would  undoubtedly  expect,  would  you  not,  to  hook  up  Flathead  also 
with  the  systems  of  the  west? 

Answer.  Well,  this  line  to  Anaconda  would  provide  quite  effectually  a  so- 
called  hook-up  which  would  enable  us  to  transmit  a  very  considerable  amount 
of  power  west,  as  we  already  have  a  source  of  power  at  Thompson  Falls.  It  is 
a  matter  of  substitution,  substituting  the  power  that  Thompson  Falls  now  trans- 
mits east,  and  letting  it  go  west. 

Question.  Would  you  continue  to  use  the  Milwaukee  line  for  that  purpose? 

Answer.  Yes ;  we  have  the  right  in  our  contract  to  use  that  line. 

Question.  Now,  in  this  general  transmission  system  that  you  have  portrayed, 
it  would  really  be  an  improvement  to  your  system  as  a  whole,  apart  from  the 
mere  serving  of  Flathead  alone,  would  it  not? 

Answer.  Yes. 

Question.  How  much  of  this  cost  of  Flathead  would  be  properly  attributable 
to  that  system  as  a  whole,  and  how  much  of  it  would  be  chargeable  properly 
directly  to  Flathead  and  nothing  else? 

Answer.  Well,  inasmuch  as — I  do  not  know  exactly  how  to  answer  that 
question. 

Question.  Well,  first  of  all,  would  it  be  fair  to  charge  the  whole  of  this  trans- 
mission line  to  be  built  to  the  Flathead  project  alone,  when  you  had 

Answer.  Inasmuch  as  it  would  not  be  built  unless  the  Flathead  project  were 
built,  I  have  done  so ;  yes. 

Question.  Well,  when  it  is  built  it  is  going  to  serve  more  than  the  Flathead 
purpose,  will  it  not? 

Answer.  It  will  transmit  no  power  except  what  the  Flathead  generates. 
There  are  incidental  advantages 

Question.  That  is  what.  I  was  trying  to  get  at. 

Answer. accruing  to  us  from  the  construction  of  this  plant  and  line.     I 

think  that  is  one  of  the  things  that  Mr.  Kerr  had  in  mind  when  he  said  it 
rounds  out  our  system  and  is  a  desirable  improvement  to  make;  exactly  how 
much  those  advantages  amount  to  in  dollars  and  cents,  I  do  not  know. 

Question.  You  have  not  considered  that? 

Answer.  I  have  not  made  any  definite  figures. 

Question.  And  is  there  not  any  measure  of  value — that  is  what  I  am  trying 
to  get  at — to  measure  that  in  some  way  or  other? 

Answer.  I  suppose  some  figures  could  be  made  which  would  represent  the 
advantages  in  dollars  and  cents. 

Question.  Well,  it  is  an  item  that  the  Federal  Power  Commission  ought  to 
take  into  consideration  in  studying  this  whole  picture,  is  it  not? 

Answer.  I  do  not  think  so;  no. 

Question.  You  do  not  think  so? 

Answer.  No. 

Question.  Why  not? 

Answer.  I  do  not  think  the  Federal  Power  Commission — of  course,  it  is  not 
for  me  to  say  what  they  should  or  should  not  do,  but  it  seems  to  me  the  ques- 
tions we  are  here  to  settle  pertain  merely  to  the  development  of  the  plant  as  a 
plant,  as  has  been  considered  in  the  case  of  Mr.  Wheeler,  who  has  no  proposed 
outside  line  connections  or  interchange  of  power  with  other  systems.  I  think 
if  there  is  any  advantage  which  accrues  to  us  on  account  of  our  present  system 
and  plants  and  lines,  that  is  an  advantage  which  is  due  to  our  system  and  the 
existence  of  our  system,  and  not  an  advantage  which  should  all  be  credited  to 
Flathead. 

Question.  Well,  let  us  follow  the  items  back.  You  said  there  would  be  no 
market  at  the  present  time,  I  believe,  at  the  Flathead  site  itself,  and  that  the 
power  therefore  would  only  be  available  as  transmitted,  did  you  not? 

Answer.  That  is  it. 

Question.  Therefore  you  said  a  transmission  line  would  have  to  be  built  which 
would  involve  certain  additional  cost? 

Answer.  Yes,   sir. 

Question.  And  you  estimated  that  at  $10  per  horsepower  to  Anaconda? 

Answer.  Yes,    sir. 
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Qiiestiou.  Now,  if  a  part  of  the  cost  of  that  transmission  line  was  not  prop- 
erly chargeable  to  the  plant  at  Flathead,  would  that  not  reduce  that  trans- 
mission cost  and  be  a  modifying  factor  in  the  cost  of  power  delivered  at 
Anaconda  ? 

Answer.  If  that  cost  is  not  properly  chargeable,  why,  the  remainder  would 
be  less. 

Question.  Well,  is  not  that  a  factor  that  the  Federal  Power  Commission  ought 
to  take  into  consideration? 

Answer.  I  am  not  prepared  to  answer  that  question.  In  my  opinion,  not. 
Whether  thej'  should  or  not  is  something  else. 

By  Mr.  Ely: 

Question.  Mr.  Cochrane,  do  you  have  any  figures  with  you  as  to  191S  regard- 
ing the  ratio  between  the  output  of  your  whole  system  and  the  capacity  of  the 
system? 

Answer.  I  have  not  that  here. 

Question.  What  is  the  last  year  that  you  have  those  figures  on  before  the 
1928  statement  to  Mr.  Wheeler  that  I  asked  you  about? 

Answer.  Well,  those  figures  that  I  have  given  as  to  our  average  utilization 
factor  were  made  up,  in  brief,  in  connection  with  some  other  matters,  and  I 
have  not  any  of  those  figures  here.  I  think  I  have  a  record  of  our  plant  output, 
however,  at  tlie  hotel,  from  which  I  could  compute  the  figures  for  the  year  1918. 

Question.  I  am  curious  to  know  whether — I  am  not  particularly  interested  in 
the  year  1918 ;  I  just  wanted  to  go  back  of  1928 ;  to  go  back  and  see  how  your 
utilization  factor  of  1928  compared  with  past  years,  and  see  how  unusual  a 
year  it  was.  If  you  can  compute  any  other  years,  I  would  appreciate  it,  to  give 
us  a  line  on  how  exceptional  that  year  was. 

Mr.  Kelly.  May  I  say  that  the  figures  we  used  did  not  determine  the  utiliza- 
tion factor  in  1928,  because  he  took  the  power  that  went  through  the  meters  in 
the  plant  in  1928  as  243,000  horsepower,  and  then  he  took  the  figure  of  247,000 
horsepower,  which  is  the  horsepower  available  in  a  low-water  year — not  the 
available  horsepower  in  1928. 

Mr.  BoNNEB.  I  was  going  to  suggest,  Mr.  Kelly,  that  there  has  been  some 
misuse  of  this  term  "utilization  factor"  in  the  testimony  this  morning— that 
you  can  not  separate  utilization  factor  from  a  consideration  of  the  water 
available. 

Mr.  Kelly.  Of  the  water  available. 

Mr.  Bonner.  It  must  be  related  to  the  water  available. 

Mr.  Kelly.  Certainly.  And  this  247,000  was  based  upon  the  water  available 
in  a  low-water  year,  and  the  other  factor  was  taken  in  a  high-water  year,  in 
1928,  when  there  was  lots  more  water  available ;  and  the  figure  of  247.000  would 
have  to  be  raised  in  order  to  make  that  available  to  be  compared  with  the  figure 
of  1928.     I  think  that  is  correct,  is  it  not? 

Mr.  Bonner.  I  think  so. 

Mr.  Kelly.  So  that  you  have  not  any  utilization  factor  of  1928  in  the  record. 
That  is  one  of  these  crosscuts  that  is  made  to  present  a  situation  which  is  not 
true  to  the  situation  as  11;  exists. 

By  Mr.  Ely: 

Question.  Well,  what  is  this  247,000  horsepower  figure?  Is  not  that  the 
capacity  of  your  production  plant,  assuming  that  it  had  the  water  available 
necessary  to  run  it? 

Answer.  Based  on  a  low-water  year. 

Mr.  Kelly.  Three  hundred  and  twenty-seven  thousand  capacity,  if  we  had 
the  water  to  run  it. 

The  Witness.  I  thought  he  said  247,000. 

Mr.  Keixy.  Yes,  247,000;  but  I  say  the  statement  was  that  we  had  the 
capacity  to  produce  327,000  if  we  had  the  water.  Biit,  as  a  matter  of  fact,  we 
can  only  guarantee  247,000,  because  we  are  dependent  upon  what  the  water 
will  be  in  a  low-water  year. 

Mr.  Ely.  I  see. 

Mr.  Kelly.  So  that  we  take  the  production  of  a  high-water  year  and  take  the 
ntilizatlon  figure  for  a  low-water  year,  which  does  not  present  a  true  i)icture. 
In  other  words,  the  picture  was  misleading  and  the  factors  were  not  correct. 

By  Mr.  Ely  : 
Question.  Well,   If  you   applied   the   same   factor   to   the   Flathead   project, 
assuming  that  you  also  had  to  base  your  capacity  on  low-water  years,  how 
much  Flathead  power  would  you  be  distributing  at  th  ebus  bar  per  year? 
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Answer.  Based  on  what  figures?     I  did  not  get  the  question. 
,    Question.  If  you  use  this  ratio  of  99  per  cent,  as  between  horsepower  dis- 
tributed from  the  bus  bar  and  horsepower  which   your  plant  is  capable  of 
developing  in  low-water  years  to  the  Flathead  station,  what  would  be  your 
power  output  at  Flathead? 

Answer.  If  we  used  the  figure  of  99  per  cent,  the  Flathead  average  output 
would  be  approximately  79,000  horsepower. 

Question.  Whereas,  the  figures  on  which  you  base  your  cost  tables  assume 
a  distribution  of  71,000  horsepower  at  Flathead? 

Answer.  Sixty-eight  thousand,  on  the  basis  of  our  plant,  and  71,000  for 
Mr.  Wheeler's,  I  believe. 

Question.  That  is  because  you  say  that,  as  soon  as  this  new  plant  is  added, 
your  utilization  factor,  or  whatever  it  is  called,  is  going  to  drop,  because  you 
have  the  increased  capacity? 

Mr.  Kelly.  No. 

The  Witness.  Well,  the  difference  betw^een  those  figures  is  based  upon  the 
fact  that  Mr.  Wheeler  assumes  a  larger  storage  than  we  did. 

By  Mr.  Ely  : 

Question.  I  do  not  mean  the  difference  between  those  two  figures;  I  mean 
the  figures  that  you  have,  71,000,  and  68,000,  that  is  due  to  the  fact  that  the 
^  increase  of  the  plant  will  have  a  capacity  which  your  immediate  load  will 
not  absorb? 

Answer.  Not  due  to  that  one  fact,  but  due  to  the  fact  that  we  do  not  assume 
that  we  can  maintain  99  per  cent,  even  after  the  load  is  pretty  well  built  up 
on  the  Flathead  plant — built  up  to  as  much  as  the  Flathead  plant,  as  well 
as  the  rest  of  our  system,  can  carry,  and  the  time  will  arrive  when  we  must 
make  another  development.  And  it  is  due  to  that  that  our  load  may  be  high 
one  year  and  drop  off  the  next  year,  due  to  variations  in  the  operations  of 
our  customers,  which  our  records  show  happen  from  time  to  time. 

Question.  You  think,  then,  that  you  never  can  hope  to  sell  or  distribute 
for  sale  from  the  bus  bar  99  per  cent  of  the  power  available  at  Flathead  in 
low-water  years? 

Answer.  I  think  we  can  not. 

Question.  Will  you  tell  us  why? 

Answer.  When  you  say  "  never,"  I  do  not  mean  that  we  may  not  in  separate 
years  from  time  to  time.  There  may  be  a  year  when  we  may  arrive  at  that 
figure  by  luck. 

Question.  That  will  never  be  an  average  over  a  period,  a  long  period  of 
years? 

Answer.  Never  over  a  long  period  of  time. 

By  Mr.  Joneb: 

Question.  Your  estimate  of  the  utilization  factor  is  an  estimate  of  the  ratio 
of  output  to  primary  power,  potential  power,  is  it  not?  That  is,  your  estimate 
of  80  per  cent  utilization  factor  was  obtained 

Answer.  That  is  the  way  that  figure  has  been  used  in  all  this  discussion  here. 
I  believe  it  is  a  little  different  from  the  Federal  Power  Commission's  oflScial 
definition ;  it  was  suggested 

Question.  Was  not  Mr.  Wheeler's  ratio  based  on  the  same  figures?  His  ratio 
was  based  on  the  plant  output,  divided  by  the  primary  capacity,  was  it  not? 

Answer.  The  figure  was  used  in  exactly  the  same  way  in  my  estimates  as 
applied  to  both  plants — Mr.  Wheeler's  and  the  Rocky  Mountain  Power  Co.'s 

Question.  Yes;  but  on  the  figure  that  Mr.  Wheeler  gave,  he  arrived  at  a 
utilization  factor  of  99  per  cent.  Did  he  not  use  the  same  basis  as  has  been 
used  in  all  this  discussion? 

Mr.  Kelly.  Why,  Mr.  Jones,  I  thought  we  had  made  that  matter  clear.  The 
figure  where  he  arrived  at  the  99  per  cent  was,  to  take  the  output  in  1928  and 
compare  it  with  the  power  that  would  be  available  in  a  low-water  year.  Now, 
if  he  took  the  output  in  1928  and  compared  it  with  the  power  available  in  1928, 
I  do  not  know  what  the  figure  would  be — probably  275,000,  instead  of  247,000, 
because  there  was  lots  of  water  in  1928.  So  that  this  99  per  cent  is  not  used  for 
1928  or  any  other  year. 

Mr.  Jones.  But  the  way  Mr.  Wheeler  used  it  is  the  way  it  has  been  used,  and 
is  the  way  Mr.  Cochrane  has  been  using  it. 

Mr.  Kelly.  Oh,  no. 

Mr.  Forbes.  Will  you  ask  that  question  of  the  witness?  Let  us  have  an 
answer  to  the  question  from  the  witness ;  ask  him  if  he  remembers  the  question. 
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By  Mr.  Jones: 

Question.  You  obtained  the  ultilization  factor  for  the  Flathead  by  dividing  the 
estimated  plant  output  by  tlie  estimated  capacity  for  a  low-water  year? 

Answer.  Yes,  sir. 

Question.  Mr.  Wheeler  obtained  the  utilization  factor  for  the  Montana  Power 
Co.  system  by  dividing  the  output  in  1928  by  the  estimated  capacity  for  a  low- 
water  year? 

Answer.  Yes,  sir. 

Question.  In  other  words,  the  two  are  the  same? 

By  Mr.  Ely: 

Question.  I  take  it  that  your  answer  to  Mr.  Jones's  question  is  contrary  to 
Mr.  Kelly's  interpretation  of  it,  is  it  not? 
Answer.  I  think  it  is. 

By.  Mr.  Kelly: 

Question.  Well,  is  the  power  capacity  of  the  Flathead  site  utilization  factor 
taken  for  a  single  year  of  output,  as  against  a  low-water  year,  or  an  average 
of  output? 

Answer.  A  low-water  year. 

Question.  And  how  about  the  production?  Is  that  for  the  average  year  or  for 
a  single  year?  In  other  words,  you  take  the  output  for  the  Flathead  site  in  a 
high-water  year  and  it  would  exceed  68,000,  would  it  not? 

Answer.  The  possible  output;  yes. 

Question.  Yes. 

Answer.  I  do  not  know;  there  is  a  little  confusion  about  this  thing. 

Mr.  Kelly.  I  think  there  is. 

Mr.  Brown.  Let  us  get  it  straightened  out,  then. 

Mr.  Kelly.  I  would  like  to  get  it  straight,  if  I  am  wrong. 

By  Mr.  Kelly: 

Question.  Now,  you  have  established  a  utilization  factor  for  the  Volta  plant ; 
just  tell  us  how  you  got  that. 

Answer.  I  took  the  utilization  factor  as  the  ratio  between  the  estimated 
average  output  of  the  plant,  based  on  a  low-water  year,  and  the  actual 
capacity  of  the  plant  on  a  low-water  year. 

Question.  Now,  Mr.  Wheeler's  question  was  directed  to  you  on  the  output  of 
the  plant  on  a  high-water  year,  instead  of  an  average  year,  was  it  not? 

Mr.  Forbes.  I  think  the  record  will  show  what  Mr.  Wheeler's  question  was. 

Mr.  Kelly.  Well,  I  want  the  witness's  understanding  of  it,  as  he  answered 
the  question. 

The  Witness.  Yes. 

By  Mr.  Kelly: 

Question.  Now,  is  that  comparable  to  taking  it  for  an  average  year,  as 
against  taking  it  for  a  high-water  year? 

Answer.  It  is  on  the  assumption  that  the  amount  of  power  which  can  be 
sold — contracted  for — is  limited  by  the  low-water  year,  which  we  have  no 
method  of  knowing,  as  to  when  it  will  occur,  and  therefore  it  must  be  antici- 
pated that  it  will  be,  each  year,  the  next  year. 

Question.  Was  the  utilization  factor  of  the  Montana  system  in  1928,  as 
compared  with  the  water  available  in  1928,  99  per  cent — as  compared  with 
the  water  available  that  year? 

Answer.  No;  it  was  not. 

Mr.  Kelly.  That  is  all. 
I 
By  Mr.  Ely: 

Question.  Mr.  Cochrane,  as  I  understand,  this  figure  of  99  per  cent  was 
reached  by  dividing  the  output  in  horsepower  in  years  in  the  year  1928  by  the 
low-water  capacity  in  horsepower  of  the  whole  system? 

Answer.  That  is  corrwt. 

Question.  Now,  applying  that  same  formula  to  Flathead,  what  is  the  low- 
water  capacity  of  Flathead  plant  as  you  have  estimated  it? 

Answer.  The  low-water  capacity  was  70,000  horsepower — no,  80,000  horse- 
power, I  should  say. 

Question.  And  what  output  in  horsepower  years  do  you  expect  to  pro- 
duce here? 

Answer.    Sixty-eight  thousand,  on  the  average. 


I 
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Question.  The  ratio  between  68,000  and  80,000  is  what? 

Answer.  Eighty-five  per  cent. 

Question.  In  other  words,  the  utilization  factor  you  expect  from  Flathead, 
as  compared  with  the  utilization  factor  of  your  system  for  1928,  is  85  per  cent, 
as  against  99  per  cent? 

Answer.  Yes.  I  did  not  estimate  that  Flathead  could  do  in  every  year  as 
well  as  our  system  has  done  in  the  most  favorable  years  on  record. 

Question.  That  is  fair  enough.  I  just  wanted  to  get  at  what  this  compari- 
son is. 

Answer.  That  is  the  fact. 

By  Mr.  Dixon: 

Question.  I  just  want  to  ask  two  questions  before  we  close: 

AVhen  does  the  flood-water  surplus  power  begin,  and  when  does  it  end — in 
the  calendar  year? 

Answer.  In  1929  it  began  on  April  19  and  ended  July  21. 

Question.  Then  all  this  pumping  for  the  irrigation  system  could  be  done 
with  this  surplus  flood  water  during  that  period,  without  drawing  on  your 
prime  fixed  power,  could  it  not? 

Answer.  All  that  occurred  during  that  period  could  be  used  from  surplus 
water  during  that  period. 

Question.  The  110  days  which  Mr.  Swenson  stated  was  the  irrigation  period 
would  occur  between  the  beginning  of  surplus  flood  water  and  the  end? 

Answer.  Approximately  half  the  water  used  for  that  power  would[  occur 
during  the  surplus  period. 

Question.  But  it  could  be  pumped  into  the  reservoirs  for  irrigation  ahead  of 
its  use,  could  it  not?  If  you  assume  110  days'  pumping  period,  you  could 
commence  pumping  in  the  early  flood-water  stage  and  pump  it  into  the  reser- 
voir, so  as  not  to  draw  on  the  prime  power? 

Answer.  I  am  not  very  familiar  with  the  plans  of  this  irrigation  project,  as 
regards  the  storage  and  operation.  I  had  the  notion,  however,  that  in  order 
to  utilize  all  the  natural  water  they  had,  they  would  fill  up  their  reservoirs 
in  the  spring  from  natural  flow  from  creeks,  and  that  pumping  would  then 
come  later  in  the  season,  as  they  depleted  the  supply  and  more  was  required. 
So  that  it  is  possible  that  the  actual  pumping  would  occur  later  than  this. 
But  the  figures  I  have  made  were  based  on  Mr.  Swenson's  estimate  that  the 
pumping  plants  would  operate  up  to  September  15,  and  that,  with  the  capacity 
of  the  plants  planned,  there  would  be  required  110  days  of  continuous  opera- 
tion to  pump  the  total  amount  of  water. 

Question.  I  think,  as  a  matter  of  fact,  the  record  of  the  testimony  will  finally 
show  that  the  reservoirs  were  not  filled  from  the  complete  run-off  from  the 
mountain  streams. 

One  other  question :  How  early  must  work  be  started  this  fall  on  construc- 
tion in  order  not  to  lose  one  year's  time  on  account  of  high  water  next  spring? 
What  would  be  the  latest  date  that  work  could  be  started  in  order  not  t<: 
lose  one  full  year's  time  on  account  of  flood  water? 

Answer.  I  think  Mr.  Kerr  has  made  a  figure  on  that,  and  I  would  rather 
refer  to  his  answer  on  that  question,  if  he  remembers  it. 

Mr.  Dixon.  I  will  ask  Mr.  Kerr  now. 

Mr.  Kerb.  My  estimate  is  that  the  latest  date  is  January  1 — when  we  would 
be  in  a  position  that  we  could  be  told,  "  This  is  far  enough  settled  so  that  you 
can  begin  to  spend  your  money." 

Mr.  Dixon.  In  other  words,  at  that  time,  there  would  be  one  full  year's  con- 
struction time  lost? 

Mr.  Kerr.  Of  course,  Mr.  Secretary,  a  few  days  one  way  or  the  other  would 
not  make  any  difference. 

Mr.  Dixon.  But  approximately  January  1? 

Mr.  Kerb.  Approximately  January  1. 

Mr.  Dixon.  Otherwise,  it  would  be  postponed  one  full  year  on  account  of 
flood  water? 

Mr.  Kerr.  It  would  result  in  postponing  it  one  full  year. 

Mr.  Dixon.  Is  there  anyone  else  that;  has  any  questions  to  ask  Mr.  Coch- 
rane at  this  time? 

Mr.  BoNNEB.  I  have  a  few. 

Mr.  Dixon.  Go  ahead,  Mr.  Bonner. 
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By  Mr.  Bonner: 

Question.  Mr.  Kerr  told  us  a  few  days  ago  that  you  would  be  the  one  to  tell 
us  about  the  beneficial  use  of  this  storage  from  Thompson  Falls  plant.  I  think 
he  made  the  statement  that  it  was  expected  that  the  storage  release<l  from 
Flathead  could  be  fully  utilized  at  Thompson  Falls.     Is  that  your  judgment? 

Answer.  Will  you  please  ask  that  question  again?     I  did  not  get  it  all. 

Question.  I  can  make  it  shorter:  Do  you  expect  to  utilize  through  the 
Thompson  Falls  plant  all  of  the  storage  released  from  Flathead? 

Answer.  We  hope  to,  yes,  sir — as  far  as  it  is  applicable. 

Question.  What  do  you  mean  by  "as  far  as  it  is  applicable"? 

Answer.  Well,  if  an  amount  of  water  should  be  let  down  from  the  Flathead 
plant  at  a  time  when  the  river  at  Thompson  Falls  was  already  high  enough 
to  develop  the  full  output  of  that  plant,  why,  additional  water  would  be  of 
no  benefit:  and  that  part  of  it  which  comes  during  the  period  when  water 
is  low  at  Thompson  Falls  would  increase  the  iwwer  there  and  additional  power 
could  be  produced. 

Question.  That  is  what  I  wanted  to  determine,  whether  you  were  interested 
to  develop  the  plant  so  that  beneficial  use  could  be  made  at  Thompson  Falls 
of  all  this  storage  release. 

Answer.  I  do  not  think  we  would  regulate  the  Flathead  plant  for  the  benefit 
of  Thompson  Falls. 

Question.  You  do  not  think  you  would  regulate  it  for  the  benefit  of  some- 
thing else? 

Answer.  We  would  operate  the  Flathead  plant  for  the  benefit  of  the  Flathead 
plant,  for  its  own  purposes,  you  might  say. 

Question.  You  think  some  of  the  storage  release  would  arrive  at  Thompson 
Falls  when  that  plant  was  at  its  flood? 

Answer.  Because  the  Flathead  plant  will  be  a  larger  and  more  important 
plant  than  the  Thompson  Falls,  and  will  be  regulated  primarily  for  its  own 
purposes;  and  whatever  water  comes  down  at  a  favorable  time  to  Thompson 
Falls  will  be  utilized. 

Question.  Could  you  give  us  a  guess  as  to  how  much  might  not  be  beneficially 
used  there? 

Answer,  Well,  we  have  estimated  that  the  operation  of  the  Flathead  plant 
and  the  additional  storage  made  available  by  the  dam  at  Flatlied  will  increse 
the  possible  output  of  the  Thompson  Falls  plant  44,000,000  kilowatt-hours 
per  year. 

Question,  That  would  mean,  then,  that  the  full  2,800,000  acre-feet  of  storage 
would  be  use  dthrough  that  plant — if  my  figures  are  correct? 

Answera,  Yes,  sir. 

Question,  So  that  you  do  expect  to  make  full  utilization  of  the  storage? 

Answer,  Yes,  sir. 

By  Mr.  Scattergood  : 

Question.  What  is  the  present  production  of  Thompson  Falls  in  kilowatt- 
hours? 

Answer.  I  have  not  that  figure  here.  But  I  can  give  you  an  idea  of  what  this 
addition  means. 

Question.  That  is  what  I  was  leading  up  to — what  is  the  increase  in  per 
cent? 

Answer.  If  that  44,000,000  kilowatt-hours  was  distributed  over  an  8-uionths' 
period,  which  is,  perhaps,  a  fair  figure  for  estimating,  it  would  increase  the 
capacity  of  the  plant  during  that  period  by  10,000  horsepower. 

By  Mr.  Bonner: 

Question.  I  think  it  would  be  desirable  from  our  standpoint,  Mr.  Cochrane, 
If  you  could  clear  up  more  the  question  of  the  efficiency  which  you  expect  this 
plant  to  operate  at.  As  I  understood  your  testimony,  you  based  it  mostly 
on  a  test  view  of  the  record  of  the  Volta  output,  which  you  state  came  out  74  per 
cent? 

Answer,  Yes,  sir. 

Question.  And  then  you  reduced  that  by  4  per  cent,  to  allow  for  this  water 
regulation — assuming  70  per  cent  would  be  the  average  output  at  Flathead? 

Answer.  Yes,  sir. 

Question.  Now,  the  Volta  plant  Is  how  old? 

Answer.  It  was  built  in  1M6,  I  think. 

Mr.  Kebr.     1915. 
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By  Mr.  Bonner: 

Question.  Well,  do  you  think  that  Volta  would  compare  with  the  kind  of  ma- 
chinery and  design  that  you  would  have  at  this  new  plant? 

Answer.  No;  I  think  the  new  machinery  would  probably  be  about  2  per  cent 
higher  in  eflSciency  than  Volta,  which  would  leave  6  per  cent  to  be  accounted 
for  by  the  inability  to  use  effectively  the  total  amount  of  water  in  storage. 
That  is  about  the  ligure  I  had  in  mind  when  I  used  the  figure  70  per  cent. 

Question.  What  is  your  most  recent  plant  in  the  system — Black  Eagle? 

Answer.  Black  Eagle. 

Question.  Does  it  not  have  a  higher  efficiency  than  this  76  per  cent? 

Answer.  The  Black  Eagle  plant  has  propeller- type  runners  and  water  wheels, 
and  the  efficiency  is  a  little  lower  than  the  Flathead  field  would  have.  It  is 
not  entirely  comparable  in  head  or  capacity,  nor  in  size  of  units  nor  type  of 
units. 

Question.  Well,  take  the  new  plants  that  have  been  built  around  the  West  in 
the  last  10  years,  that  are  not  on  your  system.  Do  you  know  anything  about 
the  efficiency  of  them  ? 

Answer.  I  know  the  water-wheel  tests  that  have  been  made  show  an  ex- 
ceptionally high  efficiency,  showing  93  per  cent  for  the  water  wheel,  which, 
taking  the  generators  and  transformers 

Question.  That  is  the  Pitt  3  plant ;  that  is  the  one  you  have  in  mind? 

Answer.  I  am  not  talking  about  any  particular  plant.  I  am  talking  about 
water-wheel  tests. 

Question.  I  thought  perhaps  you  had  that  in  mind,  because  they  have  such 
results  at  Pitt  3. 

Well,  with  those  plants  which  show  those  high  tests,  and  which,  with  the 
advance  of  the  art,  it  would  appear  that  you  should  be  able  to  obtain  now  with 
the  new  plant,  do  you  not  think  you  might  obtain  somewhat  better  than  76 
per  cent? 

Answer.  Average  efficiency? 

Question.  Yes. 

Answer.  I  do  not  think  so.  I  will  not  say  it  is  not  possible,  but  I  do  not 
think  it  is  probable.  I  am  not  making  this  estimate  with  the  idea  of  getting 
t^e  very  highest  possible  figure,  but  a  figure  which  I  could  use  as  a  consulting 
engineer  in  representing  to  a  client  what  he  would  be  safe  in  estimating  that 
he  could  get  out  of  this  plant. 

Question.  Your  estimate  is,  then,  quite  conservative? 

Answer.  It  is  quite  conservative. 

Question.  Especially  in  view  of  the  fact  that  you  have  a  rather  low  utilization 
factor,  considering  the  character  of  the  project,  in  addition  to  its  low  efficiency 
factor? 

Answer.  Well,  I  think  it  is  a  utilization  factor  higher  than  our  records  show 
that  we  have  been  able  to  obtain ;  so  I  would  not  call  that  a  low  figure  by  any 
means. 

Question.  The  utilization  factor  on  the  rest  of  your  system,  however,  is 
based,  more  or  less,  on  stream-flow  plants — that  is,  from  the  stream-flow 
plants — to  a  greater  degree  than  the  Flathead  plant?  You  have  far  more  con- 
trol of  your  water  supply  at  this  plant  than  you  have  on  the  Missouri  plants 
that  you  have  been  considering  in  arriving  at  your  80  per  cent  utilization 
factor? 

Answer.  No,  I  do  not  think  we  have,  because  the  amount  of  storage  we  have 
on  our  Missouri  system,  taken  in  proportion  to  the  total  run-off  there,  is  fully 
as  high  as  the  storage  available  at  Flathead,  as  compared  to  its  run-off. 

In  other  words,  we  have  in  that  system  the  storage  capacity  to  give  us 

control 

By  Mr.  Scattebgood: 

Question.  How  far  away  is  that? 

Answer.  The  storage? 

Question.  Yes. 

Answer.  The  largest  single  storage  reservoir  we  have  is  100  miles  above 
the  largest  plant  on  the  stream ;  that  is  our  Madison  plant. 

Question.  And  do  you  compare  those  conditions  with  conditions  at  a  plant 
within  gunshot  of  storage  capacity? 

Answer.  I  will  say  that  this  plant  itself  has  a  local  storage  reservoir  suffi- 
ciently large  to  take  up  any  discrepancy  in  the  amount  of  water  which  might 
be  let   down  from   the  upper   reservoir — and   so   also   at   the   Canyon   Ferry, 
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Houser  Lake,  and  Holter  plants.  The  plants  at  Great  Falls  have  one  small 
local  storage  reservoir,  but  we  are  able  to  regulate  the  storage  from  our  plant 
at  Holter,  which  is  next  above  Great  Falls. 

Mr.  Kerr.  It  might  be  helpful  and  shorten  the  record,  I  think,  if  we  say 
that  substantially  half  of  our  storage  is  in  the  large  reservoirs,  and  half  of  it 
is  in  the  reservoirs  immediately  at  the  plants. 

By  Mr.  Bonner: 

Question.  Well,  this  6  per  cent  difference  between  the  efficiency  of  76  per  cent 
and  the  70  per  cent  that  you  chose  to  apply  in  these  figures  really  represents 
an  addition  to  the  utilization  factor,  does  it  not,  rather  than  the  efficiency? 

Answer.  Not  as  I  have  used  the  term  "  utilization  factor,"  on  account  of  the 
fact  that  6  per  cent  difference  represents  water  that  is  not  available  for  the 
plant's  use,  but  on  account  of  the  inability  to  so  operate  the  plant  as  to  use 
it  up,  it  is  wasted. 

Question.  Do  you  not  think  the  6  per  cent  would  fully  cover  that,  and  that 
would  not  need  to  be  considered  in  the  85  per  cent  at  all? 

Answer.  It  is  not.     The  6  per  cent  is  supposed  to  cover  that. 

Question.  Do  you  think  you  could  estimate  the  beginning  of  the  spring 
run-off  within  30  days? 

Answer,  I  tliink  so. 

Question.  So  if  you  provided  storage  to  fully  supply  your  plant  at  the  end 
of  that  30-day  period,  you  would  be  safe — that  is,  so  far  as  to  justify  your 
holding  the  water  back  to  meet  the  special  water  emergency,  rather  than  to 
run  through  the  plant  while  you  had  the  load  there? 

Answer.  Well,  it  is  not  only  a  matter  of  time  when  the  spring  run-off  com- 
mences to  increase  the  flow  of  the  water,  but  it  is  the  higher  run-off  from  the 
river  system  during  the  fall  and  winter  months,  which  varies  from  year  to 
year;  that  is  what  we  call  the  natural  flow  of  the  river.  We  have  no  way 
of  estimating  it  any  month  during  the  storage  period. 

Question.  Well,  you  can  estimate  it  by  the  water  you  are  able  to  save? 

Answer.  We  know  how  much  we  have  in  storage  at  the  beginning  of  the 
period,  but  we  do  not  know,  either  in  whole  nor  for  any  month,  what  the 
natural  additional  make-up  is  going  to  be. 

Question.  But  you  could  place  it  on  the  basis  of  estimating  releasing  your 
storage  at  a  rate  that  would  give  you  5,000  or  6,000  second-feet  average  release 
during  the  time  you  expected  the  spring  run-off  would  start.  What  I  was 
getting  at  was  simply  this :  That  if  that  spring  run-off  did  start  a  month 
earlier,  as  you  have  pointed  out  was  possible,  you  would  waste  that  storage 
that  you  might  well  have  used  beforehand? 

Answer.  Yes,  sir. 

Question.  And  that  one  month's  storage  is  equal  to  about  4  per  cent  of  the 
total  power  for  the  year,  and  would  represent  that  reduction  that  was  made, 
from  76  per  cent  to  70  per  cent,  so  that  the  whole  reduction  that  was  made 
from  85  per  cent  utilization  factor  would  have  to  be  accounted  for  by  lack  of 
business  and  impracticability  of  fitting  this  into  your  general  plan;  it  would 
not  be  due  to  regulation  losses  ? 

Answer.  Do  you  mean  you  think  that  that  figure  of  6  per  cent  should  be 
reduced  to  4  per  cent? 

Question.  About  thiat. 

Answer.  Well,  I  would  not  quarrel  about  the  difference  between  6  and  4 
per  cent. 

Question.  And  then  the  85  per  cent  utilization  factor  would  have  no  relation 
to  the  loss  by  regulation? 

Answer.  It  was  not  intended  to  have. 

Question.  That  would  be  solely  due  to  the  lack  of  ability  to  use  the  plant 
output  In  connection  with  your  market? 

Answer.  That  Is  It — In  connection  with  the  market. 

By  Mr.  Scattekoood: 

Question.  Just  one  question :  When  you  were  talking  about  the  system  of 
the  Montana  Power  Co.  as  a  whole,  Mr.  Cochrane,  you  gave  us  the  figure  for 
the  average  selling  price  of  seventy-two  one-hundredths  of  a  mill? 

Answer.  Of  a  cent. 

Question.  Seventy-two  one-hundredths  of  a  cent,  yes;  thank  you.  Now,  can 
you  tell  us  what  the  cost  ver  kilowatt-hour  of  the  system  as  a  whole  has  been, 
that  is,  not  making  any  allowance  for  Interest  on  investment?  In  other  words, 
operating  costs  per  kllowatt-hour,  or  whatever  you  say  your  cost  system 
reveals,  your  figures? 
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Answer.  Our  cost  system  reveals  a  figure  of  operating  costs  which  represents 
only  the  plant  operating  cost.  It  does  not  include  fixed  charges,  and  there- 
fore it  does  not  include  all  the  larger  principal  items.  I  do  not  remember  what 
that  figure  is,  but  it  has  nothing  to  do  with  what  you  have  asked.  I  have  not 
that  figure — a  figure  that  represents  what  you  want  to  know ;  it  can  be  com- 
puted, but  I  have  not  got  it  here. 

Question.  Can  you  get  it  for  us? 

Answer.  I  think  so;  yes. 

Mr.  McCoBMACK.  Mr  Chairman.  I  would  like  to  ask  if  you  are  through  with 
Mr.  Cochrane?  If  so,  I  would  like  to  have  him  recalled  after  lunch,  as  I  would 
like  to  ask  him  some  questions. 

Mr.  ScATTERGOOD.  Wc  are  not  through  with  him. 

(Thereupon,  at  12.50  o'clock  p.  m.,  a  recess  was  taken  until  2.15  o'clock  p.  m.) 

AFTER   REXJESS 

The  hearing  was  resumed  at  2.15  o'clock  p.  m.,  pursuant  to  the  taking  of  a 
recess,  Hon.  Joseph  W.  Dixon  presiding. 

Present:  As  previously  noted,  except  Hon.  Ray  Lyman  Wilbur,  Secretary  of 
the  Interior,  absent. 

Mr.  Dixon.  We  will  come  to  order. 

Mr.  ScATTEBc.ocD.  The  questions  which  the  Indian  Bureau  wishes  to  try  to 
clear  up  are  not  directed  so  much  to  the  comparison  between  this  applicant's 
estimate  and  the  Wheeler  estimate  such  as  he  has  submitted  in  Exhibit  8  as 
it  is  to  try  to  get  to  the  meat  of  the  figures  in  the  Rocky  Mountain  Power  Co.'s 
estimate  of  earnings  itself,  and  I  would  like  to  ask  the  witness  to  direct  his 
attention  first  to  their  Exhibit  No.  8. 

By  Mr.  Scattekgood: 

Question,  Mr.  Cochrane,  do  you  feel  that  that  represents  the  very  best 
possible  earning  power  of  the  Flathead  site  No.  1  that  your  company  could 
make  it  capable  of? 

Answer.  That  figure  is  based  on  the  assumption  that  we  will  be  able  and 
will  be  allowed  to  earn  8  per  cent  on  that  estimated  investment.  If  our  invest- 
ment should  be  higher  and  the  same  percentage  applied,  why,  we  might  hope 
to  charge  more  than  that. 

Question.  Well,  you  are  allowed  to  collect  any  charges  as  much  as  to  make 
over  7  or  8  per  cent,  whichever  it  is  in  Montana,  upon  the  actual  costs  of  the 
investment? 

Answer.  Yes. 

Question  Above  operating  expenses,  are  you  not? 

Answer.  Yes. 

Question.  Do  you  feel  that  you  will  be  developing  the  greatest  possible  net 
earnings  on  this  statement  that  you  have  submitted? 

Answer.  Yes. 

Question.  Is  this  statement  perfectly  clear  to  you?  Do  you  think  is  is  a 
clear  statement? 

Answer.  It  is  clear  to  me ;  yes. 

Question.  You  say  in  the  second  line  of  your  part  of  the  page,  "  Return  of 
S  per  cent  on  $7,947,500  is  $1,216,680"? 

Answer.  Yes. 

Question.  Will  you  take  your  pen  and  pencil  in  hand  and  figure  that  out? 

Answer.  That  figure  $1,218,680  is  the  gross  revenue  which  will  be  necessary 
to  produce  a  net  revenue  of  8  per  cent  on  the  seven  million  nine. 

Question.  What  does  that  line  read? 

Answer.  That  line  reads  "  Return  of  8  per  cent  on  7,000,000  gross  revenue 
necessary," 

Question.  Just  read  the  line  as  it  is  stated. 

Answer.  That  is  the  stenographer's  error.     "  Market "  should  read  "  make." 

Question.  What  actually  is  the  8  per  cent  on  that  amount  of  capital  invest- 
ment? 

Answer.  Approximately  $634,000. 

Question.  Actually  calculated  out  it  would  be  $635,800,  would  it  not? 

Answer.  If  you  have  calculated  it  out  I  am  willing  to  take  your  figure. 

Question.  Unless  I  was  misstating  the  figure.  In  other  words,  then,  the 
word  "market"  in  that  ought  to  be  made  to  read  "make"? 

Answer.  It  should  be  "  make."     It  was  a  stenographic  error. 
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Question.  Aud  the  return  of  8  per  cent  on  this  total  is  what — 635,800,  is- 
it  not? 

Answer.  I  think  so ;  yes. 

Question.  But  it  is  not  as  one  would  read  it  by  the  way  in  which  it  is 
worded— 1.216,680? 

Answer.  No.     Tlie  8  i3er  cent  is  that  figure. 

Question.  In  other  words,  it  is  not  particularly  clear  in  this  statement  just 
what  that  means  to  be  the  return,  the  allowed  return  of  8  per  cent? 

Answer.  It  wasn't  clear  with  that  error  in  that  word. 

Question.  As  a  matter  of  fact,  the  return  if  you  rearranged  your  figures 
would  be  indicated  by  putting  together  the  figure  that  you  now  have  for 
Interest,  426,867,  and  the  figure  of  net  income  211,933,  would  it  not? 

Answer.  That  is  correct,  I  should  think. 

Question.  Wouldn't  it  be  much  clearer  to  have  presented  it  in  that  form? 

Answer.  Possibly. 

Question.  It  was  very  confusing.  I  confess  I  didn't  understand  what  it 
meant. 

Now,  coming  to  the  lease  of  the  power  site,  in  your  previous  testimony  I 
believe  you  said  this  136,000  included  what  was  to  come  to  the  Indians  and 
what  was  also  to  go  to  the  cost  of  the  company  for  furnishing  the  $15,000 
of  power? 

Answer.  Fifteen  thousand  horsepower;  yes. 

Question.  Horsepower.  That  is  half  in  half — 68,000  for  the  Indians. 

Do  you  happen  to  know  anything  about  statements  made  to  the  Indians 
as  to  what  has  been  promised  to  them  for  revenue  on  this  development? 

Answer.  By  our  company,  you  mean? 

Question.  Yes. 

Answer.  I  don't  know. 

Question.  Have  you  never  heard  that  Mr.  Kerr  has  stated  publicly  and  to- 
the  Indians  directly  that  they  could  expect  at  least  $100,000  a  year? 

Answer.  I  don't  know  that. 

Question.  You  don't  know  that? 

Answer.  I  don't  know  that  I  have  ever  heard  that. 

Question.  If  he  did  say  that  it  would  not  tally  with  the  figures  that  you 
have  got  here,  would  it? 

Answer.  No. 

Question.  Then  there  would  be  something  wrong  with  these  figures,  wouldn't 
there,  or  with  Mr.  Kerr's  statement? 

Answer.  Either  one  or  the  other ;  yes. 

Question.  And  you  don't  know  which  it  is? 

Answer.  Well,  according  to  my  estimate,  the  lower  figure  would  apply. 

Mr.  Kelly.  May  I  ask  Mr.  Scattergood  if  this  statement  of  Mr.  Kerr's 
relates  to  unit  No,  1  or  the  revenue  from  the  entire  site? 

Mr.  Scattergood.  Well,  I  presume  it  was  in  regard  to  No.  1,  although, 
of  course — because  that  is  the  only  one  that  has  really  been  talked  of,  is  it 
not,  in  a  practical  way? 

Mr.  Kelly.  I  do  not  know.     I  conceive  that 

Mr.  Scattergood.  If  it  related  to  the  entire  site  it  would  certainly  be  a  very- 
much  larger  development  of  horsepower  than  so  far  presented,  and  would  cer- 
tainly realize  more  than  100,000  to  the  Indians  even  at  a  dollar  a  year,, 
wouldn't  it? 

Mr.  Kelly.  I  don't  know  what  the  capacity  of  the  other  sites  is. 

Mr.  Scattergood.  As  I  understand  it,  in  reference  to  the  entire  five  sites, 
200,000  horsepower  has  been  the  figure  in  mind,  and  at  a  dollar  a  horsepower 
it  would  be  $200,000.  So,  naturally,  in  response  to  Mr.  Kelly's  question,  I  pre- 
sume Mr.  Kerr  had  in  mind  site  No.  1  only. 

By  Mr.  Scattergood  : 

Question.  Now,  In  this  figure  have  you  considered  at  all  the  payment  usually 
made  to  the  Federal  Power  Commission  of  25  cents  per  horsepower  to  cover 
their  fees?    Do  you  know  whether  that,  in  other  words.  Is  a  factor  in  this  case? 

Answer.  These  figures  are  ba.sed  on  our  oflFer  to  pay  a  total  of  $1  per  horse- 
power  which  should  include  whatever  would  be  paid  to  the  Indians;  and  the 
Federal  Power  Commission's  fee,  which  I  understand  has  been  brought  out  at 
this  hearing,  has  been  remitted  now. 

Question.  In  other  words,  then,  if  that  had  not  by  the  last  appropriation  act 
been  remitted  It  would  have  reduced  the  amount  coming  to  the  Indians  to  Just 
that  25  cents  per  horsepower? 

Answer.  Yes. 
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Question.  In  that  event  that  would  have  cut  down  the  Indians'  return  by- 
only  $20,000,  wouldn't  it,  approximately — 25  cents  on  80,000  horsepower? 

Answer.  Yes. 

Question.  Or  really  on  68,000  horsepower  by  your  calculation? 

Answer.  On  68.000. 

Question.  Now,  jroing  down  those  fisrures  a  little  bit  further,  I  notice  a  line 
reading  "  Depreciation,  obsolescence,  etc.,  2  per  cent."  What  is  the  etc.  meant 
to  cover? 

Answer.  That  is  perhaps — that  entire  line  and  the  amount  given  there  is 
intended  to  cover  the  item  of  cost  which  represents  the  fact  that  a  development 
of  this  kind  does  not  last  forever  in  its  original  physical  first-class  condition; 
in  other  words,  it  depreciates  there  due  to  physical  year  and  tear  or  in- 
udequacy  or  any  other  cause  that  makes  it  of  less  value  at  a  later  period  than 
it  is  at  the  present  time. 

Question.  Well,  do  I  understand  from  your  answer  you  mean  to  cover  tlie 
need  of  repairs? 

Answer.  Major  repairs:  yes,  I  think  would  be  covered  by  that  figure.  Ordi- 
nary routine  small  affairs  would  go  into  operating  expenses. 

Question.  But  repairs  were  meant  to  be  included  in  the  2  per  cent  allowance, 
were  they? 

Answer.  Major  repnirs  in  the  sense  of  putting  in  the  new  water-wheel  rod  or 
any  other  new  unit  in  case  one  should  be  destroyed. 

Question.  How  would  that  compare  with  Mr.  Wheeler's  allowance  of  half 
of  one  per  cent?  Would  that  in  your  judgment  be  about  the  same  for  major 
repairs  alone? 

Answer.  I  don't  know  what  kind  of  repairs  Mr.  Wheeler  had  in  mind  when 
he  put  down  one-half  of  one  per  cent. 

Question.  Suppose  we  take  up  the  other  items  of  depreciation  and  obsolescence 
in  that  period.  How  much  out  of  the  2  per  cent  ought  to  be  allowed  for  those 
items  ? 

Answer.  I  haven't  attempted  to  separate  that  figure.  I  don't  know  that  I 
can  say  exactly. 

Question.  Is  there  any  practice  in  the  engineering  and  accounting  system  of 
the  Montana  Power  Co.  that  would  give  you  any  light  on  that? 

Answer.  I  am  not  an  accountant.     I  don't 

Question.  You  know  the  engineering  side  of  it.  How  much  ought  to  be  set 
up  for  depreciation  and  obsolescence? 

Answer.  I  figured  that  depreciation  and  obsolescence  on  a  plant  like  this 
might  properly  be  represented  by  a  figure  of  2  per  cent  on  the  investment. 

Question.  That  is,  the  whole  2  per  cent  would  be  absorbed  for  those  two  items 
plus  major  repairs? 

Answer.  Yes. 

Question.  Then  you  haven't  included  in  your  set-up 

Answer.  Perhaps  I  should  say  in  connection  with  these  repairs,  I  think  that 
properly  should  cover  only  the  repairs  that  are  necessary  due  to  the  wearing 
out  of  the  equipment  and  the  repair  due  to  accident,  which  should  be  charged 
to  operating  expenses. 

Question.  All  except  the — — 

Answer.  Due  to  old  age,  in  other  words. 

Question.  All  except  the  major  repairs,  then,  would  be  included  in  your  item 
of  63,000  for  operating  expenses  ? 

Answer.  Yes. 

Question.  Now,  you  haven't  made  any  allowance  for  an  item  of  amortization 
here,  have  you? 

Answer.  Well,  that  same  item  is  supposed  to  cover  all  those  terms  which  are 
variously  known  as  depreciation,  obsolescence,  or  amortization.  We  charge  no 
other  separate  item  for  that. 

Question.  Amortization  of  what  do  you  mean? 

Answer.  Of  the  investment. 

Question.  Of  the  whole  investment? 

Answer.  Yes. 

Question.  Do  you  think  that  all  of  this  2  per  cent  would  be  spent,  or  would 
it  be  possible  to  build  up  a  fund  out  of  the  2  per  cent  that  might  grow  from 
year  to  year? 

Answer.  Well,  both.  It  won't  be  spent  2  per  cent  each  year,  but  it  is  a 
figure  which  if  set  aside  until  major  items  of  charge  come  against  this  account, 
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then  it  would  be  in  whole  or  in  part  depleted  and  might  grow  up  again  and  be 
depleted. 

Question.  What  I  was  trying  to  get  at  is :  In  that  term  of  a  lease  of  50  years, 
would  it  all  be  depleted  or  would  there  be  likely  at  the  end  of  50  years  something 
left  over  if  2  per  cent  is  set  aside  each  year? 

Answer.  My  notion  of  this  thing  is  that  a  system  like  ours,  it  leads  to  a 
wrong  conclusion  as  to  the  actual  way  the  business  is  conducted  and  the  actual 
way  money  is  spent.  To  assume  that  each  plant  or  each  major  division  of  the 
system  has  a  definite  life  and  that  a  fund  is  built  up  to  equal  the  replacement 
value  of  that  part  of  the  investment  at  the  end  of  that  life,  and  then  after  a 
certain  time  the  thing  dies  and  the  fund  is  spent  to  rebuild  the  works — that 
is  a  conception  that  has  commonly  been  used. 

Question.  You  don't  care  for  the  straight  line  method  of  depreciation? 

Answer.  I  would  prefer  to  consider  that  the  plants  and  lines  and  all  our 
property  is,  if  continuously  maintained,  both  as  to  minor  and  major  repairs 
and  replacements ;  and  if  the  system  is  large  enough,  no  single  item  of  replace- 
ment becomes  extraordinarily  large  as  compared  with  the  whole.  Then  it  is 
a  case  of  continuous  maintenance. 

Question.  In  that  case  the  2  per  cent  ought  to  be  ample? 

Answer.  That  is  the  thing  I  had  in  mind  when  I  said  2  per  cent. 

Question.  Suppose  that  the  Federal  Power  Commission  and  the  Montana 
commission  should  allow  the  rates  to  be  such  that  it  would  be  possible  to 
include  an  operating  expense  a  1  per  cent  charge  per  year  in  addition  to 
this  for  amortization,  would  that  be  good  practice — I  mean  a  straight  amortiza- 
tion of  the  investment? 

Answer.  Not  on  the  basis  that  I  have  made — that  I  have  conceived  the 
proper  operation  of  this  plant,  no.  If  you  maintain  it  in  good  operating  condi- 
tion forever  there  is  no  occasion  for  accumulating  a  fund  like  that  except  in 
connection  with  this  license  which  may  have  some  terms  where  we  relinquish 
the  plant  at  the  end  of  the  license  period. 

Question.  That  is  what  I  was  driving  at.  Wouldn't  such  a  fund  create  a  1 
per  cent  a  year  over  all  utilization  on  the  one  hand  to  pay  off  the  bonds  from 
a  sinking  fund,  or  on  the  other  hand,  to  be  invested  to  make  an  interest 
earning?  Would  not  1  per  cent  a  year  in  50  years'  time  under  those  conditions 
really  build  up  an  amortization  fund  that  would  practically  pay  for  the  full 
investment  cost  at  the  end  of  the  50  years? 

Answer.  I  can't  say  in  definite  figures  because  I  can't  figure  50  years  of 
compound  interest  right  off  the  bat,  but  it  would  make  a  considerable  fund 
and  the  fund  would  be  considerably  larger  than  half  the  cost. 

Question.  In  round  figures — you  have  worked  mathematics  a  good  deal — 
would  you  presume  that  1  per  cent  a  year  sinking  fund  invested  each  year 
would  do? 

Mr.  BoNNE-R.  I  have  an  interest  table  here,  Mr.  Commissioner;  55  years  at 
2  per  cent 

Mr.  ScATTERGOoD.  At  2  per  cent? 

Mr.  Bonner.  One  per  cent — 1.01  per  cent. 

Mr.  ScATTERGOoi).  What  rate  of  interest  would  the  investments  be  made  at 
In  that  calculation? 

Mr.  Bonner.  I  think  this  is  based  on  6 

Mr.  ScATTEKGOOD.  Are  you  sure  of  that?  Wouldn't  it  work  out  the  principal 
in  less  time  than  50  years  at  6  per  cent? 

Mr.  Bonner.  I  may  correct  that.  The  6  per  cent  sinking  fund  basis,  1  per 
cent  would  work  out  in  33  years  using  a  rate  of  im.  I  haven't  1  per  cent 
exactly. 

Mr.  ScATTERGOOD.  What  would  it  be  at  5  per  cent,  Mr.  Bonner? 

Mr.  Bonner.  At  5  per  cent  it  would  work  out  in  36  years  with  a  payment 
of  1.04. 

Mr.  ScATTERGooD.  In  any  event,  if  you  allowed  as  an  operating  expense  an 
additional  1  per  cent,  it  would  be  enough  to  amortize  completely  the  entire  in- 
vestment cost  within  the  period  of  the  50-year  lease,  would  It  not? 

The  Witness.  According  to  Mr.  Bonner's  figures;  yes. 

Mr.  Dixon.  At  what  rate  per  cent? 

Mr.  8CATTEROOOD.  At  1  per  cent.    It  is  exactly  the  same  thing,  is  it  not? 

Mr.  Dixon.  What  interest  rate? 

Mr.  SCATTERGOOD.  At  5  per  cent.  As  I  understand  it,  the  Montana  Power  Co. 
has  been  enabled  lately  to  float  its  bonds  at  5  per  cent  or,  as  you  say,  5%  per 
cent;  so,  speaking  approximately,  if  the  funds  are  built  up  say  year  by  year 
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and  you  utilze  the  sinking  fund  to  redeem  those  bonds,  all  the  bonds  and  all 
of  the  preferred  stock  and  all  of  the  common  stock  issued  against  real  value 
could  be  entirely  repaid  by  the  end  of  the  lease,  could  they  not,  out  of  a  1  per 
cent  amortization  fund? 

The  Witness.  Buying  bonds  back  year  by  year? 

By  Mr.  Scattergood  : 

Question.  Yes. 

Answer.  I  would  say  not. 

Question.  Why  not? 

Answer.  Because  if  you  bought  the  bonds  back  year  by  year 

Question.  As  much  as  the  sinking  fund  so  created  would  buy,  of  course. 

Of  course  you  would  have  to  allow  the  bonds  to  remain  in  the  sink  ng  fund 
and  continue  throughout  the  period  to  carry  the  same  interest. 

Answer.  On  that  basis  it  would  be 

Question.  If  you  don't  want  to  work  it  that  way  you  could  work  it  by  invest- 
ing the  fund  so  built  up  in  something  else  and  having  t  earn  interest  which 
would  be  compounded? 

Answer.  Yes. 

Question.  The  purport  is  that  in  either  way  the  1  per  cent  sinking  fund  was 
created  for  amortization  purposes,  it  would  be  possible,  would  it  not,  to  restore 
this  property  to  the  Ind  ans,  to  the  Government  in  trust  for  the  Indians,  free 
and  absolutely  paid  for  within  at  least  a  period  of  50  years? 

Answer.  I  think  it  would. 

Question.  And  the  only  burden  would  be  an  additional  1  per  cent  cost  on  the 
general  charges  of  the  company? 

Answer.  Well,  there  would  be 

Question.  Which  in  the  long  run  would  come  out  of  the  rated  power,  of 
course? 

Answer.  I  don't  know  what  position  the  Rocky  Mountain  Power  Co.  and  the 
Montana  Power  Co.  would  be  in  at  the  end  of  that  per  od,  if,  having  built  up 
transmission  lines  and  distributing  systems  and  contracted  to  carry  loads  from 
this  plant,  it  were  taken  away  from  the  system? 

Question.  Well,  you  understand  that  in  applying  for  this  lease 

Answer.  There  would  be  other  losses.    It  wouldn't  be  all  clear. 

Quest  on.  You  understood  the  general  terms  of  the  water  power  act  that 
called  for  the  option  of  the  Government  to  recapture  at  the  end  of  50  years, 
did  you  not? 

Answer.  Yes. 

Question.  Isn't  that  what  that  meant? 

Answer.  I  think  that  is  what  that  means,  but  I  pointed  out  that  we  would 
suffer  a  loss  if  that  took  place. 

Mr.  BoNXEK.  Just  to  clear  your  mind*  on  that.  Mr.  Cochrane,  I  might  state  that 
the  law  provides  for  a  separation  damage  in  addition  to  the  recapture  value. 

By  Mr.  Scattergood: 

Question.  And,  furthermore,  would  it  be  possible,  Mr.  Cochrane,  for  the 
company  to  become  an  applcant  for  the  renewal  of  the  lease? 

Answer.  I  presume  so — at  least  I  hope  so. 

Question.  It  woulff  then  be  possible  for  interrenewal  if  you  were  able  to 
establish  your  case — to  either  amort  more  for  the  Indians  or  still  lower  the 
rates  to  the  public  from  and  after  that  time? 

Answer.  Yes.  I  will  admit  the  general  proposition  that  if  you  amort  more 
charges  the  more  there  is  to  turn  over  to  the  Indians  by  the  Government  or 
anybody  else. 

Question.  Isn't  this  an  ideal  opiwrtunity  to  put  into  effect  this  proposition 
for  amortization  in  view  of  the  fact  that  the  Government  is  acting  in  trust  for 
the  Indian  tribe? 

Answer.  I  think  that  would  be  ideal  for  the  Indians,  not  ideal  from  a  power 
company's  standpoint  exactly. 

Question.  Wouldn't  it  be  ideal  from  the  public  standpoint  if  at  the  end  of 
50  years  it  would  make  possible  a  very  drastic  reduction  in  rates? 

Answer.  I  think  it  would  be  more  in  the  interest  of  the  public  if  tliey  could 
have  this  very  drastic  reduction  of  rates  now  instead  of  50  years  from  now. 
In  other  words,  I  do  not  agree  it  is  good  public  policy  to  tax  the  people  of 
Montana  in  the  form  of  power  rates  to  pay  Indians  who  are  living  on  the  reser- 
vation and  who  without  the  white  settlers — when  I  say  white  settlers  I  mean 
the  entire  population  of  this  country  in  Montana — would  never  have  developed 
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this  power.  Developing  power  is  not  an  Indian — that  is,  not  anything^  that 
applies  to  Indians.  They  never  develop  power.  They  wouldn't  develop  power 
there  for  a  hundred  years,  I  don't  believe. 

Question.  Well,  don't  you  think  that  it  would  be  a  good  thing  to  do  this 
provided  you  don't  have  to  take  it  unduly  out  of  present  rate  payers ;  and  if 
you  could  do  it  without  raising  the  rates  at  all,  do  you  think  then  it  would  be 
a  hardship  on  any  of  the  people  of  Montana  to  so  work  it  out  in  the  interest 
of  the  Indians? 

Answer.  Any  additional  money  which  is  paid  to  the  Indians  must  come  from 
the  people  of  Montana,  and  to  just  that  extent  it  is  a  hardship  on  them. 

Question.  Aren't  there  particular  savings  in  this  particular  power  site  that 
would  make  lower  costs  of  production  that  could  be  availed  of  without  raising 
the  rates  and  still  accomplish  this  purpose  ? 

Answer.  Yes ;  but  on  the  other  hand  if  this  is  an  extra  cheap  site  that  makes 
I)ower  cheaper  than  ordinarily  could  be  made,  the  people  of  Montana  might 
enjoy  a  reduction  of  rates.  We  have  reduced  the  rates  from  time  to  time 
during  the  last  few  years. 

Question.  Do  you  not  at  least  conceive  it  to  be  the  function  of  the  Federal 
Power  Commission  to  try  to  conserve  and  protect  the  rights  and  interests  of 
the  general  consuming  public — the  particular  Indian  public  here  involved  as 
well  as  the  particular  settlers  public?  Wouldn't  that  be  the  ideal  picture,  for 
the  Federal  Power  Commission  to  try  to  protect  all  three  interests? 

Answer.  All  interests,  I  would  say. 

Question.  As  well  as  give  to  the  company  its  absolutely  every  cent  of  an 
allowed  return  that  it  ought  to  have? 

Answer.  Of  course,  the  Federal  Power  Commission  or  the  State  regulatory 
body  can  limit  the  amount  we  can  earn,  but  neither  of  these  bodies  is  in  a  posi- 
tion to  guarantee  it. 

Question.  Wouldn't  it  be  an  ideal  setup  if  we  could  take  care  of  the  company 
with  its  full  allowed  return  and  also  take  care  of  these  three  interests  that 
I  have  mentioned? 

Answer.  I  think  so. 

Question.  Now,  let  us  turn  to  another  phase  of  it.  You  spoke  of  the  line 
that  totalled  1,216,680  as  the  gross  revenue  necessary  to  make  up  the  allowed 
return.  How  did  you  calculate  that  1,216.680?  I  mean,  of  course,  you  found 
what  it  would  be  from  the  allowed  return  after  expenses,  but  how  did  you 
work  it  back  to  fix  your  power  and  your  unit  of  power? 

Answer.  Well,  exactly,  you  said,  work  it  back? 

Question.  What  figures  did  you? 

Answer.  The  figures  of  expenses  which  I  listed  in  the  column  and  a  figure 
for  net  return  sufficient  to  make  the  total  return  after  all  expenses  except  in- 
terest a  total  of  8  per  cent ;  in  other  words,  instead  of  using  in  the  column  a 
figure  of  5^^  per  cent  I  added  50  per  cent  of  that  to  it,  making  8  per  cent,  and 
that  total  figure  makes  the  1,216,000. 

Question.  Now,  in  order  to  force  the  balance,  which  end  of  it  did  you  adjust 
after  calculating  your  operating — did  you  adjust  operating  expenses  to  bring 
that  out,  or  what  did  you  force? 

Answer.  I  did  not  force  anything. 

Question.  How  do  you  bring  out  the  figure  when  you  relate  it  to  the  horse- 
power and  price  per  horsepower,  in  other  words,  analyze  your  gross  revenue? 

Answer.  The  gross  revenue  is  made  up  of  the  summation  of  the  figures  for 
lease  of  power  site,  operating  expense,  and  overhead  expense,  depreciation, 
obsolescence,  and  so  forth,  taxes,  insurance,  and  a  net  return  of  8  per  cent  on 
the  investment. 

Question.  I  am  afraid  I  did  not  make  my  question  quite  clear. 

Answer.  The  gross  return  per  horsepower  would  be  computed  by  dividing 
1,000,002  by  the  number  of  horsepower  which  could  be  sold. 

Question.  Let  us  put  it  another  way.  You  referred,  did  you  not,  to  68,000 
horsepower  at  $18  a  horsepower? 

Answer.  Yes. 

Question.  As  making  that  up.     What  would  that  make  in  exact  figures? 

Answer.  Why,  that  $18  per  horsepower  is  a  round  figure.  I  think  dividing 
1,216,000  by  68  gives  a  little  less  than  $18  a  horsepower — 17  and  a  fraction. 

Question.  If  you  multiplied  68,000  by  18  you  would  get  1,224,000,  wouldn't 
yon? 

Answer.  I  think  so;  yes. 
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Question.  Which  is  approximately  1,216,000? 

Answer.  Yes. 

Question.  What  I  wanted  to  get  at  was :  Did  you  arrive  at  that  sum  forward 
or  backward? 

Answer.  I  have  been  over  these  figures  both  ways,  and  yesterday  when  I  read 
into  the  record  figures  in  which  I  arrived  at  a  price  of  $18  per  horsepower,  I 
worked  it  one  way ;  the  commission  seemed  to  have  difliculty  in  understanding 
those  figures  and  asked  for  a  written  set-up  and  that  had  to  be  clear.  In  fact 
I  think  it  was  brought  out  here  that  they  preferred  that  statement  which  would 
start  with  gross  and  put  in  the  operating  expenses,  subtract  from  that  gross, 
and  arrive  at  net. 

Question.  It  was  an  accident  that  it  came  out  within  seven  or  eight  thousand 
dollars — that  your  conclusion  of  $18  per  horsepower  on  your  68,000  salable 
horsepower  could  work  out  just  no  more  and  no  less  than  the  allowed  return? 

Answer.  That  was  the  way  the  $18  was  arrived  at  originally. 

Question.  Now.  but  you  worked  your  $18  yesterday  by  calculating  your  figures 
based  on  the  production  of  the  plant,  did  you  not? 

Answer.  Yes ;  and  I  would  arrive  at  it  again — you  can  arrive  at  it  again 
by  taking  this  figure  and  dividing  it  by  the  production  of  the  plant. 

Question.  Then  you  didn't  approximate  it  in  any  way? 

Answer.  You  have  three  figures.  A,  B,  and  C.  Divide  A  by  B  and  you  get 
C.     Multiply  C  by  B  and  you  get  A. 

Question.  Now,  leaving  that:  How  many  kilowatt-hours  would  be  produced 
out  of  this  68,000  horsepower? 

Answer.  Four  hundred  and  forty-five  million. 

Question.  Now,  what  would  be  the  selling  price  per  kilowatt-hour  that  that 
would  mean  to  make  your  gross  revenue? 

Answer.  About  2.7  mills. 

Question.  And  what  would  be  the  cost  of  operating  expenses  outside  of  the 
items  of  allowed  return  based  on  the  same  production  of  kilowatt-hours? 

Answer.  Per  kilowatt-hour,  you  mean? 

Question.  Yes. 

Mr.  Kelly.  That  2.7  includes  the  operating  costs  as  well  as  the  allowed 
return. 

Mr.  ScATTERGOOD.  Yes ;  I  wanted  to  separate  it  into  the  two  elements. 

The  Witness.  About  1.3  mills. 

Question.  If  you  deduct  that  from  the  2.7  mills  what  do  you  get? 

Answer.  One  and  four-tenths. 

Question.  In  other  words,  the  operating  expenses  and  an  allowed  return  are 
just  about  50-50  on  the  2.7  mills? 

Answer.  Yes. 

Question.  Well  then,  isn't  that  a  very  unusually — or  what  have  you  to  say 
about  the  relative  cost  of  this  operation's  expenses  as  compared  to  other 
plants?     Is  this  cheaper  or  just  about  the  same? 

Answer.  Well,  I  don't  know  that  I  can  make  a  comparison  without  having  the 
figures  of  other  plants  before  me  to  include  items  comparable  with  these. 
When  you  speak  of  operating  expense,  there  are  several  items  in  here  which 
are  not  ordinarily  classified  as  operating  expense. 

Question.  I  meant  operating  cost  of  all  the  items  apart  from  the  interest 
on  the  investment. 

Answer.  Yes. 

Question.  There  is  nothing  abnormal  in  this  situation? 

Answer.  No.  I  think  this  is  comparable  with  other  plants.  There  is  no 
reason  why  it  should  not  be. 

Question.  Exactly.  Broadly  speaking,  didn't  you  approach  this  calculation 
of  yours  from  the  standpoint  of  being  conservative? 

Answer.  Yes. 

Question.  Very  conservative? 

Answer.  Not  too  conservative. 

Question.  But  very  conservative,  wasn't  it? 

Answer.  I  would  say  just  about  conservative  enough. 

Question.  Well,  wasn't  it  ultraconservative  in  some  respects? 

Answer.  No ;  I  could  make  figures  even  more  conservative  than  these. 
I  would  not  call  it  ultraconservative. 

Question.  You  could  make  them  even  more  conservative,  could  you? 

Answer.  Yes. 
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Question,  And  still  satisfy  your  conscience? 

Answer.  Yes.  I  could  assume  some  unforseen  contingency  that  miclit  happen 
to  this  development  that  would  seriously  upset  the  figures. 

Question.  Wasn't  that  really  the  object  of  your  making  these  very  con- 
servative estimates? 

Ans-wer.  Well,  there  is  always  an  object  in  making  conservative  figures  in 
that  you  can't  be  reasonably  sure  you  can  live  up  to  them. 

Question.  Wasn't  there  some  further  modification? 

Answer.  Not  any  further  than  that ;  no.  They  were  made  on  the  same  basis 
that  I  continually  make  similar  figures  to  show  what  can  be  done  with  new 
prospective  developments,  line  extensions,  new  business  developments,  to  war- 
rant the  expenditure  of  money  in  those  developments. 

Question.  Well,  when  you  as  chief  engineer  of  this  company  made  a  study 
of  the  two  reports  to  the  Montana  Power  Co.,  did  you  present  to  them  nothing 
but  a  conservative  statement  on  these  lines? 

Answer.  I  want  to  say  that  I  presented  nothing  but  a  conservative  state- 
ment :  in  fact  I  have  made  statements  and  estimates  and  figures  for  about 
since  the  thing  was  first  thought  of,  I  may  have  made  figures  showing  what 
might  possibly  be  done  under  the  most  favorable  circumstances,  and  others 
that — what  might  be  done  under  unfavorable  circumstances,  but  I  think  thig 
is  a  fair  average  ordinarily  conservative  statement. 

Question.  Wasn't  this  the  picture  that  might  be  drawn  under  the  most  un- 
favorable circumstances? 

Answer.  No ;  it  wasn't. 

Question.  Would  you  be  willing  to  put  before  us  the  picture  that  you  drew 
under  the  more  or  the  most  favorable  circumstances? 

Answer,  I  don't  say  that  I  did  draw  any  such  statement,  I  say  I  may  have. 
You  asked  me  about  all  the  statements  I  may  have  made  in  the  past,  and  I 
don't  remember  it  in  detail.     I  know  I  have  made  a  good  many. 

Question.  I  was  trying  to  get  at  whether  the  directors  of  the  Montana  Power 
Co.  would  consider  themselves  fully  posted  as  to  the  possibilities  of  this  site 
if  they  had  nothing  before  them  but  the  statement  that  you  here  prepared.  Do 
you  think  it  would  interest  them  as  much  as  by  any  other  kind  of  statement  you 
might  equally  well  prepare? 

Answer.  Well,  that  is — when  you  say  that  I  might  .iust  as  well  prepare,  I 
wouldn't  admit  that  a  different  statement  than  this  and  a  more  optimistic  one 
Would  be  as  good  a  statement  to  present  as  this. 

Quesion.  Well,  it  errs  on  the  conservative  side  in  that,  doesn't  it? 

Answer.  I  wouldn't  say  it  erred  on  the  conservative  side. 

Question.  Would  it  be  erring  on  the  conservative  side  to  leave  out  of  the 
picture  entirely  the  beneficial  effect  of  this  plant  upon  the  Thompson  Falls 
plant  that  we  spoke  about  this  morning? 

Answer.  I  don't  think  so.  The  reason  for  that  is  that  I  found  that,  if  there 
are  some  incidental  advantages,  accruing  to  a  project,  there  are  also  equally 
liable  to  be  some  incidental  disadvantage  which  might  be  overlooked,  and  I 
prefer  to  offset  one  against  the  other  in  making  a  conservative  statement,  and 
not  present  those  in  favor  of  it  and  discard  all  the  unfavorable  conditions. 

Question.  Well,  have  you  left  out  of  your  consideration  here  any  of  the  un- 
favorable conditions? 

Answer,  Why,  the  conditions  I  have  included  are  merely  these 

Question.  In  other  words,  there  were  no  other  unfavorable  conditions  to 
off.set  against  the  favorable  ones  that  you  did  leave  out? 

Answer.  I  don't  say  that ;  no. 

Question.  Well,  what  do  you  say? 

Answer.  I  say  there  may  be  unforeseen,  unfavorable  conditions.  There 
usually  are  in  most  every  project. 

Question.  You  haven't  taken  account  of  those  in  these  low  estimates  you 
have  given  us? 

Answer,  Well,  the  estimates  are — I  have  tried  to  make  them  low  enough  to 
be  safe  considering  all  feature  contingencies,  both  favorable  and  unfavorable, 
balancing  one  against  the  other. 

Question,  Then  there  are  no  other  unfavorable  features  that  you  have  left 
out  of  consideration? 

Answer.  I  made  this  statement  up  to  represent  my  best  Judgment  as  to  the 
conditions. 

Question.  That  Is  all  right.    I  just  want  your  answer. 
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Now,  in  regard  to  the  favorable  features  that  you  did  leave  out,  you  will 
admit,  v^ill  you  not,  that  you  left  out  that  Thompson  Falls  plant,  which  was 
a  very  great  real  value  to  the  Montana  Power  Co.  if  it  gets  this  site? 

Answer.  I  didn't  include  that  in  this  statement. 

Question.  Did  you  include  anything  as  to  the  diversification  feature  that 
comes  by  virtue  of  hooking  up  the  plants  east  of  the  Rockies  and  west  of  the 
Rockies  ? 

Answer.  I  considered  that  in  making  the  so-called  utilization  factor  85  per 
cent. 

Question.  Even  considering  that,  you  only  reached  85  per  cent,  did  you? 

Answer.  Yes.     If  it  hadn't  been  for  that  I  would  have  made  it  lower. 

Question.  How  much  did  you  allow  for  that? 

Answer.  The  difference  between  80  and  85. 

Question.  On  that  factor  alone? 

Answer.  Yes. 

Question.  I  hope  later  in  the  record  we  may  develop  a  little  bit  more  in 
detail  just  exactly  what  basis  there  is  for  that,  because  we  would  like  to 
have  for  the  study  of  the  facts,  the  actual  facts  of  the  water  flow  differences 
between  the  east  and  the  w^est  side  of  the  Rockies.  Can  you  tell  us  now  about 
that,  or  would  you  prefer  to  prepare  that  and  submit  it  later  in  more  concrete 
form? 

Answ^er.  I  can't  give  you  definite  figures  now^  because  I  haven't  them. 

Question.  You  could  ge  them,  couldn't  you,  and  make  it  really  an  engineering 
conclusion? 

Answer.  I  think  so ;  yes. 

Question.  Although,  in  speaking  for  the  Federal  Power  Commission,  I  may 
say  it  would  be  helpful  to  them  as  well  as  some  of  the  others  who  are  intensely 
interested  to  have  that  factor  more  reliable. 

Mr.  Kelly.  Do  I  understand  we  are  preparing  more  tables? 

Mr.  ScATTERGOOD.  Ycs.  I  would  say,  Mr.  Kelly,  it  is  an  awkward  position 
for  me  as  a  kind  of  outside  party  at  interest,  representing  merely  the  Indians, 
to  develop  an  engineering  side  of  this  thing  when  really  it  is  a  matter  for  the 
Federal  Power  Commission  to  develop ;  and  I  would  rather  leave  this  to  Colonel 
Tyler  or  somebody  else  to  formulate  the  question  in  the  w^ay  in  w^hich  he  would 
like  to  have  it  presented.     Could  you  help  us  out  on  that,  Colonel  Tyler? 

Mr.  Kelly.  I  might  suggest  in  connection  with  your  examination  with  refer- 
ence to  the  Thompson  Falls  plant,  that  the  same  benefits  would  accrue  to  the 
Thompson  Falls  plant  whether  we  developed  this  power  or  somebody  else  does. 
When  this  water  is  released  and  flows  down  the  river  and  passes  through  the 
Thompson  Falls  wheels,  that  plant  will  use  it  whether  we  develop  it  or  not. 
I  don't  know  whether  the  charge  to  us  will  be  more  than  to  anybody  else. 

Mr.  ScATTERGOoD.  The  benefit  would  be  to  the  Thompson  Falls  plant? 

Mr.  Kelly,  Why,  yes ;  and  the  water  in  Montana  does  not  belong  to  the 
Indians ;  it  belongs,  I  reassert,  to  the  people  of  Montana,  and  that  the  bene- 
fits of  the  Thompson  Falls  plant  as  a  result  of  these  cheaper  rates  accrue  to 
the  people  of  Montana,  It  belongs  to  them  and  does  not  belong  to  the  Indians 
or  the  Federal  Government,  That  is  mountainous  water,  and  when  it  increases 
Tjy  virtue  of  this  development,  it  results  in  the  production  of  power  more  cheaply 
and,  as  a  result,  better  rates  can  be  given  to  the  people  of  Montana,  and  it  is 
to  them  that  it  belongs,  not  to  the  Indians,  not  to  the  Government  of  the 
United  States,  not  to  the  white  settlers  on  the  project ;  it  belongs  to  all  the 
people  of  Montana. 

Mr.  ScATTERGOOD.  I  would  like  to  submit  that  in  the  study  that  the  Federal 
Power  Commission  is  to  make  of  the  whole  proposition,  the  interests  of  the 
general  consuming  public,  the  Indians,  and  of  the  particular  group  of  w^hite 
settlers  in  the  neighborhood — that  all  factors  relating  to  all  three  of  these 
groups,  in  order  to  get  a  right  answer,  ought  to  be  taken  under  cognizance 
hy  the  commission,  and  must  be.  It  is  a  question  of  the  advantage  that  comes 
to  the  Montana  Power  Co.  if  it  is  a  successful  applicant,  through  extra  flow 
out  of  Thompson  Falls. 

Mr.  Kelly.  Has  that  anything  to  do  with  the  price  the  Indians  should  get 
out  of  this  project? 

Mr.  ScATTERGOOD.  Very  decidedly. 

By  Mr.  Ely: 

Question.  Let  me  ask  you :  Whether  you  build  a  dam  at  Flathead,  if  you  do 
not  install  power  machinery  there  but  develop  power  at  Thompson  Falls,  do 
you  think  the  Indians  would  be  entitled  to  no  rental  for  the  site  at  Flathead? 
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Answer.  I  don't  know  as  to  that. 

Mr.  Kelly.  Under  the  license  law,  yoii  mean?  That  is  so  provided  in  the 
law,  yes.     That  hasn't  anything  to  do  with  this  plant. 

Mr.  Ely,  I  say,  Mr.  Scattergood's  proposition :  Suppose  you  weren't  going 
to  develop  a  single  horsepower  at  Flathead  but  develop  all  at  Thompson  Falls, 
do  you  think  the  Indians  would  be  entitled  to  no  rental  for  the  Flathead  site 
because  of  that  benefit  accruing  to  your  Thompson  Falls? 

Mr.  Kelly.  My  understanding  of  the  law  is  that  it  is  the  function  of  this 
commission  to  determine  what  is  a  fair  return  or  rental  to  the  Indians  for 
the  lands  which  are  to  be  occupied  by  this  dam  and  flood  by  this  storage ;  that 
when  that  is  determined,  that  is  the  extent  of  the  Indians'  right,  and  this 
water  and  the  use  of  it  does  not  and  never  has  belonged  to  the  Indians.  It 
belongs  to  the  people  of  the  State  of  Montana,  and  to  them  should  accrue  any 
benefits  that  go  from  the  development  and  use  of  this  water  and  turning  it  into 
power  and  energy  for  their  use.  That  benefit  should  go  to  them,  and  the 
Indians  are  entitled  to  a  fair  return;  and  the  value  of  this  water  down  at 
Thompson  Falls  or  over  on  the  east  side  of  the  mountains  hasn't  anything  to 
do  with  the  rental  value  of  these  Indians'  lands,  in  my  judgment. 

Mr.  Ely.  I  think  the  question  of  what  a  fair  rental  value  to  the  Indians  is 
depends  on  the  benefit  to  the  man  who  uses  the  land  by  their  permission. 

Mr.  Kelly.  I  don't  think  so.     The  benefit  accrues  from  the  use  of  the  water. 

Mr.  Ely.  That  won't  help  him  much  if  he  never  uses  the  land  to  build  a 
dam  on. 

Mr.  Mason.  That  wouldn't  do  any  good  if  they  didn't  have  the  land. 

Mr.  Dixon.  The  land  would  be  no  good  without  the  water. 

Mr.  Scattergood.  Who  in  this  instance  owns  above  the  land  and  the  site 
over  which  the  water  is  to  flow?     It  is  only  for  the  Indians,  is  it  not? 

Mr.  Dixon.  It  is  owned  by  the  Flathead  Indians. 

Mr.  ScATTEEGOOD.  The  Government  is  the  trustee  of  those  Indians. 

By  Mr.  Scattergood: 

Question.  Do  you,  Mr.  Cochrane,  think  that  the  rental  value  to  the  Indians 
that  Mr.  Kelly  refers  to  should  be  based  on  an  acreage  price,  which  is  usually 
the  measurement  of  land? 

Answer.  I  don't  attempt  to  interpret  the  law  in  that  respect.  Of  course, 
I  may  be  a  little  bit  prejudiced  on  this  thing.  I  don't  think  the  Indians 
or  the  white  settlers  ought  to  get  anything.  I  think  the  power  plant  should 
be  developed  at  its  actual  cost  and  all  the  people  within  transmission  range 
of  that  power  plant  should  get  the  advantage  of  it.  That  is  my  personal 
opinion,  but  I  will  admit  I  am  prejudiced. 

Question.  Isn't  it  a  pity  you  weren't  a  Member  of  Congress  at  the  time  the 
law  was  passed  in  1920  that  provided  what  the  compensation  should  be  when 
a  site  is  taken  on  Indian  lands  so  you  could  have  modified  that  law  in  ac- 
cordance with  the  opinion  you  just  expressed? 

Answer.  I  think  you  really  ought  to  ask  Mr.  Kelly  that  question.     [Laughter.] 

Question.  I  guess  it  is  beyond  our  powers  at  least  to  change  the  law.  The 
law  does  say  that  the  rent  to  be  paid  to  the  Indians  or  Indians'  land  when  a 
power  site  is  used  shall  be  paid  to  the  Indians  in  accordance  with  the  most 
valuable  purposes  for  which  the  lands  can  be  used.  What  in  this  case  is  the 
most  valuable  purpose  for  which  the  lands  can  be  used? 

Answer.  I  presume  the  development  of  power. 

Question.  If  you  were  the  owner  of  this  power  site  would  you  sell  it  on 
an  acreage  basis?  Aren't  we  really  bound  to  reach  the  conclusion  that  the 
only  measure  of  value  for  this  power  site  is  not  the  acreage  but  it  is  the 
amount  of  money  that  can  be  made  out  of  the  site? 

Answer.  That  is  my  opinion  of  the  law,  yes,  as  far  as  that  goes. 

Question.  Then  we  agree  on  that.  Well  now,  coming  back  to  the  general 
purpose  that  I  asked  you  about  behind  your  calcuhitions  leading  up  to  a 
conservative  figure,  I  would  like  to  take  up,  one  by  one,  the  different  items 
that  you  have  treated  conservatively  and  just  ask  you  a  few  questions  with 
regard  to  them. 

You  spoke  this  morning  in  answer  to  the  Secretary's  question.  Sec  letary 
Wilbur's  question,  about  the  general  efficiency,  and  I  presume  you  rcfc  i  'cd  to 
over  all  efficiency  that  you  felt  that  you  would  get.  If  I  am  not  (nn(<tiy 
quoting  you.  please  correct  me — that  you  were  getting  a  really  representative 
average  based  on  your  experience  when  you  took  this  figure  of  70  per  cent  for 
over-all  efficiency  basis  for  this  plant? 

Answer.  Average  over-all  efficiency;  yes. 
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Question.  Well,  now,  isn't  tliat,  in  consideration  of  the  present  advance  of 
the  art,  an  unusually  low  figure? 

Answer.  I  don't  think  so. 

Question.  Do  you  mean  to  say  it  is  not  a  generally  low  figure  or  is  it  not  an 
unusually  low  statement  of  it? 

Answer.  That  is  my  opinion  of  a  fair  figure  to  use.  I  don't  think  you  can 
go  beyond  that.     I  still  have  that  opinion. 

Question.  Isn't  your  company  as  able  to  get  as  good  over-all  eflficiency  as  can 
generally  be  obtained? 

Answer.  Probably. 

Question.  With  your  own  experience  as  chief  engineer,  with  all  the  plan  and 
developing  and  engineering  ability  of  the  Montana  Power  Co.,  backed  by  the 
Electric  Bond  &  Share  Co.,  isn't  it  likely  that  you  are  going  to  be  able  to  go 
just  as  far  in  taking  advantage  of  the  advance  of  the  art  as  anybody  else  could? 

Answer.  I  think  so. 

Question.  Do  you  mean  to  say  that  the  figure  of  70  per  cent  is  as  far  as  the 
art  has  advanced  to-day? 

Answer.  I  think  that  fairly  represents  what  we  could  expect  to  get  out  of 
this  particular  plant  under  these  particular  conditions  of  storage.  There  may 
be  other  more  favorable  conditions  which  would  give  a  higher  efliciency ;  and, 
Mr.  Scattergood,  as  far  as  that  goes,  I  made  these  figures  primarily  to  put  our 
two  propositions  on  an  equal  basis.  Now,  if  it  should  develop  that  we  can, 
instead  of  getting  70  per  cent,  get  72  or  73  or  possibly  as  high  as  75  per  cent, 
we  would  be  able  to  sell  more  power  and  make  more  earnings,  but  I  am  not 
sure  we  can  do  that. 

Question.  Exactly ;  but  I  know  it  was  to  your  interest  to  make  just  as  poor 
a  showing  as  possible,  was  it  not — not  with  respect  to  the  other  applicant,  be- 
cause, of  course,  you  put  yourselves  in  the  position  of  making,  if  both  figures 
are  correct,  a  poorer  showing  than  they  have  made. 

Answer.  I  don't  see  how  it  is  to  our  advantage. 

Question.  Don't  you  think  the  poorer  showing  you  can  make,  the  less  you 
calculate  to  be  coming  to  the  Indians?  Isn't  that  motive  enough  to  make  a 
poor  showing  in  that  respect  alone? 

Answer.  The  amount  that  is  coming  to  the  Indians  will  be  established  as  a 
matter  of  fact.     My  estimate  does  not  affect  it. 

Question.  It  might  be  a  factor,  wouldn't  it? 

Answer.  I  don't  see  how  it  could.  We  will  certainly  generate  all  the  power 
we  can  there  and  pay  them  all  we  generate.     That  is  a  matter  of  fact. 

Question.  Precisely.  The  more  you  generate,  the  more  the  Indians  will  be 
paid,  but  they  will  be  paid  a  price  that  will  have  been  fixed  in  advance,  in  all 
probability? 

Answer.  That  price,  as  far  as  we  are  concerned,  has  already  been  fixed.  I 
mean  that  is  our  offer.     We  are  not  proposing  to  offer  any  more. 

Question.  You  don't  think  that  is  the  last  word  there  is  to  he  said  on  that 
subject,  do  you? 

Answer.  I  was  hoping  to  get  it  reduced.     (Laughter.) 

Question.  W^hat  were  the  factors  that  you  used  in  calculating  that  one  dollar 
to  the  Indians? 

Answer.  That  was — I  might  say  that  that  was  not  calculated  at  all  when 
the  figures  were  originally  made  as  an  offer. 

Question.  There  is  no  more  virtue  in  that  figure  of  a  dollar  to  the  Indians 
per  horsei)ower?     There  is  no  final  virtue,  I  would  say,  because  you  offered  it? 

Answer.  That  figure,  I  can  explain,  was  a  figure  which  was  made  because  in 
our — without  making  any  detailed  estimates  as  to  what  we  could  afford  to  pay 
for  this  particular  site  we  said  general  power  at  a  site  like  this  may  be  worth 
$20  a  horsepower.  We  were  selling  that  at  Great  Falls  and  used  that  as  a 
general  figure  without  making  any  estimates,  and  that  a  dollar  a  horsepower — 
that  is,  5  per  cent  of  that  probably  would  not  be  a  ruinous  figure. 

Mr.  Kerr.  Mr.  Corcoran  did  not  make  that  price.  I  made  the  price.  I  will 
tell  you  how  I  made  it 

Mr.  Scattergood.  When  you  come  back  on  the  stand  it  will  be  time  to  tell. 

Mr.  Ely.  It  was  more  or  less  a  contract  relation? 

Mr.  Kerr.  No.  it  was  the  forest  rule. 

Mr.  Scattergood.  But  that  rule  is  no  longer  in  existence. 

Mr.  Kerr.  It  was  at  that  time,  and  we  are  paying  at  that  rate  now. 

Mr.  Scattergood.  You  have  passed  from  that  time,  have  you  not? 

Mr.  Kerr.  Yes.     They  predicted  that  rule 

Mr.  Scattergood.  Because  it  was  not  an  adequate  rule? 
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Mr.  Kerr.  That  is  what  it  was  based  on. 

Mr.  Scattergood.  Thank  you  very  much  for  enlightening  us  on  that,  Mr. 
Kerr.  I  thought  it  was  not  based  on  any  calculations  of  the  earning  power  of 
this  site  because  it  is,  of  course,  inadequate  in  that  respect. 

By  Mr.  Scattergood: 

Question.  Coming  back  to  the  question  of  this  over  all  efficiency :  Am  I  wrong 
when  I  recollect  that  in  the  Conowingo  case  the  applicant  for  that  license  went 
there  and  put  his  best  foot  foremost,  not  the  worst  foot  as  you  are  trying  to  put 
forward?  It  seems  to  me  they  came  forward  with  a  guaranty  from  the  makers 
that  they  in  the  case  of  Conowingo  would  get  an  88  per  cent  over  all  efficiency. 

Do  you  know  anything  about  that,  Mr.  Cochrane? 

Answer.  I  don't  know  for  sure,  but  I  think  that  is  a  very  probable  figure. 

Question.  Are  there  essential  factors 

Answer.  Wait  a  minute.  I  want  to  take  it  back.  It  was  over  all  average 
efficiency. 

Question.  The  over  all  efficiency,  yes.  The  over  all  efficiency  basis  covering 
the  machinery  and  the  utilization  of  water  in  the  wheels  and  generators. 

Answer.  I  might  point  out  there  is  a  difference  there  between  the  operation  of 
that  plant  and  the  operation  of  our  plants — a  very  important  difference,  and 
that  is  that  they  are  connected  with  a — or  I  think  they  are  now,  or  at  least 
they  will  be,  I  presume,  from  now  connected  with  the  large  steam  plant,  and 
they  have  the  ability  to  operate  that  plant  at  the  very  maximum  point  of 
efficiency  curve  of  each  generator — absolutely  ideal  conditions,  and  their  load 
is  in  no  way  controlled — the  load  on  that  plant  is  in  no  way  controlled  by 
the  load  on  that  entire  system.  It  might  be  pointed  out  we  can  do  the  same 
thing  in  connection  with  our  water  powder  system,  but  if  we  did  we  would  force 
the  adjustment  of  the  load  from  this  plant  back  on  to  our  other  plants,  whereas 
I  would  consider  it  would  be  a  fair  thing  to  assume  that  each  plant  in  the 
system  should  share  equally  in  responsibility  of  caring  for  the  load. 

Question.  Following  that  up,  you  would  be  penalizing  this  plant  to  a  point 
below  its  real  maximum  in  order  to  equalize  this  and  all  the  other  plants 
together? 

Answer.  Not  at  all. 

Question.  Isn't  that 

Answer.  I  said  it  would  be  fair  to  assume  that  the  plant  would  be  so 
operated  that  it  would  share  equally  with  the  other  plants  in  the  necessary 
adjustments  of  load  to  the  efficiency  characteristics  of  the  wheels — not  give 
this  plant  all  the  advantage  nor  take  it  all  off  the  other  plants. 

Question.  Then,  in  other  words,  it  would  be  a  factor,  wouldn't  it,  that  this 
has  not  been  used  to  its  maximum  because  you  would  be  sharing  some  of  that 
surplus,  if  you  call  it  that,  with  the  other  plants? 

Answer.  I  think  that  is  rather  a  misleading  question,  because  if  this  plant 
were  operated  on  its  own  load,  independent  of  other  plants,  it  would  be  still 
in  a  still  worse  position  in  that  respect ;  in  other  words,  the  mere  tying  it  into 
the  system  and  operating  all  plants  equally,  taking  their  share  of  the  load  and 
the  variations  of  the  load,  will  result  in  a  better,  more  favorable  load  on  this 
plant  than  if  it  were  operated  as  a  single  plant  with  a  load  of  its  own  because 
the  total  load  must  necessarily  be  smaller. 

Question.  Just  let  me  ask  you  a  question  that  your  answer  suggests: 

Would  it  be  economy  for  the  Montana  Power  Co.  to  build  some  steam  plant 
in  the  proximity  of  the  very  cheap  coal  that  Mr.  Kerr  has  told  us  about  exists 
in  Montana  so  it  could  be  used  as  a  standby? 

Answer.  I  don't  think  it  would  be  at  the  present  time,  but  if  it  becomes 
more  and  more  difficult  for  us  to  develop  water  power,  I  tliink  we  would  prob- 
ably come  to  that. 

Que.stion.  But  you  haven't  reached  it  yet? 

Answer.  No. 

Question.  Isn't  there  something  that  is  the  equivalent  of  that  stabilization 
or  standby  from  steam  through  this  diversification  of  the  waters  on  the  east 
and  the  west  sides  of  the  Rocky  Mountains  by  the  low  water  periods?  You  have 
something  of  the  same  standby  opportunity,  do  you  not? 

Answer.  So  far  as  that  comparison  goes,  no. 

Question.  Not  to  any  extent  at  all? 

Answer.  I  don't  think  so. 

Question.  Well,  now,  are  there  any  other  factors  in  this  situation  that  would 
cause  you  to  get  less  over-all  efficiency  at  the  Flathead  site  No.  1  than  prevails 
elsewhere  in  general  practice? 
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Answer.  I  don't  know  that  it  is  lower  than  the  general  practice.  Conowingo 
is  a  very  special  case. 

Question.  I  mean  with  the  most  modern,  up-to-date,  last-word  plants. 

Answer.  That  is  what  I  mean,  too. 

Question.  And  there  are  no  special  features  in  this  case — physically,  I  mean? 

Answer.  I  don't  think  so ;  no. 

Question.  Well,  then,  that  would  mean  that  you  feel  you  can't  do  as  well  as 
is  often  done,  we  will  say,  at  other  plants,  in  spite  of  the  fact  that  there  are 
no  special  physical  features  here  that  would  be  a  handicap  to  youV 

Answer.  I  haven't  said  that ;  no.     That  was  your  idea. 

Question.  Where  is  that  wrong? 

Answer.  What  is  that? 

Question.  Where  is  it  wrong? 

Answer.  I  haven't  any  information  that  the  general  run  of  plants  of  this 
type  make  any  higher  efficiency  than  that. 

"^  Question.  Well,  I  imagine  I  am  pretty  dense  about  it,  and  I  will  have  to  ask 
you  to  excuse  me,  but  you  haven't  made  it  clear  to  me  why  a  brand-new  plant, 
built  three  or  four  years  after  Conowingo,  should  only  have  an  over-all  efficiency 
basis  of  70  per  cent  when  Conowingo  has  a  basis  of  88  per  cent  guaranty ;  and 
you  say  that  there  are  no  physical  features  as  between  the  two  that  would  be 
adverse  to  Flathead. 

Answer.  Who  is  it  guaranteed  by?    Who  was  actually  affected? 

Question.  It  is  guaranteed  by  the  makers  of  the  machinery,  i  know  that  was 
the  case  when  the  case  came  up. 

Answer.  I  think  your  information  must  be  wrong,  because  the  makers  of  the 
machinery — and  that  is  where  the  guaranty  came  from — certainly  would  not 
guarantee  what  the  over-all  average  efficiency  of  the  plant  will  be. 

Question.  Stone  &  Webster's  chief  engineer  maintained  as  one  of  the  im- 
portant factors  in  their  case  that  they  could  reach  that  standard  of  efficiency, 
and  he  quoted  Stone  &  Webster's  experience  at  the  Kookuk  Dam  in  the  Missis- 
sippi to  justify  his  boldness  in  making  such  a  high  figure. 

Answer.  I  thought  you  said  it  was  guaranteed  by  the  manufacturers  of  the 
machinery. 

Question.  It  was,  and  it  was  also 

Answer.  They  can't  guarantee  as  to  how  that  plant  is  going  to  be  operated 
and  whether  the  units  will  all  be  operated  at  the  peak  of  efficiency  curve  at  all 
times. 

Question.  It  was  guaranteed  they  would  do  that  much  at  least. 

Answer.  One  single  unit  can  do  that  much  at  the  peak  of  efficiency  curve. 

Question.  Of  course,  we  can  have  the  Geological  Survey  make  the  data  for 
us  as  to  exactly  what  has  happened,  but  at  the  moment  what  I  had  in  mind  was 
simply  to  call  attention  to  the  fact  that  other  people  seem  to  talk  about  higher 
over  all  efficiency  than  70  per  cent. 

Answer.  I  know  they  talk  about  it. 

Question.  And  you  feel  that  you  can't  do  as  well  as  the  rest  of  them  have  been 
under  the  particular  conditions  existing  at  Flathead? 

Answer.  I  feel  that  it  would  not  be  wise  to  guarantee  that  we  could. 

Question.  Well,  now,  let  us  pass  on  to  this  much-talked-of  utilization  factor. 

Answer  Mr  Scattergood,  remember  I  am  not  in  a  position  of  saying  that  it 
can  not  be  done. 

Question.  No;  I  don't  think  you  are. 

Answer.  I  merely  say  that  is  a  conservative  estimate. 

Question.  I  am  very  sure  you  would  not  make  such  a  statement  to  your 
directortors,  that  it  could  not  be  done,  I  mean. 

Now,  let  us  pass  on  to  the  utilizataion  factor.  You  heard  Mr.  Kerr  testify 
yesterday  when  I  asked  him  about  the  conversation  that  we  had  had  at  St. 
Ignatius,  in  reference  to  what  he  told  me  then  they  expected  to  generate  and 
sell  in  regard  to  power ;  and  although  I  misunderstood  him  or  he  misstated  at 
the  time  the  figures  that  were  corrected  yesterday  were  to  this  effect :  That  he 
expected  130,000  kilowatts  for  four  months  and  83,000  kilowatts  for  eight 
months. 

Did  you  hear  Mr.  Kerr  make  that  statement? 

Answer.  No. 

Question.  Weren't  you  here  yesterday? 

Answer.  I  thought  you  were  talking  about  something  he  said  at  St.  Ignatius. 

Question.  I  asked  him  yesterday  about  that  conversation,  and  he  said  yes, 
but  the  figures  were  reversed ;  we  had  the  eight  months  and  the  four  months 
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interchanged  through  his  mistake  or  mine,  but  he  corrected  them  yesterday. 
Didn't  you  hear  him  say  that? 

Answer.  I  remember  that  discussion  about  the  eight  months  and  the  four 
months. 

Question.  But  you  did  not  take  it  seriously? 

Answer.  Why,  I  don't  remember  exactly  now  the  context  of  the  conversation 
or  what  it  was  about,  if  you  will  ask  me  that  question  again. 

Question.  I  just  simply  say,  you  heard  Mr.  Kerr  make  that  statement 
yesterday  ? 

Answer.  I  don't  know  now  fexactly  what  the  statement  was.  That  is  the 
point. 

Question.  That  he  was  correcting  the  conversation  between  us  made  at  St. 
Ignatius  to  the  effect  that  there  would  be  130,000  kilowatts  for  four  months 
producible  and  salable  by  that  plant  and  83,000  for  eight  months.  That  is  the 
figure  that  he  stated  to  be  out  there,  and  that  was  repeated  yesterday;  and  I 
ask  you  did  you  hear  him? 

Answer.  I  presume  I  heard  him  if  I  was  here — are  those  figures  kilowatts  of 
horsepower  ? 

Question.  Kilowatts ;  and  he  gave  it  to  me  and  I  put  it  down  in  a  notebook  at 
the  time  Mr.  Kerr  had  that  little  desk  there  in  the  irrigation  office  at  St. 
Ignatius.  I  w^as  very  much  interested  in  the  whole  story  he  told  me,  because 
it  was  the  first  initiation  into  the  whole  matter  of  the  Flathead  power  site  that 
I  had  been  privileged  to  have,  and  he  threw  a  great  deal  of  light  on  it  and  I 
put  it  right  down  as  he  said  it.  He  furthermore  said  that  it  would  be  83  per 
cent  load  factor. 

Now,  would  you  mind  taking  your  pencil  in  hand  and  calculating  what  those 
figures,  if  correct — and  we  will  assume  that  on  that  basis — would  amount  to  in 
kilowatt-hours,  or,  rather,  in  average,  in  horsepower  per  year?  One  hundred 
and  thirty  thousand  by  four  months  and  83,000  by  eight  months. 

Answer.  Are  these  average  figures  or  maximum  demand? 

Question.  I  am  just  quoting  it  as  he  gave  it  to  us.  I  am  just  asking  you  to 
convert  them,  and  then  we  can  talk  about  it  afterwards. 

Answer.  I  can't  convert  them  into  average  prime  horsepower  unless  I  know 
whether  they  are  average  demand  figures  or  maximum  demand  figures. 

•Question.  Well,  here  is  the  way  they  are  quoted,  that  they  expect,  to  realize 
83,000  kilowatts  low  fiow— he  meant  high  flow— and  130,000— no ;  83,000  low  and 
130,000  high  fiow.     No ;  it  is  the  other  way,  isn't  it,  Mr.  Kerr? 

Mr.  Kekr.  "  Kilowatts,"  of  course,  is  w^rong.  Nobody  could  expect  to  get 
130,000  kilowatts.     Of  course,  we  couldn't  do  that. 

Mr.  SCATTERGOOD.  But  you  are  installing  150.000  horsepower? 

Mr.  Kerr.  Yes;  130,000 

Mr.  Ely.  I  have  in  my  notes  of  yesterday's  testimony  *'  eight  months  80,000 
and  four  months  130,000  kilowatts." 

Mr.  Kerr.  It  is  obvious,  Mr.  Ely,  that  I  was  confused  between  kilowatts  and 
Iiorsepower,  trying  to  use  one  after  the  other.  I  habitually  use  "  kilowatts  " 
and  it  was  hard  for  me  to  speak  in  horsepower. 

Mr.  ScATTERGOOD.  I  dou't  kuow  anything  about  that,  Mr.  Kerr.  I  am  just 
quoting  what  you  said.     What  you  said  was  "  kilowatts." 

Mr.  Kerr.  I  expect  that  the  record  will  show  that  I  said  that. 

By  Mr.  Scattebqood: 

Question.  Mr.  Cochrane,  what  do  your  figures  come  to,  about?  About  how 
many  kilowatts  average  for  the  year  would  that  be? 

Answer.  (Cochrane)  Shall  I  take  Mr.  Kerr's  correction,  that  it  was  intended 
to  be  horsepower,  or  just  as  a  matter  of  academic  interest  you  would  like  to 
know  how  much  it  would  be  if  "horsepower"  were  "kilowatts"? 

Question.  Let  us  get  it  in  kilowatts  first. 
•Answer.  Do  you  mean  how  much  prime  power  or  average  power? 

Question.  It  amounts  to  about  98,000  kilowatts,  or  something  like  that, 
doesn't  it? 

Answer.  What  you  would  call  prime  power? 

Question.  I  am  not  calling  it  anything.     I  am  just  quoting  Mr.  Kerr. 

Answer.  I  am  asking  you  in  what  terms  you  want  the  answer. 

Question.  I  just  want  the  arithmetic  of  it. 

Answer.  I  can  not  do  the  arithmetic  without  knowing  what  the  answer  I  am 
trying  to  get  Is.    Is  It  prime  power? 
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Question.  Take  130,000  kilowatts  for  four  months.     How  much  would  that  be? 

Answer.  It  would  be  130,000. 

Question.  How  much? 

Answer.  One  hundred  and  thirty  thousand.  You  don't  increase  the  power  by 
increasing  the  time. 

Question.  What  I  am  trying  to  get  is  the  average  power  for  the  12  months  of 
;the  year. 

Answer.  Do  you  want  the  average? 

Question.  Yes  ;  average  it. 

Answer.  Not  prime  power? 

Question.  Whatever  it  is. 

Answer.  Well,  it  will  be  average  ;  it  won't  be  prime  power.  It  will  amount  to 
'97,000  kilowatts. 

Question.  It  is  just  a  little  bit  more  than  that,  isn't  it?  Well,  now,  convert 
.that  into  horsepower. 

Answer.  One  hundred  and  thirty  thousand. 

Question.  Now,  take  83  per  cent  load  factor  of  that. 

Answer.  Assuming  that  to  be  the  maximum,  83  per  cent  of  it? 

Question.  Yes. 

Answer.  One  hundred  and  eighty  thousand. 

Question.  One  hundred  and  eighty  thousand  horsepower? 

Now,  assuming  that  Mr.  Kerr  was  correct  and  knew  what  he  was  talking 
about,  would  that  108,000  horsepower  be  salable  power? 

Answer.  It  might,  if  you  could  find  a  customer  who  would  use  that  kind  of 
power  and  take  it  in  that  kind  of  way. 

Question.  If  it  is  salable  power,  w^ould  it  be  comparable  to  the  68,000  horse- 
power that  you  have  brought  forward  as  your  estimate? 

Answer.  No ;  it  would  not. 

Question.  In  what  respect  would  it  not  be  comparable? 

Answer.  The  68,000  horsepower  is,  in  the  first  place,  prime  power,  which 
means  that  it  is  continuous  at  all  seasons  of  the  year.  In  the  second  place  it 
is  the  average  amount  of  such  power,  as  I  estimate,  that  can  be  delivered  and 
sold  over  a  considerable  period  of  years. 

Question.  Well,  then,  Mr.  Cochrane,  Mr.  Kerr's  figures  were  incorrect,  were 
they? 

Answer.  Well,  they  do  not  represent  a  figure  that  is  comparable  to  the  68,000 
r  horsepower. 

By  Mr.  Ely: 

Question.  What  factor  has  been  left  out? 

Answer.  Well,  these  figures  that  I  have  made  here  under  Mr.  Scattergood's 
direction  show  the  average  power,  averaging  high-water  possibilities  with  the 
low.  As  a  matter  of  fact,  you  could  not  contract  for  firm  power  that  increases 
from  80,000  to  130,000  for  four  months  and  then  goes  down.  That  is  not  firm 
power,  averaging  that  high-peak  supply  throughout  the  year. 

By  Mr.  Scattergood  : 

Question.  Mr.  Cochrane,  knowing  the  water  flow  on  that  river  as  you  do, 
-could  you  get  four  months  of  130,000  kilowatts  out  of  it  in  the  flood  season? 

Answer.  I  think  you  might  some  years,  but  not  every  year. 

Question.  Well,  how  many  years?    About  what  percentage  of  the  years? 

Mr.  Bonner.  Is  that  assuming  an  installation  without  limit,  Mr.  Scatter- 
.  ^ood?- 

Mr.  Scattergood.  Yes ;  I  was  assuming  an  installation  of  that  kind.  He  said 
at  that  time  that  they  expected  to  install  160,000  kilowatt  capacity.  I  have 
modified  that  to  three  50,000  horsepower,  which  is  slightly  less.  But  I  am 
asking  this :  Let  us  take  up  this :  Do  you  expect  to  get  your  full  150,000  horse- 
power flow  for  four  months  in  the  year  so  that  your  installation  can  be  fully 
used? 

Answer.  As  far  as  actually  being  able  to  use  it  is  concerned,  I  don't  estimate 
that  we  can  generate  any  more  power  during  the  four  months  than  we  can 
during  the  rest  of  the  time. 

By  Mr.  Ely  : 

Question.  Is  that  because  there  is  no  market  for  it? 

Answer.  Because  it  is  not  feasible  to  sell  more  power  at  that  time  than  it  is 
.  at  any  other  time. 
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By  Mr.  Scattebgood: 

Question.  Then,  why  are  you  putting  in  this  great,  big  installation? 

Answer.  For  two  reasons.  One  reason  is  that  it  is  desirable  to  have  excess 
generator  capacity  in  case  there  is  an  accident  to  the  machines,  so  that  the 
usual  output  of  the  plant  can  be  carried  on  during  repairs. 

It  is  also  necessary  to  have  excess  generator  capacities  over  the  average 
requirement  in  order  to  let  the  plant  follow  the  fluctuations  in  the  load  up  and 
down,  to  carry  more  of  the  load  that  is  higher  at  some  seasons.  Sometimes  it 
is  greater  than  it  is  at  others. 

Question.  In  other  words,  because  of  the  flow  being  greater  at  some  times 
than  it  is  at  others,  you  expect  to  utilize  it,  don't  you? 

Answer.  Well,  not  so  much  the  difference  in  flow,  as  it  is  desirable  to  take 
water  at  a  higher  rate  from  the  reservoir  at  some  times  than  at  others. 

Question.  Are  you  putting  in  this  big  installation  of  150,000  horsepower  just 
as  a  safeguard  against  accident  when  you  expect  to  use  and  sell  only  60,000 
horsepower? 

Answer.  No ;  not  entirely.  There  are  those  two  factors  that  I  just  mentioned. 
The  safeguard  against  accidents  is  only  one  of  them. 

Question.  Isn't  that  an  unusually  large  safeguard  against  accidents? 

Answer.  I  think,  if  you  will  look  over  the  water  power  plants- installed  over 
the  country,  you  will  find  that  that  is  a  very  usual  ratio. 

Question.  Now,  brushing  everything  else  aside,  don't  you  expect  to  utilize 
a  very  great  part  of  that  capacity  a  good  part  of  the  time? 

Answer.  I  don't  expect  any  more  average  output  from  this  plant  than  I  have 
estimated  in  these  figures. 

Question.  The  company  is  going  to  put  in  a  big  installation,  a  pretty  big 
installation,  that  will  be  used  much  less  than — well,  even  less  than  half,  is  it? 

Answer.  We  have  just  recently — we  are  building — the  very  latest  plant  that 
we  are  building,  on  the  Missouri  River,  has  a  maximum  capacity  of  45,000 
kilowatts  and  an  average  of  28,000,  which  is  about  the  same  ratio,  isn't  it? 

Question.  Well,  now,  let  us  take  another  point  on  which  you  have  given  an 
ultraconservative  figure.  You  made  up  your  calculations,  did  you  not,  on  the 
water  flow  of  storage,  the  storage  water,  at  5,400  cubic  feet  a  second  ? 

Answer.  Yes. 

Question.  Now,  is  there  any  question  about  the  fact  that  if  the  outlet  is 
dredged  to  the  necessary  amount,  the  storage  can  be  increased?  How  much 
would  you  have  to  dredge  it  out  in  order  to  get,  say,  6,400  cubic  feet  instead 
of  5,000? 

Answer.  I  haven't  those  figures  here. 

Question.  Well,  isn't  it  within  the  real  bounds  of  the  situation  to  reach  a 
flow  of  water  of  6,400  cubic  feet? 

Answer.  We  have  made 

Question.  Without  raising  the  average  of  2,893  feet  or  going  into  that  Hungry 
Horse  reservoir  proposition? 

Answer.  We  made  estimates  on  that  point  and  calculated  the  additional 
amount  of  power  which  could  be  obtained  in  that  way  and  the  additional  cost, 
and  we  found  that  the  cost  per  horsepower  total  goes  up  with  an  increase  in 
the  size  of  development  made  by  reducing  the  lake  level.  You  reduce  the 
average  load  at  the  same  time,  you  understand,  when  you  do  that. 

Question.  You  have  taken  in  that  respect  also  the  most  conservative  possible 
interpretation  of  the  water  flow? 

Answer.  In  expecting  to  use  5,400  second  feet? 

Question.  Yes. 

Answer.  That  is  not  a  matter  of  judgment ;  that  is  a  matter  of  record. 

Question.  That  is  conservative,  just  as  the  other  elements  are  conservative? 

Answer.  I  would  say  that  it  is  dtx-idedly  not  conservative,  assuming  that  the 
river  flow  is  more  than  the  record  shows  it  is. 

Question.  I  am  not  asking  you  to  assume  that. 

Answer,  Isn't  that  the  presumption  from  your  question? 

Question.  No.  Isn't  it  conservative  not  to  utilize  the  flow  of  water  there  to 
the  very  fullest  extent  for  conservation,  if  for  no  other  reason? 

Answer.  Well,  we  have  planned  to  use  all  the  flow  which  would  be  available 
between  the  storage  limits  which  have  been  set  in  our  application. 

QueKtlon.  Well,  maybe  you  are  not  in  a  position  to  answer  this  question ;  but 
wouldn't  you  consider  it  likely  that  the  company,  if  it  succeeds  in  getting  a 
license  to  provide  that  development,  would  flnd  it  very  desirable  to  lower  the 
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outlet  so  as  to  take  advantage  of  all  of  the  opijortunities  to  make  power  there 
Vhat  are  possible? 

Answer.  It  is  possible  that  that  might  be  done. 

Question.  Well,  isn't  it  more  than  possible? 

Answer.  I  think  it  is  more  than  possible  some  time  in  the  future.  I  don't 
think  so  right  off.  In  other  words,  that  is  a  possibility  which  exists  in  regard 
to  this  development  which,  if  power  became  more  valuable  and  scarcer,  and 
we  are  warranted  in  putting  more  money  per  horsepower  into  a  water-power 
plant,  it  will  be  a  proper  thing  to  do. 

Question.  Let  us  put  it  this  way  :  You  would  do  it  before  you  would  buihl 
any  other  sites  lower  down  the  river,  wouldn't  you? 

Answer.  I  think  we  w^ould. 

Question.  And  you  would  do  it  before  you  would  build  any  other  site  any- 
where else  in  Montana,  w^ouldn't  you? 

Answer.  I  wouldn't  say  that.     That  is  a  pretty  broad  statement. 

Question.  It  is  likely  that  you  would,  isn't  it? 

Mr.  DixoN.  You  are  referring  to  dredging  now? 

Mr.  ScATTERGOOD.  Taking  out  some  of  the  outlet  so  as  to  lower  the  level  and 
get  more  storage. 

The  Witness.  It  is  kind  of  hard  to  predict  w'hat  we  are  going  to  do  several 
years  hence.     I  don't  know. 

By  Mr.  Scattergood: 

Question.  You  heard  Mr.  Kerr  speaking  of  the  very  extraordinary  progress 
of  the  company  and  the  great  demand  that  there  is  for  more  power  all  the  time? 
You  heard  him  say  that,  didn't  you? 

Answer.  Yes. 

Question.  Well,  don't  you  think  the  time  would  come  fairly  soon,  in  view  of 
this  great  growth  which  is  depicted  and  which  you  use  in  your  advertising 
matter  in  selling  stock,  that  soon  there  will  be  a  demand  for  more  power  so 
that  you  would  have  to  do  that? 

Answer.  Well,  I  think  that  it  won't  be  very  long,  if  we  enjoy  our  present 
prosperity  and  the  country  grows  and  the  population  grows  and  our  business 
grows  as  we  hope  it  wull,  when  the  entire  capacity  of  our  present  plants  will  be 
used  up  in  a  fairly  short  time  and  we  will  have  to  develop  more  power. 

Question.  In  other  words,  it  is  very  likely  that  you  would  utilize  it  to  the 
fullest  extent? 

Answer.  Whether  we  would  do  it  by  this  means  or  develop  the  power  else- 
where was  the  only  thing  I  had  a  doubt  about  in  my  mind. 

Question.  You  didn't  take  that  into  consideration  at  present  in  your  con- 
servative estimate? 

Answer.  No.  My  calculations  are  based  on  this  initial  installation  using 
10  feet  of  storage. 

Mr.  Dixon.  If  you  attempt  to  dredge  Flathead  Lake  and  ruin  its  scenic 
beauty,  there  is  one  citizen  of  Montana  that  is  going  to  object  to  it  very 
strenuously.     I  think  it  would  be  a  crime  to  drain  that  lake. 

Mr.  Kelly.  I  think  we  would  have  to  have  permission  from  this  commission 
to  do  that. 

Mr.  Scattergood.  I  would  just  like  to  ask  the  Secretary  what  he  means  by 
draining  the  lake? 

^Ir.  Dixon.  Well,  if  you  cut  it  down  to  that  level  it  would  expose  all  the 
shallow  parts  of  the  lake  and  the  sand  bars  and  the  mud.  It  would  make 
chaos  out  of  a  beautiful  thing. 

Mr.  Scattergood.  I  take  it  that  we  can  trust  the  Federal  Power  Commission 
on  such  a  question  to  protect  the  State  of  Montana. 

Mr.  Dixon.  There  is  just  one  volunteer  witness  here  before  the  Federal 
Power  Commission. 

By  Mr.  Scattergood  : 

Question.  Well,  that  then  it  another  factor  in  whicli  you  are  very  con- 
servative and  which  you  left  out  in  calculating  the  capacity  of  this  plant  when 
vou  reached  the  figure  of  68,000  saleable  horsepower? 

Answer  (Cochrane).  Yes.  This  capacity  is  not  based  on  any  future  en- 
largements. They  would  be,  61  course,  a  matter  of  separate  discussion  and  a 
matter  of  separate  consideration.  That  matter  has  all  been  gone  into  by  our 
company  as  to  raising  the  water  on  one  hand  and  lowering  it  on  the  other; 
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but  I  think  they  have  concluded  that  at  least  in  this  initial  investment  it  is 
good  policy  to  stick  to  our  plan  of  10  feet  of  storage. 

Question.  And  you  think  that  Mr.  Wheeler's  proposal  of  utilizing  more  than 
the  10  feet  would  have  been  bad  engineering  under  the  circumstances? 

Answer.  He  only  proposes  1  foot  more  draw-down  than  we  are  planning  to 
in  his  proposal  here. 

Question.  But  he  estimates  that  the  same  water  flow  would  yield  6,000  cubic 
feet  a  second,  doesn't  he? 

Answer.  I  think  he  has  rather  overestimated  the  area  of  the  lake. 

Question.  Well,  that  question,  then,  of  course,  is  a  matter  of  fact? 

Answer.  That  would  be  a  matter  of  fact. 

iMr.  Dixon.  A  better  plan  would  be  to  build  the  Hungry  Horse  Reservoir, 
Mr.  Scattergood.     That  is  where  we  will  get  the  water. 

Mr.  Scattergood.  Well,  if  I  wanted  to  go  into  more  ramifications,  we  could 
go  into  that.  There  is  a  still  further  development  of  this  power  site  that  is 
now  in  the  record.  So  that  it  is  not  my  desire  to  bring  those  figures  in  unless 
somebody  has  already  made  statements,  and  I  presume  it  was  at  the  request 
of  the  Federal  Power  Commission. 

Mr.  Bonner.  I  would  like  to  ask  Mr.  Cochrane  a  few  questions. 

Mr.  Scattergood.  Go  ahead.     This  is  a  good  time  for  them. 

By  Mr.  Bonner: 

Question.  I  want  to  ask  you,  Mr.  Cochrane,  whether  your  company  has  made 
any  study  to  determine  the  Hungry  Horse  storage  capacity  to  equalize  or  be 
equivalent  to  the  storage  at  Flathead.  Has  the  capacity  that  would  be  pro- 
vided by  the  difference  between  2,890  and  2,893  been  figured  out?  In  other 
words,  have  you  made  any  studies  to  find  whether  you  could  provide  an 
equivalent  storage  at  Hungry  Horse  in  substitution  for  the  reclamation  at 
Flathead  of  the  difference  between  90  and  92? 

Answer.  Betw^een  what  levels?     Ninety  and  ninety-two? 

Question.  Suppose  you  are  limited  in  regulating  Flathead  to  an  elevation 
of  2,890,  could  you  provide  the  same  amount  of  storage  at  Hungry  Horse  at 
the  same  cost?  That  question  has  been  presented  to  the  commission,  and  we 
would  like  to  have  any  information  that  you  may  have  regarding  it. 

Answer.  I  have  never  made  any  estimate  of  the  cost  of  developing  Hungry 
Horse.  The  only  information  I  have  on  it  is  an  article  which  appeared  in  the 
Engineering  News  several  years  ago,  in  \vhich  the  possibility  of  that  project 
was  described.  In  that  article  there  was  no  definite  estimated  cost  other 
than  to  say  a  dam  could  be  built  which  at  $10  per  yard  of  concrete  would 
cost  so  much.  W^hether  that  figure  was  $7,000,000  or  $9,000,000,  or  some  other 
figure,  I  don't  remember  exactly.  But  I  remember  that  at  the  time  I  got  the 
impression  that  it  was  an  extremely  costly  storage  reservoir ;  and,  although  it 
might  be  feasible  for  the  Government  to  build  it,  I  don't  think  any  private 
individual  would  think  of  it. 

Mr.  Jellison.  Mr.  Secretary,  for  your  information  I  have  a  map  here  drawn 
by  Mr.  Hornby,  supervisor  of  the  forest  reserve  in  which  the  Hungry  Horse 
is  located,  which  shows  the  contour  lines  of  the  dam  proposed. 

I  also  have  a  report  here  by  the  Geological  Survey  that  was  made  by  Mr. 
Jones,  an  engineer  of  the  Geological  Survey.  I  have  that  with  me,  and  I 
would  be  glad  to  turn  it  over  to  the  commission  if  they  want  to  investigate  it. 

Mr.  Dixon.  Both  Government  publications,  I  presume? 

Mr.  Jellison'.  They  are  both  made  by  Government  officers. 

Mr.  Dixon.  Is  that  the  Mr.  Jones  who  is  here  who  made  that  report? 

Mr.  Jones.  No.     It  was  another  Jones.     I  am  not  familiar  with  that. 

Mr.  BoNNEa.  What  we  are  seeking  to  bring  out,  Mr.  Jellison,  is  whether  the 
Montana  Power  Co.  has  made  any  studies  and  can  give  us  any  additional 
information  to  that  which  is  available  here. 

By  Mr.  Bonner: 

Question.  Did  I  understand  you,  Mr.  Cochrane,  to  say  that  you  have  made 
an  investigation? 

Answer.  We  have  made  no  study  on  the  Hungry  Horse. 

Mr.  Dixon.  I  would  like  to  ask  Mr.  Jellison  this:  Does  either  one  of  those 
reports  show  what  the  approximate  cost  of  the  Hungry  Horse  Reservoir  dam 
would  be? 

Mr.  Jellison.  I  think  so. 

Mr.  DixoN.  If  you  have  that  available,  I  would  just  like  to  have  it. 


SURVEY  OF  COis^DITIONS  OF  INDIANS  IN  UNITED  STATES     4131 

Mr.  Jellison.  I  have  it  here,  Mr.  Secretary.  I  will  find  it  in  a  minute. 

Mr.  Dixon.  As  long  as  we  are  exploring  every  other  phase  of  Montana,  let 
us  build  another  reservoir.     [Laughter.] 

Mr.  Jelltson.  Mr.  Secretary,  there  is  the  report  [handing  a  rep<)rt  to  Mr. 
Dixon]. 

Mr.  Dixon.  Mr.  Jellison,  do  you  want  to  offer  by  reference  your  manuscript 
regarding  Hungry  Horse? 

Mr.  Jellison.  I  would  like  to  offer  this,  Mr.  Secretary. 

Mr.  Dixon.  By  reference  only? 

Mr.  Jellison.  By  reference  only.  It  is  a  reconnaissance  of  the  South  Fork 
of  the  Flathead  River,  by  E.  E.  Jones,  Geological  Survey,  January,  1924. 

Mr.  Dixon.  That  will  be  received  by  reference. 

Mr.  Jellison.  I  also  have  a  map  here.  I  don't  know  whether  this  map  is  a 
part  of  the  records  in  Washington.  It  is  a  printed  map  of  the  Flathead 
National  Forest  in  Montana  by  the  United  States  Department  of  Agriculture, 
Forestry  Service,  W.  B.  Greeley,  Forester,  printed  in  1025.  In  addition  to  the 
map,  there  is  some  handwork  in  the  South  Fork  of  the  Flathead;  and  as  I 
understand  from  Mr.  Hornby,  the  locations  of  the  contour  lines  of  the  pro- 
posed reservoir  were  taken  from  bench  marks  established  by  the  Government 
in  the  forest  reserves. 

Mr.  DixoN.  Mr.  Bonner  suggests  that  you  introduce  that  as  an  exhibit. 

Mr.  Jellison.  Yes.    I  would  be  glad  to. 

Mr.  Dixon.  Instead  of  by  reference.  He  said  he  helped  to  make  the  survey. 
He  is  familiar  with  that. 

Mr.  Bonner.  That  will  be  Flathead  County  Exhibit  No.  2. 

Mr.  Jellison.  This  other  one  is  by  reference  only? 

Mr.  Dixon.  By  reference  only,  and  you  can  keep  your  copy  of  that. 

I  would  like  to  ask  Mr.  Cochrane  a  question. 

By  Mr.  Dixon  : 

Question.  Would  Swan  Lake  make  a  good  storage  reservoir  for  supplementing 
the  waters  of  Flathead? 

Answer.  I  don't  know.  I  don't  know  what  the  possibilities  are  of  raising  it 
or  lowering  it. 

Mr.  Jellison.  Mr.  Secretary,  I  intended,  if  I  was  given  time,  to  outline  what 
I  would  call  a  superdevelopment  of  this  whole  project.  I  have  been  up  on 
the  North  Fork,  the  Middle  Fork,  and  the  South  Fork,  and  up  to  the  Swan 
River  country.  I  have  been  up  to  Stillwater,  and  on  the  Whitefish.  I  also 
know  the  Flathead  River.  I  think  perhaps  I  have  been  over  that  country  as 
much  as  some  of  the  people  that  talk  so  learnedly  about  it.  I  would  like  to 
propose  just  from  a  layman's  standpoint  w^hat  I  consider  a  superdevelopment 
of  that  whole  country  at  some  time  before  we  are  through. 

Mr.  Dixon.  You  will  have  that  opportunity. 

Mr.  ScATTEiiGOOD.  In  reference  to  this  Hungry  Horse,  would  it  be  proper  to 
suggest  that  we  allow  to  be  put  in  the  record  by  reference  anything  in  the  files 
of  the  Federal  Power  Commission  or  the  Geological  Survey  in  the  way  of 
studies  relating  to  the  Hungry  Horse  project? 

Mr.  Dixon.  I  think  it  would  be  very  appropriate  to  do  that. 

Mr.  ScATTEKGooD.  It  just  occuiTed  to  me 

Mr.  Dixon.  I  didn't  have  that  in  mind. 

Mr.  ScATTERGOOD.  I  am  not  personally  familiar  with  them  and  can. not  name 
them;  but  if  somebody  here  could  do  so,  it  would  then  be  possible  for  them 
to  be  studied  in  connection  with  this  project. 

Mr.  McCoRMACK.  Mr.  Chairman,  I  think  when  we  put  in  our  side  of  the 
question,  we  will  give  all  of  those  references  and  everything  in  connection 
with  that,  so  that  you  will  have  them. 

Mr.  ScATTERGOOD.  All  right. 

By  Mr.  Scattergood  : 

Question.  Mr.  Cochrane,  coming  back  to  this  question  oi"  the  eaot  side  ^^.iid 
west  side  proposition  of  diversification,  can  you  present  to  us,  if  you  are  not 
ready  to  do  it  now,  by  to-morrow  morning  a  study  of  the  actual  factors  that 
would  throw  light  on  this  situation  for  the  Federal  Power  Commission? 

Answer.  I  don't  think  I  could  by  to-morrow ;  that  is,  no  definite  figures. 

Mr.  SCATTERGOOD.  Well,  Mr.  Chairman,  how  could  that  be  handled  so  that 
the  commission  in  due  time  could  have  available  their  studies? 

Mr.  Dixon.  Regarding  what? 
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Mr.  ScATTERGooD.  Kegarding  the  difference  in  the  periods  of  low  water  on 
the  east  side  of  the  mountains  and  the  west  side  of  the  mountains  and  their 
relationship,  beneficial  or  otlierwise,  to  the  Flathead  project. 

Mr.  Dixon.  How  long  would  it  take? 

Mr.  Kklly.  I  presume  tliat  that  would  require  a  review  of  the  Weather 
Bureau  records  for  both  areas,  and  long  periods  of  calculation,  to  determine 
all  of  that.  The  witnesses  have  given  their  best  judgment  and  their  con- 
clusions from  their  observations  that  the  west  side  is  later  than  the  east 
side  as  to  run-off.  Therefore  some  advantage  would  accrue  by  having  this 
plant  tied  in  and  using  its  surplus  water  and  saving  their  reservoir  water 
on  tlie  east  side  so  that  in  the  public  interest  that  would  be  more  efheient 
for  that  reason  than  it  would  be  if  it  was  used  alone. 

I  doubt  if  any  figures  that  we  would  give  would  be  any  more  useful  than 
what  you  could  get  here.  I  think  the  officers  and  attaches  of  this  commission 
could  get  that  just  as  well  from  tlieir  records  here  in  Washington  as  we  could 
in  order  to  determine  that. 

Mr.  ScATTEiiGooi).  It  may  be  admissible  in  the  record,  theii,  to  allow  any 
of  those  studies  in? 

Mr.  Kelly.  We  will  agree  that  any  studies  made  by  the  engineers  of  the 
Federal  Power  Commission  on  that  subject  may  be  considered  by  the  com- 
mission in  making  up  its  decision. 

Mr.  Dixon.  Let  it  appear  in  the  record  that  the  attorneys  for  the  Montana 
Power  Co.  agree  that  any  studies  that  the  engineers  connected  with  the  Federal 
Power  Commission  may  make  regarding  the  comparative  run-off  on  the  east 
and  west  slopes  of  the  main  continental  divide  may  be  considered  by  the 
Federal  Power  Commission  in  making  its  decision  in  this  case. 

Will  you  have  any  objection  to  that,  Mr.  Forbes? 

Mr.  Forbes.  No.  I  assume  that  that  would  carry  with  it  a  provision  that 
both  Mr.  Kelly  and  myself  and  the  other  parties  at  interest  will  have  copies 
of  the  final  report  added  to  this  record? 

Mr.  Kelly.  I  am  going  to  suggest  in  that  connection  that  we  are  hoping 
that  that  will  not  delay  the  final  consideration  of  this  case,  because  it  now 
appears  from  the  record  so  far  that  as  far  as  our  interests  are  concerned, 
unless  it  is  speedily  handled,  it  will  mean  putting  off  the  development  of  this 
site  for  a  year  and  perhaps  necessitate  our  going  into  other  fields  for  develop- 
ment. 

Mr.  Dixon.  We  will  take  judicial  notice  of  those  conditions. 

I  think  you  are  calling  for  a  pretty  big  order  there,  Mr.  Scattergood. 

Mr.  Scattergood.  Mr.  Chairman,  the  only  thing  I  wanted  to  ask  for  was 
some  measure  of  value.  They  say  it  is  more  valuable  on  one  side  than  the 
other,  but  all  that  we  have  here  that  these  engineers  and  vice-presidents  have 
submitted  is  nothing  more  than  a  guess. 

Mr.  Dixon.  I  think  Mr.  Kerr  specifically  testified  that  it  was  about  five 
weeks  earlier  on  the  east  side  than  on  the  west  side. 

Mr.  Scattergood.  For  the  benefit  of  all  of  us  let  me  say  that  what  I  was 
interested  in  is  some  way  whereby  that  can  be  converted  from  weeks  into 
cubic  feet  a  second  storage  saving,  and  how  that  can  be  converted  into  dollars 
and  cents. 

Mr.  Russell.  You  couldn't  expect  to  find  that  in  Government  records. 

Mr.  Scattergood.  That  is  what  I  am  asking  this  witness  to  tell  us. 

Mr.  Kelly.  Mr.  Cochrane  testified  that  he  calculated  thnt  in  his  estimates 
of  the  co.st  that  he  gave  at  85  per  cent  efficiency  over  on  tbis  side,  whereas 
I  think  the  Montana  Power  Co.  plants  are  running  on  an  81  or  80  per  cent 
average.  So  that  he  has  put  it  at  about  5  per  cent  of  efficiency  in  the  use 
of  this  water  here  because  of  that  factor,  that  that  is  one  of  the  things  that 
caused  him  to  make  that  additional  estimate;  and  that  that  value  is  reflected 
in  this  site. 

Mr.  Scattergood.  What  I  was  hoping  was  that  we  could  go  behind  his  5  per 
cent  and  find  out  from  his  working  papers  or  otherwise  how  he  readied  that 
figure. 

Mr.  Kelly.  Well,  I  think  that  is  necessarily  an  arbitrary  matter. 

By  Mr.  Scattejigood  : 
Question.  Was  It  a  guess,  or  was  it  based  on  something  more  than  a  guess? 
Answer  (Mr.  Cochrane).  It  was  a  guess. 

Question.  Would  we  be  safe  to  guess  5  per  cent  more  capacity  if  we  take 
that  feature  of  It  now  and  merely  eliminate  all  of  the  other  variables? 
Answer.  You  can  guess  anything  that  you  want  to. 
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Question.  Our  guess  would  be  as  valuable  as  yours? 

Mr.  Dixon.  I  doubt  whether  you  can  reduce  that  to  dollars  and  cents,  Mr. 
Scattergood. 

]Mr,  SoATTEKGOOD.  It  has  a  very  real  value  to  the  Montana  Power  Co. ;  and 
they  are  very  well  aware  of  it,  I  venture  to  say. 

Mr.  Hen  SHAW.  May  I  make  a  brief  statement? 

Mr.  Dixon.  Yes. 

Mr.  Henshaw.  It  seems  to  me  that  this  question  of  the  diversified  factor  of 
watei-  between  the  east  and  west  sides  has  been  overestimated.  My  studies, 
which  have  not  gone  into  great  detail,  indicate  to  me  that  such  delay  as  there  is  in 
the  run-off  on  the  west  side  of  the  Flathead  as  compared  to  the  Missouri  is  due 
in  a  very  large  measure,  if  not  entirely,  to  a  retardation  of  that  water  by 
Flathead  Lake;  that  the  inflow  of  Flathead  Lake  is  not  delayed  beyond  the 
Missouri  in  anything  like  the  measure  that  the  outflow  from  the  lake  is.  The 
outflow  from  the  lake  is  something  like  a  month  as  a  general  run-off  away 
behind  the  inflow.  It  is  largely  flattened.  The  peak  is  not  much  different  at 
the  outlet  as  it  is  in  the  Flathead  River  itself. 

Now,  when  you  come  to  regulate  Flathead  Lake  and  to  create  there  an  artifi- 
cial storage  to  the  amount  of  a  million  and  a  quarter  or  a  million  and  a  half, 
or  whatever  it  may  be,  you  may  then  get  the  benefit  of  that  much  storage ;  but 
in  so  doing,  you  lose  the  advantage  that  you  have  had  in  the  past,  such  as  it  is, 
of  the  natural  storage. 

So,  when  you  come  to  re-regulate  or  to  regulate  the  outflow  of  Flathead  Lake, 
you  can  do  it  on  the  basis  of  inflow  and  not  on  the  outflow. 

Now,  the  engineers  made  a  very  serious  error  in  that  report  by  overlooking 
that  important  point.  I  called  their  attention  to  it  and  also  that  of  the 
Columbia  River  board.  They  realized  that  their  computations  were  quite  badly 
out  on  account  of  disregarding  that  natural  retardation  and  natural  storage  in 
the  lake. 

I  think  it  is  apparent — I  am  not  stating  it  as  a  deflnite  opinion,  because  I 
have  not  gone  into  it  thoroughly  enough — that  the  greater  part  of  this  lag  of 
run-off  of  the  west  side  over  the  east  side  is  due  to  that  natural  storage  by 
Flathead  Lake,  which  automatically  becomes  eliminated  as  such  when  you 
create  artificial  storage  in  that  lake. 

I  think  this  point  has  been  unduly  emphasized.  I  don't  think  it  really 
amounts  to  more  than  a  week  or  two  in  the  end  of  the  flood  comparing  the 
head  waters  of  the  Missouri,  which  are  just  about  as  high  heads  on  the  whole, 
with  the  headwaters  of  the  Flathead.  There  is  no  particular  reason  why  the 
run-off  there  should  be  delayed  much  longer  than  it  is  at  the  Flathead. 

Mr.  Scattergood.  Is  that  based  on  opinion  or  on  actual  study? 

Mr.  Henshaw.  It  is  based  on  a  study  of  the  records,  which  has  not  gone  to 
the  point  where  I  can  demonstrate  it  by  curves.  It  wouldn't  take  long  to  do 
that.  It  is  possible  to  do  that.  But  we  haven't  had  an  opportunity  to  do  that 
in  consideration  of  this  case.  Yet  I  feel  that  I  know  as  much  about  that  as  any- 
body, and  probably  I  know  a  lot  more. 

Mr.  Dixon.  In  other  words,  you  don't  believe  that  the  peak  high  run-off  at 
the  Flathead  at  the  north  end  occurs  more  than  a  week  later  than  it  does  on 
the  corresponding  side  of  the  mountains  on  the  Missouri  River? 

Mr.  Henshaw.  I  mean  that  that  is  my  mature  opinion,  but  that  it  is  not 
susceptible  at  this  time  of  deflnite  demonstration  by  figures. 

Mr.  Jones.  May  I  ask  the  witness  a  few  questions? 

Mr.  Dixon.  Yes. 

By  Mr.  Jones: 

Question.  If  the  load  of  the  Montana  Power  Co.  is  higher  during  certain 
months  of  the  year  than  it  is  at  other  months  of  the  year,  you  could  use  the 
Flathead  water,  if  the  Flathead  fiood  came  during  those  months,  and  the  Mis- 
souri River  is  low? 

Answer.  Yes. 

Question.  It  would  be  more  valuable  at  the  Flathead  then,  wouldn't  it? 

Answer.  Unfortunately  that  is  the  normal  characteristic  of  our  load,  as  with 
most  loads  of  that  kind,  that  it  reaches  the  maximum  in  the  wintertime  and 
the  minimum  in  the  summer  time,  when  the  load  is  on.  So  that  they  really  lose 
on  account  of  the  characteristics  of  the  load  rather  than  gain.  That  is  one  of 
those  offsetting  circumstances  that  I  mentioned  to  Mr.  Scattergood  that  I  didn't 
think  of  at  that  moment. 
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Question.  In  order  to  arrive  at  any  correct  estimate  of  the  value  from  the 
diversity  of  the  run-off,  wouldn't  it  be  necessary  for  Mr.  Henshav^^  to  study  the 
run-off  for  a  period  of  years  in  connection  with  the  load  on  your  system? 

Answer.  I  think  it  would ;  yes. 

Question.  Unless  he  has  done  that,  then  he  can  only  give  his  opinion  as  would 
another.  He  says  that  in  his  opinion  the  diversity  would  amount  to  about  a 
week,  that  the  increased  use  of  the  Flathead  would  cover  perhaps  the  period 
of  a  week. 

Answer.  I  think  his  remarks  were  probably  based  on  the  amount  of  power 
that  could  be  produced  in  the  combined  system  rather  than  the  amount  which 
our  load  would  consume.     He  can  answer  that  question  better  than  I  can. 

Question.  Well,  what  I  am  trying  to  get  at  is  this :  Mr.  Henshaw's  opinion 
and  your  opinion  were  simply  opinions ;  and  if  the  commission  wishes  the  exact 
figure,  it  will  be  necessary  for  them  to  go  through  all  that  operation  of  study- 
ing the  run-off  of  the  two  river  systems  over  a  period  of  years  in  connection 
with  the  load  of  the  Montana  Power  Co.  system,  won't  it? 

Answer.  Yes. 

Mr.  ScATTEBGOOD.  Mr.  Chairman,  there  are  two  tables  that  are  to  be  sub- 
mitted by  the  Montana  Power  Co.  covering  the  load  over  a  period  of  years. 
There  are  some  figures  that  are  to  be  submitted.  They  are  charged  to  Mr. 
Kerr. 

Mr.  Kerr.  They  are  charged  in  the  mails.  They  are  for  the  years  1926,  1927^ 
1928,   1929. 

Mr.  ScATTBRGOOD.  Would  that  cover  the  load  period  of  your  system? 

Mr.  Kerr.  Yes. 

Mr.  ScATTERGOOD.  So  far  as  that  is  concerned,  we  will  have  some  data  on  hand? 

Mr.  Kerr.  Yes. 

Mr.  ScATTERGooD.  Would  that  suflaciently  represent  the  years  in  question? 

Mr.  Kerr.  There  was  one  more  year. 

Mr.  Scattergood.  Well,  if  you  have  those  load  curves  and  you  have  available 
figures  of  the  run-off,  would  we  not  have  all  the  data  then  in  hand  to  study 
this  situation? 

Mr.  Cochrane.  I  think  that  the  commission  already  has  the  load  curve  of 
our  system  extending  more  years  than  those  which  are  coming  in  the  mail. 

Mr.  Scattergood.  Would  it  be  proper  to  ask  that  those  be  allowed  to  be 
considered  in  the  record? 

Mr.  Dixon.  That  is  what  I  understood  what  they  were  sent  for,  and  will 
be  a  part  of  the  record. 

Mr.  Kelly.  We  will  ask  that  they  be  made  a  part. 

Mr.  Jones.  The  Government  has  no  records  of  the  stream  flow  at  the  Mis- 
sonri  River  plant.  I  understand  that  the  Montana  Power  Co.  keeps  such 
re  !ords.  Would  it  be  possible  for  you  to  furnish  those  records  for  the  Federal 
P(  wer  Commission  to  study? 

Mr.  Cochrane.  I  sent  those  records  to  some  department  of  the  Government 
noi  long  ago.     I  have  forgotten  which  one  it  was. 

Mr.  Jones.  I  am  not  familiar  with  the  records  in  thet  Federal  Power  Com- 
mission.    I  know  that  the  Geological  Survey  has  a  station  on  the  Missouri. 

Mr.  Dixon.  I  think  we  are  firing  a  13-inch  shell  at  a  very  small  bird.  That 
is  my  own  guess.  These  engineers  here  say  that  it  is  almost  impossible  to 
do  this. 

Mr.  Scattergood.  Would  it  be  a  great  deal  of  work  for  them  to  submit  their 
studies  of  the  water  fiow  based  on  their  experience? 

Mr.  Kelly.  We  will  be  very  glad  to  furnish  the  stream-flow  records,  pro- 
vided we  can  get  this  record  published  sometime.  I  don't  know  how  long  it  will 
take,  but  we  will  be  glad  to  furnish  those  just  as  soon  as  we  can  agree  that 
they  may  be  considered  by  the  commission  in  its  consideration. 

Mr.  Dixon.  You  will  have  them  here  within  a  week  or  10  days,  won't  you? 

Mr.  Kelly.  I  think  so. 

Mr.  Hbnshaw.  I  think  it  would  be  better  to  wait.  I  think  that  ought  to  be 
laid  over  until  Mr.  Kelly  and  I  can  get  back  to  Butte.  After  he  and  I  have 
talked  it  over,  then  we  can  gather  up  such  of  these  things  as  might  be 
ne  jessary. 

;fclr.  Dixon.  All  right.    We  will  leave  it  to  you  and  Mr.  Kelly. 

ilr.  Kelly.  May  it  be  understood  that  it  will  be  considered  in  connectioD 
with  the  record ;  in  other  words,  that  the  record  will  not  be  held  over  for  it? 
That  is  a  collateral  matter  to  the  main  question.  It  affects  the  other  applicant, 
I  take  it? 

Mr.  Dixon.  Yes. 
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Mr.  Henshaw.  May  I  ask  Mr.  Cochrane  just  a  few  short  questions? 
Mr.  Dixon.  Yes. 

By  Mr.  Henshaw  : 
Question.  Mr.  Cochrane,  in  giving  this  morning  for  the  record  the  cost  of 
these  various  power  plants,  you  gave,  I  believe,  four  on  the  Missouri  River. 
Now,  did  you  include  in  the  total  cost  of  the  Missouri  River  power  the  cost 
of  the  Hebgin  Reservoir  and  the  Madison  Reservoir,  which  you  have  prorated 
among  all  those  that  you  mentioned?    Now,  could  you  give  the  cost  of  thd 
Hebgin  storage  resrvoir? 
Answer.  I  couldn't  do  it  here.     Of  course,  we  have  it  in  Butte. 
Mr.  Kerr,  Would  a  round  figure  do? 

Mr.  Henshaw.  For  the  present,  yes.  I  would  like  to  get  the  other  figure 
later  from  you. 

Mr.  Kerr.  It  is  right  close  to  one  and  a  half  million.     I  don't  think  it  varies 
$10,000  from  that. 
Mr.  Bonner.  Would  that  be  prorated  against  the  three  other  plants? 
Mr.  Henshaw.  It  would  be  prorated  against  at  least  three  others, 
Mr.  Kerr.  Mr.  Greeley's  study  is  a  publication  of  the  Forestry  Bureau,  in 
which  you  find  that  they  prorated  that  water  to  plants  down  the  river  as  far 
down  as  Hooley.    His  study  of  it  is  as  able  as  anybody's  study  of  it  now  would 
be.    He  went  into  it  deeper  than  anyone  else  would.     Of  course,  it  is  in  the 
Forest  Service. 

Mr,  Bonner.  I  think  what  Mr.  Henshaw  was  trying  to  get  was  how  much  the 
unit  cost  which  was  read  into  the  record  this  morning  should  be  increased  to 
provide  for  supplemental  storage. 

Mr.  Henshaw,  There  would  certainly  be  a  direct  increase  in  the  unit  cost 
per  horsepower  of  about  10  per  cent.  It  would  be  surely  something  of  that 
order  of  magnitude. 

Now,  Mr,  Cramer,  who  is  on  the  staff  of  the  commission  in  studying  this 
matter,  has  gone  into  it  to  a  considerable  extent ;  and,  lacking  any  other  basis 
for  attacking  the  problem,  we  have  done  it  on  the  basis  of  the  economic  law 
of  Grant ;  that  is,  that  the  value  of  a  power  site,  let  us  say,  the  Flathead,  is 
measured  by  the  advantage  which  that  bears  and  which  that  has  over  other 
sites  which  the  company  might  alternatively  develop  if  the  Flathead  for  any 
reason  were  not  available.  But  the  studies  that  we  have  made  have  not  been 
entirely  complete  and  conclusive.    We  have  gone  as  far  as  we  could. 

By  Mr.  Henshaw  : 

Question.  Now,  you  have  submitted  new  information  which  will  probably  be 
of  value  to  us  in  the  costs  of  the  four  plants  on  the  Missouri  and  Thompson 
Falls.  Would  you  be  able  to  give  us  at  this  time  or  a  little  later  the  cost 
of  the  Moroney  plant,  which  is  now  under  construction?  Has  that  got  to  the 
point  where  you  could  give  us  now  some  estimate  of  its  cost? 

Mr.  Kerr.  I  might  again  answer  that  question  in  round  figures  by  saying 
that  it  would  come  very  close  to  an  estimate  of  $4,800,000. 

Mr.  Henshaw.  Is  that  cost  due  to  the  haste  with  which  it  has  been  built 
and  any  other  unfavorable  conditions,  or  are  you  gaining  on  that? 

Mr.  Kerr.  That  is  why  I  answered,  Mr,  Henshaw,  that  I  am  sure  that 
probably  there  will  be  as  much  as  $200,000  of  that  which  will  be  due  to  haste. 

Mr.  Henshaw.  You  mean  that  you  think  it  may  ru^  up  to  five  millions? 

Mr,  Kerr,  No,    I  am  sure  that  it  will  be  completed  at  $4,800,000. 

Mr.  Henshaw.  That  estimate  was  made  on  the  basis  of  rapid  construction? 

Mr.  Kerr.  Yes,  sir. 

By  Mr.  Henshaw  : 

Question.  And  that  is  for  a  plant  with  a  capacity  so  that  it  will  be  continuous 
with  the  rest  of  them  ? 

Answer  (Mr.  Cochrane).  It  will  have  a  rated  plant  capacity  of  45,000 
kilowatts. 

Question.  Have  you  a  figure  for  the  firm  power  comparable  with  these  other 
figures  that  you  gave  us?  Well,  we  can  get  it  from  Volta  with  the  proportionate 
heads? 

Answer.  Yes. 

Question.  The  head  at  Volta  is  what? 

Answer.  One  hundred  and  fifty  feet. 

Question.  And  what  is  it  at  Moroney? 

Answer.  I  think  it  is  83  feet. 

Question.  That  gives  the  information. 
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Now,  Mr.  Cochrane,  further  assuming  that  while  Flathead  were  unavailable 
it  were  necessary  to  go  to  the  Missouri  River  or  elsewhere  for  another  plant. 
Could  you  furnish  us  an  estimate  of  what  would  be  the  cost  of  the  next 
available  plant?    Is  that  an  unreasonable  question? 

Answer.  Well,  I  made  an  estimate  of  the  cost  of  developing  Canyon  Ferry, 
which  I  sent  to  Major  Edgarton.  It  was  in  response  to  a  question  from  him 
as  to  what  other  development  had  we  to  take  if  we  did  not  have  the  Flathead. 
That  plant  was  mentioned,  and  he  asked  me  for  an  estimate  of  the  cost,  which 
I  sent  him.  If  his  files  are  available  here,  that  probably  can  be  found  here. 
If  not,  I  can  get  another  copy  of  it. 

Question.  Would  you  be  willing  that  that  be  used  in  studies  similar  to  what 
I  have  been  mentioning? 

Answer.  Yes. 

Mr.  Kelly.  It  would  be  better  if  those  were  produced  here. 

Mr.  Henshaw.  Just  off  the  record  for  a  minute.  I  have  a  copy  of  that  in  my 
files,  but  it  is  marked  "  confidential."  It  has  not  been  spread  in  the  files  of  the 
commission.  It  has  just  been  in  my  personal  file,  but  it  seemed  to  me  that  it 
should  be  a  part  of  the  record  in  this  case. 

Mr.  Kelly.  We  have  no  objection  to  that. 

Mr.  Dixon.  If  there  is  no  objection  to  the  contrary,  it  will  be  made  a  part 
of  the  record. 

Mr.  Kelly.  It  may  be  used,  as  far  as  we  are  concerned. 

There  is  another  point  which  I  think  you  will  understand.  Canyon  Ferry  is 
not  available  for  development  now,  for  the  reason  that  you  have  to  destroy  its 
output  in  order  to  develop  it.  Before  we  can  do  that,  we  must  develop  some- 
where else  so  that  we  will  have  our  supply  to  take  care  of  that  load.  In  that 
sense  it  would  not  be  available  as  the  next  development. 

Mr.  Henshaw.  Has  any  similar  estimate  been  made,  Mr.  Cochrane,  on  any 
of  the  sites  between  site  C  and  Rainbow^  and  Volta? 

Mr.  Cochrane.  No  estimate  has  been  made  on  that  that  I  know  of.  We  may 
have  in  our  files  one  made  years  ago. 

Mr.  Henshaw.  That  would  not  be  of  any  value  now? 

Mr.  Cochrane.  No.    . 

Mr.  Henshaw.  There  has  been  no  statement  in  the  record  as  to  the  points 
at  which  the  load  is  supplied  by  the  Montana  Power  Co,  At  least,  the  matter  is 
still  rather  hazy  in  my  own  mind.  You  say  you  had  during  1928,  for  instance, 
an  average  of  about  183  kilowatts? 

Mr.  Cochrane.  Yes. 

Mr.  Henshaw.  Could  you  at  least  give  me  for  the  record  in  even  approximate 
figures  how  much  of  that  that  was  used  traveled  beyond  the  place  of  production, 
how  much  of  it  went  on  this  line  up  to  Glasgow,  for  instance;  how  much  was 
used  near  Helena,  near  Butte,  near  Anaconda?  You  see  the  problem  comes  in  in 
this  way.  And  of  course,  how  much  of  it  is  used  in  Coeur  d'Alene,  and  we 
have  had  some  data  as  to  furnishing  of  power  along  the  line  of  the  Milwaukee 
Railroad. 

The  purpose  of  my  question  is  this:  Considering,  as  I  have  outlined,  a  com- 
parison of  the  Flathead  site  as  against  other  sites  at  Great  Falls  or  possibly 
elsewhere,  the  problem  of  transmission  comes  in  prominently.  Apparently  from 
the  map  here,  if  the  big  increasing  load  w^ere  at  Butte  or  Anaconda,  that  Great 
Falls  plant  would  be  Justus  close  to  the  load  as  would  the  Flathead.  On  the 
other  hand,  if  your  increasing  load  were  at  Great  Falls,  the  advantage  of 
developing  at  or  near  Great  Falls  would  be  very  great  as  against  the  Flathead. 
Can  you  give  us  a  statement  now  or  to-morrow  morning  which  wull  make  that 
somewhat  clear  as  to  where  the  current  is  supplied  at  various  parts  of  your 
system? 

Mr.  Cocheane.  I  would  prefer  to  look  up  those  figures  rather  than  to  give  ;m 
offhand  guess  at  it. 

Mr.  Henshaw.  That  is  all  that  I  have. 

Mr.  BoNNEB.  Mr.  Henshaw,  before  you  leave  that,  don't  you  think  that  you 
ought  to  go  Into  the  question  of  flood  control  with  Mr.  Cochrane? 

Mr.  Henshaw.  Yes. 

Mr.  Bonner.  On  this  question  of  whether  the  dam  level  of  2,875  will  change 
the  flood  conditions. 

Mr.  Henshaw,  I  think  It  would  bo  well  to  go  into  that  for  the  record. 

By   Mi-.   IIknshaw: 
Question,  Mr.    Cochrane,   I   call   your  attention    to   a   diagram   contained   in 
Major  Butler's  report  of  June  7  to  the  commission  through  the  Chief  of  Engi- 
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ueers,  and  the  application  of  your  company  for  license,  and  specifically  to 
appendix  E,  which  is  entitled  "  Supplementary  Information  to  Accompany  Rocky 
Mountain  Power  Co.'s  Application,"  dated  March  2G,  1928.  It  contains  a  dia- 
gram entitled  **  River  Profiles  and  Backwater  Curves."  This  diagram  shows 
certain  profiles  as  observed  in  1928  at  three  different  stages  of  the  water,  and 
purports  to  show  the  backwater  curve  after  the  dam  shall  have  been  built  for 
corresponding  discharges. 

Now,  would  you  outline  to  us  the  method  used  in  computing  the  backwater 
curves,  particularly  in  the  portion  immediately  below  the  bridge  at  Poison,  and 
what  is  commonly  called  the  "choke"  in  the  vicinity  of  Big  Rock?  I  ask  this 
question  for  the  reason  that  it  appears  that  the  backwater  curves  cross  in  a 
manner  that  is  not  to  be  expected;  and  I  just  want  to  bring  out  the  extent  to 
which  this  and  original  observations  have  gone  into  a  study  of  that,  and 
whether  you  consider  that  this  study  is  authoritative  or  how  authoritative 
you  consider  that  it  is. 

Answer.  Well,  I  didn't  make  that  study.  That  was  made  by  Mr.  Moncrief. 
Inasmuch  as  I  have  not  seen  this  curve  before,  I  would  not  want  to  pass 
judgment  on  it. 

Question.  There  was  another  one  here  that  had  your  initials  on  it,  and  I 
thought  I  saw  them  on  this  one  too. 

Well,  do  you  know  how  extensive  observations  were  made  of  the  profiles  of 
the  river  below  Poison  in  the  fiood  of  1928?  W^as  that  made  uder  your  direction 
or  was  it  made  directly  by  Mr.  Moncrief? 

Answer.  It  was  not  made  under  my  direction.  The  profiles  of  the  river  dur- 
ing the  flood,  you  mean? 

Question.  Yes. 

Answer.  I  haven't  seen  those  figures. 

By  Mr.   Bonner  : 

Question.  The  question  we  are  getting  at,  Mr.  Cochrane,  is  simply  this :  It 
has  been  testified  to,  I  think  by  Mr.  Kerr,  that  the  construction  of  the  dam 
with  permanent  crest  2,875,  would  affect  no  change  in  the  fiood  conditions  at 
the  upper  end  of  the  lake,  beyond  those  which  have  occurred  naturally,  and  I 
wish,  if  you  have  any  engineering  studies  regarding  that,  you  will  present  them 
sometimes.     I  think  you  would  be  the  proper  one  to  give  that. 

Answer.  I  didn't  get  that  question,  if  it  was  a  question,  or  did  you  make  a 
statement? 

Question.  Well,  simply  this 

Answer.  Did  you  want  to  bring  out  the  fact  that  Mr.  Kerr  said  there  would 
be  no  increase  in  the  lake  level,  whereas  the  backwater  curves  show  that  there 
would  be? 

Question.  We  want  to  know  what  engineering  studies  you  have  undertaken 
in  order  to  form  a  basis  for  Mr.  Kerr's  statement. 

Answer.  I  personally  have  not — I  didn't  make  the  studies  on  backwater 
curves ;  they  were  made  by  our  engineer,  Mr.  ^loncrief. 

Question.  You  are  not  prepared  to  offer  anything  on  that  now? 

Answer.  I  have  seen  his  figures  on  it,  and  as  I  remember  it,  there  would  be 
during  the  normal  flood  a  slight  increase.  Theoretically,  any  obstruction  in 
the  river  backs  the  water  up  indefinitely.  It  tapers  off  pretty  sharply  at 
first,  but  there  is  a  little  rise  indefinitely  upstream.  That,  of  course,  would 
occur  here.  It  is  not,  as  I  remember  it,  an  important  matter.  It  is  measured 
in  inches  rather  than  in  feet. 

By  Mr.  Henshaw  : 
Question.  It  is  important  as  a  matter  of  controversy  between  the  company, 
if  I  may  so  put  it,  and  the  people  at  the  head  of  the  lake.  We  in  the  commis- 
sion feel  that  the  people  in  the  lake  have  reasonably  got  to  be  satisfied  that 
the  flood  conditions  are  not  to  be  increased.  The  computations  in  the  repi^rt 
submitted  by  the  Rocky  Mountain  Power  Co.,  but  prepared  in  the  office  of 
Charles  T.  Maine,  show  certain  discrepancies.  At  one  point  there  are  compu- 
tations which  indicate  that  with  a  flood  equal  to  that  of  1894,  as  near  as  we 
can  determine,  the  maximum  height  of  the  lake  would  be  about  2,899.4  feet; 
whereas,  the  best  information  we  have  as  to  the  actual  height  of  the  lake  was 
tliat  it  was  2,900  feet.  There  is  also  in  the  same  report  a  diagram  designated 
"  Lake  Levels  and  Flood  Curves,"  which  indicates  that  on  the  basis  of  studies, 
a  flood  of  any  magnitude  would  rise  to  a  height  varj'ing  from  five-tenths  down 
to  about  four-tenths  at  extreme  stages,  above  the  natural  stage.  Now,  I  might 
say  that  this  is  entirely  to  be  expected.     It  could  hardly  be  otherwise,  because 
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it  is  a  well-known  fact  that  bac-kwatt^r  does  extend  a  long  way,  even  past  con- 
siderable stretches  of  concentrated  fall  in  the  river. 

I  w^onld  like  after  that  statement — I  will  just  ask  Mv.  Cochrane  this: 

Question,  If,  in  the  opinion  of  the  staff  of  the  commission  it  should  appear 
necessary  to  require  dredging  in  the  outlet  of  the  lake  below  Poison,  in  the 
interest  of  flood  control,  even  though  the  draft  of  storage  below  2,8S3  were 
not  now  contemplated  by  the  company,  whether  the  company  would  see  any 
objection  to  making  such  requirements  in  the  license? 

Answer.  No ;  we  would  have  no  objection. 

Mr,  Kelly:  Assuming  we  should  get  permission  to  do  it  from  the  commis- 
sion or  from  those  interested, 

Mr.  Henshaw.  If  we  required  you  to  do  it,  we  would  thereby  give  you  per- 
mission. There  would  have  to  go  with  that,  of  course,  certain  requirements 
as  to  maintenance  of  navigable  depths  in  the  harbor  of  Poison. 

Mr.  Kexly.  I  had  in  mind  the  protection  of  the  shore  of  the  lake,  as  sug- 
gested by  Secretary  Dixon. 

Mr.  Henshaw.  These  things  have  to  be  brought  up  in  a  rather  tentative  and 
hypothetical  way,  because,  as  anyone  knows,  equally  good  engineering  studies 
may  arrive  at  somewhat  different  infonnation,  but  it  seemed  to  us  that  this 
should  be  brought  up,  even  thus  briefly  at  this  hearing,  so  that  there  might  be 
no  misunderstanding  as  to  what  we  had  found  and  what  our  conclusions  were. 

Mr.  Kelly.  I  think  I  would  be  safe  in  stating  for  the  Rocky  Mountain  Power 
Co.  that  they  can  and  will  do  anything  in  that  regard  that  any  applicant  can 
and  will  do. 

By  Mr.  Russell: 

Question.  I  have  just  one  or  two  questions,  Mr.  Cochrane.  Speaking  of  the 
depreciation,  in  your  statement  you  use  2  per  cent,  and  I  didn't  understand  Mr. 
Scattergood's  question  as  to  just  what  you  included  in  the  2  per  cent  for  de- 
preciation.    "Will  you  tell  me  again? 

Answer,  I  estimated  that  that  item  of  expense  would  be  sufficient  to  keep 
the  plant  in  good  operating  condition,  rebuild  it  in  part  or  in  whole,  at  such  long 
periods  as  might  be  necessary,  and  keep  it  going  forever.  It  was  given  on  that 
basis. 

Question.  Then  you  would  be  including  in  your  2  per  cent  a  part  of  the 
operating  expenses  in  the  nature  of  repairs  that  would  be  charged  to  operating 
expenses  and  not  to  depreciation,  would  you  not? 

Answer.  That  was  on  the  basis  that  if  a  property  is  continually  repaired 
and  rebuilt  and  replaced  as  occasion  requires,  there  is  no  other  item  of  obso- 
lescence or  replacement  required. 

Question.  Of  course,  I  have  heard  that  argument  for  a  good  many  years, 
that  if  you  keep  up  to  100  per  cent  efficiency  there  is  no  depreciation,  but  of 
course  it  has  been  held  otherwise,  so  we  have  got  to  discuss  it  othei*wise. 

Answer.  That  was  my  thought,  and  if  the  commission  desires  to  set  up  the 
statment  in  another  way,  we  have  no  objection. 

Question.  What  is  the  service  life  in  your  line  of  power  constructed  prop- 
erties.   What  is  your  estimate  of  the  service  life  on  straight  line  basis? 

Answer.  Of  a  power  plant? 

Question.  Yes. 

Answer.  Well,  that  is  a  rather  broad  question.  A  power  plant — some  are 
longer  than  others.  There  might  be  variations  of  more  than  a  hundred  per  cent. 
We  have  had  in  our  system,  since  my  recollection,  three  power  plants  which 
have  now  been  entirely  dismantled  and  abandoned.  They  lived  their  natural 
life  and  they  are  through. 

Question.  Is  that  due  to  obsolescence  or  to  functional  depreciation,  or  was 
that  due  to  deterioration  and  wear  in  the  property? 

Answer.  It  is  due  to  a  little  of  everything. 

Question.  Well,  now,  let  us  separate  them. 

Answer.  In  one  case  it  was  due  principally  to  the  irrigators  in  the  valley 
above — that  is  on  the  Big  Hole — in  the  valley  above  the  plant  taking  more 
and  more  water  from  year  to  year  until  there  was  hardly  enough  water  to 
make  it  pay  to  run  the  plant? 

Question.  That  would  be  a  matter  of  obsolescence  or  functional  deprecia- 
tion. Now,  sticking  to  the  question  of  depreciation  in  itself,  depreciation  as 
defined  by  the  courts  to  be  the  natural  wear  and  tear  upon  the  property,  elimi- 
nating all  question  of  obsolescence  or  functional  depreciation,  what  would  you 
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say  would  be  the  service  life  of  the  dam  property  without  taking  into  con- 
sideration any  enormous  repairs,  how  long  would  it  last? 

Answer.  The  dam? 

Question.  Yes. 

Answer.  I  don't  know.  It  would  probably  last  a  long  time. 

Question.  For  instance,  how  long? 

Answer.  I  would  say  at  least  50  years,  maybe  a  hundred,  maybe  a  thousand. 

Question.  Let  us  take  masonry 

Secretary  Wilbuk  (interposing).  Pardon  me  just  a  moment.  How  long  is 
it  going  to  take  to  silt  up  there? 

Answer.  I  don't  know  that  either.    Silt  up  the  lake,  you  mean? 

Secretary  Wilbuk.  Yes. 

By  Mr.  Russell,: 

Question.  Would  you  say  that  concrete  construction,  such  as  is  now  used  in 
dams,  would  have  as  long  a  service  life  as  the  masonry  that  was  formerly 
used? 

Answer.  Cut  stone  masonry? 

Question.  Yes. 

Answer.  I  don't  think  so ;  no. 

Question.  Well,  assuming  that  masonry  has  been  found  to  have  a  tservice 
life  of  100  years  or  more,  what  would  you  say  would  be  the  service  life  of 
concrete  construction  ? 

Answer.  I  should  say  50  or  75  years  or  more. 

Question.  Or  75  5'ears? 

Answer.  That  is  until  it  is  entirely  unfit  for  use.  Now  let  me  make  another 
remark  there.  At  our  Volta  plant  we  have  a  dam  of  massive  concrete  con- 
struction, similar  to  what  this  will  be,  and  in  about  10  years  after  the  plant 
was  built  we  had  trouble  due  to  the  frost  action  spalling  off  the  concrete  on 
the  back  of  the  dam  until  it  got  to  be  :n  such  a  condition  that  we  had  to 
spend,  I  think,  $90,000  or  more  on  just  one  comparatively  small  section  in 
repairing  it.  I  think  such  a  charge  as  that,  for  instance,  would  go  against  this 
2  per  cent.  I  don't  know  how  long  that  dam  would  have  lasted  If  that  thing 
had  continued  and  we  had  not  repaired  it,  but  we  repaired  it. 

Question.  What  was  the  total  cost  of  that  project  upon  which  you  spent 
$90,000  in  repairs,  just  approximately,  Mr.  Cochrane — two  or  three  million? 

Answer.  Yes ;  over  three  million. 

Question.  Over  three  million?  Now,  have  you  ever  considered  the  matter 
of  depreciation  and  the  difference  between  depreciation  and  repairs  and  main- 
tenance as  being  a  line  drawn  where  repairs  equal  more  than  one-half  of  the 
value  of  the  property?  That  is,  that  it  is  a  matter  of  repairs  up  to  one-half 
and  charged  to  operating  expenses,  and  if  repairs  equal  more  than  one-half 
of  the  value  of  the  property  it  is  a  charge  to  maintenance  and  capital  account? 
Have  you  that  method  of  accounting  in  your  organization? 

Answer.  I  think  I  have  heard  of  that  method. 

Question.  Have  you  used  that  methdd  in  any  manner  in  computing  these 
figures  of  2  per  cent? 

Answer.  I  have  not,  no. 

Question.  Your  2  per  cent,  then,  includes  these  repairs  and  includes  deprecia- 
tion— I  mean  by  that,  wear  and  tear  on  the  property — and  also  includes  obso- 
lescence? 

Answer.  In  making  that  figure  I  didn't  make  definite  estimates  of  the  life 
of  each  individual  part  of  the  development,  nor  make  definite  estimates,  which 
are  impossible  for  me  to  make — some  people  may  be  able  to  make  them — 
of  what  repairs  will  be  necessary,  or  at  how  long  intervals  or  what  the  expense 
of  these  repairs  will  be.  I  simply  made  it  as  a  general  over  all  figure  which 
is  obtained  from  my  recollection  of  the  amounts  which  w^ere  found  necessary 
to  set  aside  on  our  system  as  a  whole. 

Question.  Which  includes  these  three  Items? 

Answer.  With  some  allowance,  of  course,  for  the  difference  in  the  fact  that 
this  is  a  power  plant  and  our  system  as  a  whole  includes  both  power  plants 
and  transmission  lines. 

Question.  And  included  all  three  items  of  repairs,  maintenance,  and  depre- 
ciation? 

Answer.  If  it  is  proper  to  ask  a  question  back,  if  you  are  trying  to  bring  out 
the  point  that  in  your  judgment  this  figure  is  too  low  or  too  high,  I  will  be 
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perfectly  willing  to  modify  it.  I  don't  insist  that  this  is  the  true  figure  which 
will  come  out.     That  is  my  estimate. 

Question.  I  am  not  quarrolinu  about  it  or  ar?serting  any  opinion,  Mr. 
Cochrane.  It  apears  to  the  .icceiriting  section,  and  it  appeared  to  me,  that  if 
you  figured  2  per  cent  on  the  investment  as  depreciation  and  depreciation  alone, 
that  your  figure  was  too  high,  because  if  you  take  into  consideration  that  your 
concrete  construction  has  a  service  life  of  75  to  100  years,  then,  of  course, 
you  2  per  cent  is  too  high  for  depreciation.  Repairs  ought  not  to  be  included 
in  that,  as  repairs  are  chargeable  to  operating  expenses.  Obsolescence  ought 
not  to  be  charged  into  that,  because  obsolescence  arises  from  what  is  termed 
by  Justice  Brandeis  in  the  O'Fallon  case  as  "  functional  depreciation,"  which 
is  not  the  depreciation  on  wear  and  tear,  and  that  is  the  thought  that  I  had 
and  that  is  why  I  asked  you  the  question.  Have  you  taken  into  consideration 
by  observation  the  service  life  of  property  as  required  under  the  recent  court 
decision? 

Answer.  I  don't  know  what  court  decision  you  refer  to. 

Question.  The  court  has  decided  in  the  Indianapolis  Water  Co.  v.  McArdle 
case  that  depreciation  can  not  be  estimated  upon  a  straight  line  basis;  that 
it  must  be  coupled  with  observation  of  the  property,  and  then  the  judgment 
reached  in  connection  with  the  service  life  as  to  what  the  depreciation  consists 
of.    That  is  in  general  the  holding. 

Answer.  Of  course  I  haven't  had  a  chance  to  observe  this  property.  It  isn't 
built  yet.    Does  that  apply  to  property  already  in  existence? 

Question.  To  property  in  existence. 

Answer.  This  is  not  in  existence. 

Question.  I  Understand,  but  have  you,  in  estimating  this  2  per  cent  as 
depreciation,  based  that  2  per  cent  upon  your  experience  with  the  other  plants 
that  have  been  constructed  for  a  long  period  of  years,  by  using  observation 
and  service  life  to  arrive  at  the  2  per  cent,  or  is  it  just  a  guess  and  jump 
figure,  the  2  per  cent? 

Answ^er.  A  guess  and  jump  figure  would  indicate  that  I  had  given  the 
matter  no  thought.  I  have  given  it  considerable  thought,  and  I  think  it 
represents  a  fair  charge — and  when  I  say  that,  I  mean  to  have  it  cover  all  the 
additional  costs  which  the  owner  would  be  put  to  during  the  life  of  the  property, 
in  addition  to  the  other  items  shown  there. 

Question.  Well,  if  it  was  found  that  your  2  per  cent  should  be  1  per  cent  or 
1%  per  cent,  then  your  return  would  be  that  much  more?  That  is,  the  difference 
between  what  it  is  found  to  be  and  your  2  per  cent. 

Mr.  Kelly.  That  would  not  be  true,  I  submit,  Mr.  Russell,  if  you  transferred 
it  into  operating  cost  and  spent  the  money  out  of  your  operating  income.  You 
would  have  to  increase  your  operation  expenses,  would  you  not? 

Mr.  Russell.  No,  I  mean  if  you  charged  everything  into  repairs  and  main- 
tenance— if  you  charged  repairs  and  maintenance  into  operating  costs  and 
aside  from  that  had  2  per  cent  depreciation,  strictly  depreciation,  and  it  was 
found  that  your  depreciation  charge  of  2  per  cent  on  the  investment  was  1  per 
cent  too  high,  say,  then  it  would  increase  your  earning  capacity  by  whatever 
differential  there  is  between  what  was  found  to  be  and  what  you  said  as  2 
per  cent. 

Mr.  Kelly.  Provided  you  didn't  transfer  it  out  of  that  fund  and  put  it  on 
operating  expenses,  and  thereby  increase  them.  Your  net  result  would  be  the 
same  then. 

Mr.' Russell.  That  might  be  true,  but  when  we  are  speaking  of  depreciation 
we  are  not  speaking  of  operating  expenses  in  the  way  of  repairs,  and  that  is 
what  I  wanted  him  to  explain. 

By  Mr.  Scatteegood: 

Question.  May  I  ask  the  witness  whether,  if  this  1  per  cent  could  be  released 
in  the  way  that  Mr.  Russell  has  indicated,  whether  that  would  not  in  itself 
supply  the  1  per  cent  for  the  amortization  fund  that  I  questioned  you  about 
earlier? 

Answer.  You  mean  if  the  1  per  cent — if  you  could  take  that  2  per  cent  and 
divide  it  into  1  plus  1  r)er  cent,  and  give  different  names  to  the  two  funds, 
would  that  be  better? 

Question.  That  is  what  I  meant. 

Answer.  That  would  be  satisfactory  to  us. 
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Question.  In  other  words,  without  changing  any  of  your  calculations,  you 
could  simply  assign  1  per  cent  to  the  amortization  charge,  instead  of  2  per 
cent  to  the  depreciation  charge. 

Answer.  I  don't  know  what  to  say  to  that. 

Question.  It  is  something  for  the  commission  to  settle,  isn't  it? 

Answer.  Yes. 

By  Mr.  Russell: 

Question,  And  you  are  not  entirely  satisfied  that  the  2  per  cent  that  you 
have  used  here  for  depreciation  is  strictly  allocable  to  depreciation  as  defined 
as  wear  and  tear  on  the  property'?     That  is  what  I  am  trying  to  get  at. 

Answer.  No,  I  would  say  it  was  better  defined  as  being  the  charge  which 
covered  that,  and  any  other;  item  of  expense  due  to  the  fact  that  the  property 
did  not  remain  at  full  value  throughout  its  life.  And  in  addition  to  the  other 
charges  that  are  shown  there. 

Question.  In  other  words,  you  are  including,  then,  in  your  2  per  cent,  all 
repairs  necessary  to  keep  the  property  up  to  100  per  cent  eflBciency?  Is  that 
correct? 

Answer.  That  was!  my  thought,  yes. 

Question.  Whether  those  repairs  equalled  less  or  more  than  one-half  of  the 
cost  of  the  property?     Is  that  right? 

Answer.  Well,  the  2  per  cent  would  not  be  correct  if  the  repairs  proved 
to  be  less  or  more  than  that  amount.  But  whatever  they  are  and  whatever 
this  matter  of  expenses  is,  will  not  be  changed  by  my  estimate.  That  is  my 
guess  now.     I  had  to  make  some  figure  on  it. 

Question.  You  understand  that  this  depreciation  matter  is  a  matter  new  in 
this  commission,  and  that  is  why  I  wanted  your  statement  and  your  experience, 
so  that  we  might  use  it  as  against  our  own  experience. 

That's  all. 

By  Mr.  Scattekgood: 

Question.  Mr.  Cochrane,  in  regard  to  rei>airs  didn't  you  say  that  all  except 
major  repairs  belonged  or  were  covered  by  your  item  "operating  expenses"? 

Answer.  Yes,  operating  expenses  covering  minor  repairs. 

Question.  Then  what  you  have  just  said  now,  w^hen  you  said  that  the  de- 
preciation item  included  all  repairs,  should  be  modified  in  that  respect? 

Mr.  Kelly.  You  mean  all  major  repairs? 

Answer.  All  major  repairs,  yes. 

By  Mr.  Russell: 

Question.  Well,  major  repairs  as  held  by  some  commissions  in  determining 
depreciation  would  equal  25  or  50  per  cent  of  the  value  of  the  property, 
and  that  would  be  permitted  to  be  charged  into  the  capital  account.  Then 
that  would  be  included  in  your  2  per  cent,  wouldn't  it,  if  your  major  repairs 
reached  that  amount? 

Answer.  I  don't  know. 

Question.  In  other  words,  there  is  a  limit  to  repairs,  is  there  not,  Mr. 
Cochrane? 

Answer.  Ordinarily ;  yes. 

Question,  You  couldn't  repair  a  property  by  building  it  new,  could  you? 

Answer.  No, 

Question,  So  that  there  is  a  dividing  line  between  what  constitutes  repairs 
to  a  property  and  what  constitutes  new  construction,  isn't  there? 

Answer,  I  think  so. 

Question.  Now%  in  your  opinion,  what  it  that  dividing  line,  applying  it  to 
hydroelectric  power  sites? 

Answer.  I  would  say  that  repairs  consisted  in  furnishing  new  parts  or 
rebuilding  old  parts  of  a  structure,  where  the  major  part  of  the  structure  was 
still  in  existence  and  was  continued  as  part  of  the  repaired  structure.  I  said 
rebuilding  would  be  where  the  old  structure  was  torn  away  and  a  new  struc- 
ture erected  in  its  place. 

Question.  Would  you  be  prepared  to  say  where  that  dividing  line  should 
be,  whether  it  should  be  10  per  cent,  20  per  cent,  30  per  cent,  40  per  cent  of 
the  cost  of  original  construction? 

Answer.  I  would  not. 

Mr.  Kelly.  You  mean  of  the  unit  being  repaired  or  the  entire  system? 

Mr.  Russell.  The  unit  being  repaired,  of  course. 

Answer.  I  would  not  wish  to  draw  a  definite  line  and  say  that. 


4142      SUEVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

By  Mr.  Russeix: 

Question.  Well,  you  do  know  that  some  repairs,  if  they  are  of  sufficient 
magnitude,  are  properly  chargeable  to  the  capital  account,  do  you  not,  Mr. 
Cochrane? 

Answer.  Well,  that  is  a  matter  of  accounting  and  I  am  not  qualified  as  an 
accountant.  In  other  words,  all  the  things  you  are  talking  about  are  not 
a  matter  of  what  actually  happens;  they  are  not  a  matter  of  actual  cost,  but 
what  would  you  use  to  describe,  and  the  words  you  use  to  describe  and  segre- 
gate the  different  classifications  of  cost,  and  it  is  all  right  with  me  for  you 
to  do  it  any  way.  I  am  not  trying  to  insist  that  a  particular  name  shall  go 
opposite  that  2  per  cent  and  that  it  should  be  changed  and  called  another 
name. 

Question.  In  other  words,  let  us  get  it  again.  The  2  per  cent  that  you  use 
here  includes  repairs,  it  includes  wear  and  tear  on  the  property,  and  it  includes 
any  obsolescence  in  the  property.     Have  I  got  that  right  now? 

Mr.  Keixy.  All  except  minor  repairs,  which  he  said  he  had  in  the  operating 
expense. 

By  Mr.  Russell  : 

Question.  With  Mr.  Kelly's  statement,  with  that  qualification,  have  I  got 
it  right? 

Answer.  I  think  Mr.  Kelly's  modification 

Question.  Would  make  it  right? 

Answer.  Would  make  it  right. 

Question.  Now,  where  would  you  end  the  amount  of  minor  repairs  as  com- 
pared with  the  total  value  of  the  property? 

Mr.  Kelly.  I  would  object  to  that  as  being  impossible  of  anwer. 

Mr.  Russell.  Well,  that  is  a  matter  of  opinion,  Mr.  Kelly,  and  I  am  asking 
for  his  opinion. 

Question.  What  do  you  mean  by  "minor  repairs  "? 

Answer.  I  can't  make  an  intelligent  answer  to  that  question. 

By  Mr.  Bonner: 

Question.  One  thing  before  we  close,  Mr,  Cochrane.  Mr.  Scattergood  calls  to 
by  attention  Exhibit  No.  12.  He  suggests  that  there  may  be  a  typographical 
error  in  the  second  figure  in  the  third  column,  that  it  should  be  2^4  mills  instead 
of  2^  cents.     [Showing  the  exhibit  to  the  witness.] 

Answer.  That  is  correct. 

Question.  We  may  then  correct  the  exhibit? 

Answer.  It  should  be  changed,  yes. 

Mr,  Kelly.  It  should  be  changed  on  the  copies,  then.  The  other  copies 
likewise. 

(The  witness  made  the  change  on  the  exhibit.) 

Mr.  Bonner.  I  think  it  is  merely  a  typographical  error.  It  makes  no  differ- 
ence in  the  extensions. 

The  Witness.  Yes,  the  figure  was  mentioned  here  several  times. 

By  Mr.  Scattergood  : 

Question.  I  don't  want  to  stay  long,  but  I  was  just  going  to  ask  the  witness 
one  matter  in  reference  to  transmission,  that  he  mentioned  earlier  when  he 
submitted  answers  to  somebody  else — I  have  forgotten  who  it  was  now — I 
wanted  him  to  convert  the  $10  transmission  cost  into  cost  per  kilowatt  luiur.  if 
he  could,  so  we  will  know  what  his  version  is  of  the  amount  that  should  be 
added  to  the  kilowatt-hour  cost  delivered  at  Anaconda. 

Answer.  That  is  the  IVi  mills. 

Question,  Is  that  to  be  taken  as  a  correction  of  Mr.  Kerr's  statemeni  yc  sk  i 
day,  that  transmitting  cost  would  be  1%  mills? 

Answer.  Well,  that  is 

Mr.  Kebr.  How  many  kilowatts? 

Answer  (continuing),  I  would  not  say  it  was  a  correction.  My  estimate  was 
based  on  a  certain  definite  problem  from  one  place  to  another.  That  is  not  the 
general  cost  of  transmitting  all  power. 

By  Mr.  Scattergood  : 
Question.  Of  course  not.  But  I  meant  in  a  particular  transmission  problem 
to  Anaconda.    I  understood  Mr.  Kerr  yesterday  to  say  it  was  1.3,  and  I  noticed 
you  say  it  is  1.5  mills. 
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Answer.  In  making  my  figures  I  included  the  cost  of  the  substations  for 
stepping  down  the  high  voltage  to  the  customer.  It  is  possible  he  didn't  include 
that,  but  just  merely  transmission  on  the  line  itself. 

Question.  Would  that  ordinarily  be  considered  as  transmission  cost  or  would 
that  be  distribution  cost? 

Answer.  I  think  that  commonly  it  is  considered  as  transmission  cost.  But 
that  is  merely  an  arbitrary  classification. 

Mr.  ScATTERGooD.  Mr.  Chairman,  I  have  some  more  questions  that  I  wanted 
to  ask  the  witness  tomorrow  about  the  15,000  horsepower,  but  I  don't  want  to 
start  in  tonight. 

Mr.  Bonner.  I  understand  you  want  to  leave  now? 

Mr.    SCATTERGOOD.    YcS. 

Mr.  Bonner.  Then  we  had  better  let  it  go  until  9.30  in  the  morning. 
(Whereupon,  at  5  o'clock  p.  m.  an  adjournment  was  taken  until  9.30  a.  m. 
Thursday,  November  7,  1929.) 


Washington,  D.  C,  November  7,  1929. 

The  hearing  of  the  Federal  Power  Commission  upon  the  applications  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler  to  develop  power  on 
Flathead  Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  office  of  the 
Secretary  of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present:  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior;  Hon.  Joseph 
M.  Dixon,  Assistant  Secretary  of  the  Interior ;  F.  E.  Bonner,  Esq.,  executive 
secretary  to  the  Federal  Power  Commission ;  and  Northcutt  Ely,  Esq.,  execu- 
tive assistant  to  the  Secretary  of  the  Interior. 

The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present:  Col.  T.  H.  Brown,  chief  counsel;  Col.  Max  Tyler,  chief  engineer; 
Mr.  J.  F.  Lawson,  assistant  chief  counsel ;  Maj.  F.  K.  Newcomer,  assistant 
engineer ;  Mr.  Charles  A.  Russell,  solicitor,  Mr.  F.  H.  Henshaw,  engineer ; 
Mr.  William  V.  King,  chief  accountant. 

Also  present:  Hon.  .J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs ;  John  R.  K.  Reeves,  Esq.,  attorney  for  the  Indian  Bureau ;  B.  E.  Jones, 
Esq.,  United  States  Geological  Survey ;  Nelson  A.  Mason,  Esq.,  clerk  of  the 
Senate  Committee  on  Indian  Affairs ;  and  S.  J.  Flickinger,  Esq.,  Office  of 
Indian  Affairs. 

Appearances :  As  heretofore  noted. 

Mr.  Dixon.  We  will  come  to  order.  Mr.  Cochrane  was  still  on  the  stand. 
Were  you  cross-examining  when  we  closed? 

Mr.  Forbes.  No;  I  think  Mr.  Scattergood  was. 

Mr.   Dixon.  Proceed,   Mr.    Scattergood. 

Whereupon, 

H.  H.  Cochrane,  the  witness  on  the  stand  at  the  time  of  adjournment, 
resumed  the  stand  and  testified  further  as  follows: 

Cross-examination    (resumed)   by  Mr.  Scattergood: 

Question.  When  I  was  cross-questioning  Mr.  Cochrane  yesterday  interrup- 
tion developed  over  the  Hungry  Horse  Reservoir  and  other  kinds  of  storage 
at  Swan  Lake  and  others,  and  I  want  to  take  up  the  thread  now  along  the 
same  line.     Just  one  or  two  straight  points. 

Yesterday,  Mr.  Cochrane,  you  heard  Mr.  Kerr  mention  that  the  $1  a  horse- 
power proposed  to  be  paid  to  the  Indians  for  rental  had  been  taken  from  the 
scale  that  had  been  used  by  the  Forestry  Department.  Do  you  know  anything 
about   that? 

Answer.  Well,  that  refreshes  my  memory  on  the  subject  a  little  bit,  and  I 
presume  that  that  was  where  the  figure  originated,  but  as  for  our  average — 
that  is,  in  assuming  that  figure,  we  assumed  that  it  was  not  based  on  detailed 
calculations  as  to  how  much  we  thought  this  site  was  worth  or  how  much  we 
could  be  forced  to  pay  for  it,  or  anything  of  that  kind ;  it  was  just  a  fair  nom- 
inal figure  taken  without  analysis. 

Question.  That  is  just  what  I  thought  it  was.  Now.  in  the  matter  of  this 
forestry  scale,  do  you  know  whether  that  scale  is  still  in  existence  in  the  For- 
estry Department? 

Answer.  I  don't  know  for  sure;  no. 
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Question.  Do  you  know  anything  about  it? 

Answer.  No. 

Question.  You  don't  know  whether  I  am  right  in  tlie  impression  that  1  gained 
from  the  head  of  the  Forestry  Service  that  it  no  longer  exists? 

Answer.  I  don't  know  of  my  own  knowledge ;  no. 

Question.  Well,  do  you  know  whether  or  not,  when  it  was  in  existence,  it 
measured  anything  on  the  basis  of  actual  values  of  sites,  or  was  it,  just  as  you 
say,  nominal? 

Answer.  That  is  my  impression,  that  it  was  nominal,  arbitrary. 

Question.  Would  there  have  been  any  particular  reason  for  the  United 
States  Government  on  public  lands  or  in  forest  reserves,  where  a  water-power 
site  is  involved,  to  charge  anything  but  a  nominal  value?  There  would  be  no 
object  in  the  Government  doing  it,  would  there?  I  mean  nominal  rental  when 
I  say  vahie. 

Mr.  Kelly.  Five  per  cent  of  the  gross  value  of  the  product  is  hardly  nominal. 

Answer.  I  think  perhaps  arbitrary  should  be  used  instead  of  the  word 
**  nominal  "  in  this  computation, 

Bj  Mr.    SCATTERGOOD : 

Question.  What  I  meant  to  say  was  wouldn't  it  be  a  fact  that  whatever 
<!harge  was  made  by  the  United  States  Government  would  have  to  be  carried 
through  into  the  rate  and  be  loaded  upon  the  consumers? 

Answer.  In  the  same  way  that  any  other  charge  would  be;  yes,  sir. 

Question.  So  that  in  public  lands  and  Forestry  cases,  where  there  is  no 
special  ownership  involved,  as  there  is  in  the  case  where  Indian  property  is 
held  in  trust,  there  is  no  reason  for  the  Government  to  make  the  consumer  pay 
anything  more  than  the  real  fair  cost  and  the  proper  return  to  the  company? 

Answer.  I  wouldn't  think  there  would  be  any  object  in  the  Government  re- 
xjuiring  the  customer  to  pay  more  than  a  fair  charge  in  any  event. 

Question.  That  is  what  I  think,  too,  and  I  wanted  to  just  bring  it  out,  that 
so  far  as  that  nominal  charge  is  concerned,  it  was  nominal  and  was  not  meant 
to  in  any  way  measure  the  value  of  the  site ;  and  as  a  matter  of  fact,  that  scale 
no  longer  exists. 

Leaving  that  point  and  returning  for  a  moment  to  the  over-all  efficiency 
again — I  am  sorry  that  I  overlooked  one  point  and  had  to  go  back  again,  but 
in  your  direct  testimony  you  made  reference — in  your  final  statement — to  the 
fact  that  the  Federal  Power  Commission  uses  that  basis  in  its  calculation  of 
the  capacity  of  the  power  sites,  did  you  not? 

Answer.  Yes. 

Question.  Now,  do  you  know  what  formula  is  used  by  the  Federal  Power 
•Commission  [ 

Answer.  Yes. 

Question.  What  is  it? 

Answer.  Horsepower  is  equal  to  the  head  times  the  flow  in  cubic  feet  per 
second,  times  the  factor  0.08. 

Question.  And  that  is  based  on  what  percentage  of  efficiency? 

Answer.  Seventy. 

Question.  Is  there  any  reason,  in  the  case  of  the  Federal  Power  Commission, 
of  doing  anything,  of  measuring  power  up  to  its  full  capacity  in  any  one  site? 

Answer.  I  don't  think  the  Federal  Power  Commission  has  any  object  in  mak- 
ing its  figure  either  too  high  or  too  low. 

Question.  But  what  it  needs  to  do  is  to  form  a  basis  for  the  measurement  of 
Its  charge,  is  it  not? 

Answer.  Yes ;  and  presumably  as  accurately  as  possible. 

Question.  And  isn't  that  formula  considered  so  ultraconservative  that  nobody 
would  ever  question  the  propriety  of  using  it  as  a  basis  for  assessing  the  fee 
of  25  cents  per  horsepower? 

Answer.  Considered  by  whom? 

Question.  I  say,  isn't  that 

Answer.  You  asked  me  if  it  was  considered ;  I  don't  know  who  considered  it. 

Question.  Well,  do  you  not  consider  it,  then? 

Answer.  I  think  it  is  a  very  fair  figure. 

Question.  But  It  is  a  conservative  basis,  is  it  not? 

Answer.  As  it  should  be. 

Question.  In  other  words.  It  Is  comparable,  is  it  not,  to  a  lower  assessment 
for  taxes,  which  is  often  utilized  by  taxing  authorities,  than  the  full-value 
t)a8is? 
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Answer.  I  didn't  know  that  it  had  anything  to  do  with  taxes. 

Question.  It  has  not.  but  I  say  it  is  comparable,  is  it  not? 

Answer.  Comparable  with  what? 

Question.  Is  it  not  comparable  to  the  low  basis  of  assessment  of  taxes? 

Answer.  No ;  I  don't  think  so,  if  I  understand  what  you  mean.  Property  in 
Montana,  for  instance,  is  assessed  at  various  percentages  of  its  true  value,  some 
classes  100  per  cent,  some  classes  50  per  cent,  some  classes  30  per  cent.  It  is 
not  comparable  with  those  figures  except  with  the  hundred  per  cent  one. 

Question.  Is  this  comarpable  to  assessment  of  real-estate  property  at  100  per 
cent  of  its  value? 

Answer.  I  don't  think  you  can  compare  a  formula  with  a  tax  assessment. 

Question.  I  am  not  comparing  the  formula;  I  am  comparing  the  basis  on 
which  the  fee  of  the  Federal  Power  Commission  is  assessed  and  collected,  the 
basis  of  it.    Is  that  not  comparable  with  the  basis  of  a  tax? 

Answer.  I  don't  think  so. 

Question.  Why  not? 

Answer.  Except  in  the  sense  that  you  compare  anything.  You  can  compare 
things  that  are  similar ;  you  can  compare  things  that  are  not  similar.  You 
can  say  they  are  comparable  in  that  sense. 

Question.  Well,  isn't  it  analagous  to  a  tax  assessment  in  the  fact  that  both 
it  and  the  tax  assessment  serves  as  a  basis  for  the  calculation  of  a  public 
charge? 

Answer.  I  don't  think — so  far  as  I  know,  the  capacity  of  the  power  site  in 
this  case  is  not  the  basis  of  charge,  as  calculated  by  that  formula. 

Question.  Then  what  is  the  basis  of  the  charge? 

Answer.  It  is  arbitrary. 

Mr.  Kelly.  Actual  production  would  be  the  basis. 

By  Mr.  Scattergood  : 

Question.  It  is  arbitrary,  isn't  it?     It  is  based  on  this  formula,  isn't  it? 

Answer.  It  is  based  on  nothing  so  far  as  I  have  been  able  to  find  out  from 
reading  the  rules  and  regulations  of  the  Power  Commission  and  the  water- 
power  law. 

Question.  All  right,  let's  begin  over  again.  What  is  the  basis  of  the  Federal 
_power  charge,  the  way  of  calculating  it  that  the  Federal  commission  uses? 

Answer.  For  Indians? 

Question.  For  any  power  development. 

Answer.  The  charge  for  the  Indians,  as  I  remember  it 

Question.  No ;  we  are  talking  about  the  Federal  power  charge,  not  the  Indian 
•charge — the  Federal  power  charge  of  25  cents. 

Answer.  Well,  that  in  this  case,  I  understand,  has  been  remitted,  so  we  are 
not  concerned  with  it. 

Question.  I  am  well  aware  of  that,  but  what  is  the  general  basis  of  the 
measurement  of  the  charge  made  by  the  Federal  Power  Commission? 

Mr.  Kelly.  I  submit,  Mr.  Scattergood,  that  that  is  either  a  matter  covered  by 
the  law  or  the  rules  of  the  commission,  and  it  is  not  for  this  witness  to  testify 
what  the  law  is. 

Mr.  ScATTEEGOOD.  It  is  necessary  for  me  to  go  back  to  the  beginning  again, 
"because  this  witness  didn't  seem  to  understand  the  analogy  that  I  was  trying  to 
draw,  and  I  was  hoping  that  it  would  develop  by  my  questions.  If  there  is 
anything  improper  about  it,  I  don't  want  to  pursue  it. 

Mr.  Kelly.  I  think  it  is  only  a  waste  of  time.     I  wouldn't  say  it  is  improper. 

Mr.  ScATTEEGOOD.  Well,  I  am  afraid  I  am  an  amateur  in  cross-examination, 
and  you  will  have  to  bear  with  me  in  my  frailty. 

Question.  Can  you  tell  me,  please,  what  is  the  basis  of  the  calculation  of  the 
<!harge  for  the  Federal  power  25  cents  per  horsepower? 

Answer.  I  think  it  is  based  on  the  capacity  of  the  site.  It  is  so  long  since  I 
have  read  it,  I  would  rather  have  the  formula  referred  to  and  find  out  what  it 
actually  is. 

Question.  -Isn't  it  the  very  formula  that  you  yourself  quoted  a  few  minutes 
-ago? 

Answer.  That  is  my  impression. 

Question.  Well,  that  is  my  impression,  so  we  are  together  on  that.  If  that  is 
the  formula,  isn't  it  analagous,  as  I  asked  before,  to  the  assessment  of  a  tax  on 
some  basis  or  other? 
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Answer.  I  don't  understand  how  you  use  the  word  "  analagous "  in  that 
connection. 

Question.  What  is  it  you  don't  understand? 

Answer.  I  don't  know. 

Question.  You  don't  know?  Well,  let  me  see  if  I  can  make  it  clear  then. 
This  formula  is  the  basis  of  assessing  the  public  charge  which  the  Federal 
Power  Commission  usually  assesses  on  power  development,  is  it  notV 

Anwer.  I  think  so. 

Question.  Now,  when  tax  assessors  collect  taxes,  they  do  so  based  on  some 
valuation  assessment,  do  they  not? 

Answer.  Property  taxes ;  yes. 

Question.  Now,  in  each  case  there  is  a  base  on  which  the  tax  or  the  charge  is 
collected,  is  there  not? 

Answer.  Yes. 

Question.  Aren't  they  analagous? 

Answer.  Aren't  what  analagous? 

Question.  The  base  for  the  collection  of  this  charge  by  the  Federal  Power 
Commission,  on  the  one  hand,  and  the  tax  assessment  for  real  estate  property, 
on  the  other  hand? 

Answer.  Yes. 

Question.  I  thought  so.     You  understand  what  "analagous"  means,  then? 

Answer.  If  you  call  the  fee  of  the  Federal  Power  Commission  a  tax. 

Question.  Yes.    Well,  isn't  it  a  form  of  tax? 

Answer.  That  is  where  I  thought  the  analogy  fell  down. 

Question.  Well,  as  a  matter  of  fact,  I  didn't 

Answer.  It  is  a  fee  for  operating  expenses. 

Question.  Did  I  call  it  a  tax? 

Answer.  You  asked  me  if  I  thought  it  was  analagous  to  a  tax. 

Question.  But  I  called  it  a  charge,  didn't  I? 

Answer.  I  think  so. 

Question.  Well,  a  rose  by  any  other  name.  Now,  I  don't  want  to  prolong  this, 
but  I  want  to  tell  you  that  I  have  got  just  as  much  patience  as  you  have,  and 
therefore  we  might  just  as  well  not  spar  on  meanings  of  words  that  we  both 
understand. 

I  want  to  ask  you  w^hether  this  formula  which  is  used  for  the  purpose  by  the 
Federal  Power  Commission  of  collecting  its  tax  is  not  on  such  a  conservative 
basis  of  assessment  that  it  is  beyond  all  question,  and  nobody  disputes  it, 
because  it  is  a  low  calculation? 

Answer.  I  don't  think  anybody  has  disputed  it. 

Question.  No ;  I  don't  think  so  either.  Well  now,  it  is  not  only  low  and  safe 
and  conservative,  is  it  not,  but  it  also  doesn't  take  into  consideration  the 
utilization  factor  in  any  way,  does  it? 

Answer.  No ;  that  is  not  my  understanding. 

Question.  Exactly.  So  that  when  you  fall  back,  as  you  did,  with  an  air  of 
finality  in  your  direct  testimony  on  that,  as  if  that  was  the  last  word  on  the 
matter  of  70  per  cent  efficiency,  you  are  falling  back,  are  you  not,  upon  some- 
thing which  is  in  its  very  nature  a  low  and  conservative  basis  of  calculation? 

Answer.  Low  and  conservative,  yes;  but  not  too  low  nor  not  too  conservative. 

Question.  But  it  is  low,  nevertheless,  just  exactly  as  the  low  assessment  for 
taxing  purposes  is,  is  it  not? 

Answer.  Yes. 

Question.  Now,  leaving  that,  let  us  take  up  again  in  a  little  more  detail  the 
question  of  Thompson  Falls.  Some  one  asked  you  what  additional  horsepower 
you  felt  would  be  developed  at  Thompson  Falls  by  virtue  of  the  increased 
storage  of  water  in  the  Flathead  Lake,  and  you  replied  that  you  thought  it 
would  be  about  100,000  horsepower,  did  you  not? 

Answer.  Yes. 

Question.  And  in  kilowatt-hours  how  many  was  it? 

Answer.  Forty-four  million. 

Question.  Well  now,  what  is  the  normal  flow  of  the  water  of  the  river  at 
Flathead,  without  storage? 

Mr.  Hbnshaw.  Do  you  wish  me  to  answer  that? 

Mr.  SOATTEBOOOD.  I  think  we  can  stick  to  the  witness.  He  seems  to  be  very 
well  posted. 

Anywer.  I  would  say  from  six  to  eleven  thousand  second-feet. 
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By  Mr.  Scattergood: 

Question.  Of  normal  flow? 

Answer.  Of  course  "  normal "  is  very  indefinite.  When  a  river  normally 
every  year  varies  from  the  minimum  figure  to  a  figure  a  hundred  times  thar, 
you  have  got  to  define  more  definitely  what  you  mean  by  "  normal." 

Question.  AH  right.  Say  it  is  normal,  but  although  it  is  the  normal  flow, 
you  are  only  utilizing,  are  you  not,  in  your  calculations  what  you  consider 
to  be  the  minimum  flow  of  6,400  cubic  feet  a  second,  which  is  less  than  half  rt 
the  normal  flow? 

Answer.  I  haven't  the  records  of  the  Thompson  Falls  flow  before  me,  I  am 
just  talking  from  memory  and  giving  round  figures. 

Question.  We  are  talking  about  Flathead  now. 

Answ^er.  Oh,  Flnthead? 

Question.  Yes;  the  river  at  Flathead. 

Answer.  Our  computed  regulated  minimum  flow,  you  mean? 

Question.  Yes. 

Answer.  Five  thousand  four  hundred,  we  flgure  it. 

Question.  That  is  with  storage,  is  it  not? 

Answer.  With  st(^rage. 

Question.  What  is  it  without  storage? 

Answer.  Oh,  it  gets  as  low  as — I  think  at  short  intervals  as  low  as  1,600. 

Question.  One  thousand  six  hundred?  Somebody  gave  me  the  impression 
it  was  2.200.  I  don't  want  to  make  it  any  lower  than  it  ought  to  be.  Can 
you  tell  us,  Mr.  Henshaw,  what  that  is? 

Answer.  I  would  rather  have  the  record  to  refer  to  than  to  state  an  off-hand 
opinion  on  that. 

Mr.  Henshaw.  The  discharge  figures  given  in  Major  Butler's  report,  and 
which  I  have  checked,  are :  Absolute  minimum,  1.360 :  flow  00  per  cent  of  the 
time  without  storage ;  actual  flow  90  i)er  cent  of  the  time,  2,600.  That  is  w^hat 
would  be  used  for  power  capacity  aside  from  the  storage. 

Mr.  Scattergood.  Two  thousand  six  hundred? 

Mr.  Henshaw.  Two  thousand  six  hundred.  Do  you  want  that  for  Thomp- 
son Falls? 

Mr.  ScATTEKGOOD.  Yes ;  while  we  are  at  it. 

Mr.  Henshaw.  I  read  from  the  report  of  the  Columbia  River  Board,  page 
124.     Thompson  Falls,  90  per  cent  of  the  time,  6,300  second-feet. 

Mr.  Scattergood.  Now,  perhaps  Mr.  Henshaw  can  answer  my  next  question. 
How  much  would  that  be  increased  at  Thompson  Falls  by  development  of 
storage  on  the  Flathead  Lake  to  the  extent  of  5,400  cubic  feet  a  second,  the 
basis  used  in  this  application? 

Mr.  Henshaw.  Reading  from  the  same  book  and  page,  which  you  understand 
does  not  take  into  account  the  very  latest  figures,  but  I  think  will  answer 
for  the  record :  8,900  second-feet  is  the  90  per  cent  flow  with  storage  in 
Flathead  Lake,  an  increase  of  2,600  second-feet.  I  may  say  that  that  is  on 
the  basis  of  1,600,000  second-feet  storage,  slightly  more  than  the  Rocky  Moun- 
tain Power  Co.  figures  on,  and  for  a  sustained  low  water  flow  at  the  Flathead 
of  6,000.  In  other  words,  the  storage  at  Flathead  Lake  in  this  amount  would 
increase  the  nominal  fiow  at  the  Flathead  power  site  from 

Mr.  Scattergood  (interposing).  At  Flathead  or  Thompson  Falls  now?  Be- 
cause we  are  talking  about  Thompson  Falls. 

Mr.  Henshaw.  At  the  Flathead  site,  from  2,500  to  6,000  and  at  Thompson 
Falls  from  6,300  to  8,900,  or  a  slightly  less  increase.  That  is  the  way  the 
figures  work  out. 

By  Mr.  Scattergood: 

Question.  Now,  somewhere  in  the  testimony  we  were  told,  Mr.  Cochrane,  that 
the  present  flow  before  storage  is  develoi)ed  at  Flathead  Lake,  the  present 
flow  at  Thompson  Falls  is  9,000  cubic  feet  a  second.     Is  that  right  or  not? 

Answer.  I  think  Mr.  Henshaw's  figures  should  be  used  in  making  this  com- 
putation, because  they  are  calculated  and  based  on  the  proper  method  of 
calculating  it.  The  Thompson  Falls  flow,  which  is  a  natural  flow  practically 
without  any  important  amount  of  storage,  varies  widely  from  time  to  time, 
and  when  you  say  "  What  is  the  flow?  "  you  have  got  to  say  at  what  time. 

Question.  Well,  using  the  same  basis  of  comparison,  what  is  the  present 
flow,  Mr.  Henshaw,  at  Thompson  Falls? 

Mr.  Kelly.  You  mean  right  now? 
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Mr.  ScATTERGOOD.  I  mean  before  storage  is  developed  at  Flathead  Lake. 

Mr.  Kelly.  Six  thousand  three  hundred  was  the  figure  he  gave  you  from 
that  book. 

Mr.  Jellison.  Mr.  Scattergood,  if  I  may  interrupt,  I  have  a  copy  of  the 
report  of  the  engineers  of  the  Columbia  Basin,  in  which  Mr.  Hensliaw  took 
part,  which  gives  those  figures. 

Mr.  Scattergood.  Mr.  Henshaw  is  here  and  he  is  working  on  it.  Perhaps 
he  will  soon  give  us  the  figure. 

Mr.  Henshaw.  I  don't  believe  I  heard  the  last  question  that  you  addressed 
to  him. 

Mr.  Scattergood.  What  we  want,  Mr.  Henshaw,  is  the  present  condition, 
flow  that  you  can  use  for  calculating  power  at  Thompson  Falls. 

Mr.  Henshaw.  I  think  I  gave  that  to  you  on  the  basis  of  what  the  Federal 
Power  Commission  considers  is  the  nominal  flow  on  which  charges  would  be- 
made. 

Mr.  Scattergood.  That  is  at  Thompson  Falls?  What  was  it?  Before  storage 
or  after  storage?    That  is  all  I  want. 

Mr.  Henshaw.  I  gave  it  to  you — 6,300  and  8,900.  The  storage  released  at  the 
Flathead  is  a  little  less  effective  in  increasing  the  flow  of  water  at  Thompson 
Falls  than  it  is  at  Flathead,  because  it  is  released  primaril^^  for  the  Flathead. 
It  increases  Flathead  now  from  2,600  to  6,000.  That  is  on  the  basis  that  the 
board  used,  w^hich  is  slightly  different  than  the  company  has  used,  or  an  increase 
of  3,400  second-feet.  With  storage  operated  in  that  manner  the  increase  at  the 
Plains  gauging  station,  which  gives  Thompson  Falls  with  practically  no  cor- 
rection— the  Thompson  River,  I  think,  comes  in  between — it  gives  an  increase 
there  of  2,600  second-feet. 

Question.  Thank  you  very  much.  I  am  sorry  to  have  to  go  into  it  so  much, 
because  I  was  laboring  under  the  impression  from  the  previous  testimony  of 
Mr.  Kerr,  I  think,  that  the  present  flow  of  the  river  available  for  power  on 
the  basis  we  are  working  was  9.000  feet.  Instead  of  that,  the  9,000  feet  is  after 
the  development  of  storage  at  Flathead. 

Mr.  Henshaw.  I  think  Mr.  Kerr's  testimony  should  be  accepted  for  what 
it  is  worth.  It  may  be  that  the  Montana  Power  Co.  is  able  to  get  power  to 
that  extent  out  of  the  Thompson  Falls  plant,  coupled  as  it  is  in  connection  with 
the  storage  regulated  plants  on  the  Missouri  River,  but  what  I  am  giving  you 
is  a  figure  which  is  comparable  with  what  we  have  been  using  on  the  Flathead 
and  elsewhere  in  the  computations  which  are  based  upon  the  rules  and  regu- 
lations of  the  Federal  Power  Commission. 

Question.  That's  all  right ;  whatever  the  facts  are.  we  want  them,  and  we 
don't  want  anything  else.  Now,  Mr.  Cochrane,  Mr.  Hens^haw  has  enlightened 
us  and  told  us  that  the  increase  of  the  water  available  for  making  power  at 
the  Thompson  Falls  site,  by  virtue  of  the  storage  at  Flathead  Lake,  will  be 
increased  from  6.300  cubic  feet  a  second  to  8.900  cubic  feet  a  second.  That 
is  an  increase  of  2,600  cubic  feet.  Now,  what  is  the  percentage  of  increase  of 
2,600  over  6.300?    Will  you  figure  that  out,  please,  with  your  rule? 

Answer.  Forty-one  per  cent. 

Question.  Now,  will  the  power  be  increased  at  Thompson  FaMs  by  41  per 
cent,  remembering  that  Mr.  Kerr  told  us  the  other  day  when  I  asked  him  the 
question,  that  they  had  machinery  there  already  without  needing  now  installa- 
tion, to  avail  of  all  the  increased  water  that  will  come  down? 

Answer.  It  will  in  some  times  of  the  year ;  yes. 

Question.  How  much  of  the  year?  What  would  be  ?:afe  to  count  on,  the 
increase  because  of  that  storage,  expressed  in  percentage? 

Answer,  Only  10  per  cent  of  the  time.  Inasmuch  as  this  6,300 — no,  I  will 
take  that  back. 

Question.  Aren't  we  using  these  figures  in  a  perfectly  comparable  sense  all 
along  the  line? 

Answer.  Couldn't  we  get  at  what  you  are  trying  to  bring  out  a  little  quicker, 
Mr.  Scattergood,  by  saying  that  this  2,600  second-feet  used  at  Thompson,  used 
at  the  head  available  there  will  produce  so  much  horsepower? 

Queftion.  That  is  what  I  want  to  get  at. 

Answer.  Ten  thousand  horsepower. 

Question.  Well,  that  is  the  way  you  have  calculated  it.  and  I  wanted  to  get 
through  my  mind  whether  that — how  that  was  reached,  because  not  being  an 
ongfnoor  I  don't  know. 

An.swer.  That  Is  reached  by  multiplying  the  head  by  the  flow  by  the 
factor  0.08. 
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Question.  Using  the  same  formula? 

Answer.  Yes. 

Question.  Now,  let  us  compare  it  with 

Answer.  But  that  doesn't  increase  the  capacity  at  Thompson  Falls  all  the 
year  round.     During  the  flood  period  it  doesn't  increase  it  any. 

Question.  Well,  as  I  asked  you,  I  knew  there  were  other  elements,  but  what 
do  you  feel,  expressed  in  percentage,  would  be  a  proper  increase  over  the- 
present  development  of  power  there? 

Answer.  I  would  say  41  per  cent  during  that  period  of  time  when  the  flow 
at  Flathead,  by  adding  the  increased  water,  would  not  go  beyond  the  capacity 
of  the  plant  when  operated  at  its  customary  load  factor. 

Question.  Well,  how  much  of  the  time  would  that  be? 

Answer.  I  haven't  got  the  figures  here  to  say  that,  but  w^e  have  already 
figured  the  increase  at  10,000  horsepower,  and  I  will  say  that  is  a  liberal 
estimate. 

Question.  I  was  trying  to  cross-examine  you  on  that,  you  see,  and  maybe 
I  am  dumb  about  it,  but  I  want  to  see  how  we  got  to  it.  If  you  can  express 
it  in  percentage,  then  perhaps  it  would  help  a  lay  mind  to  understand  it. 

Answer.  I  think  it  would  be  necessary  to  give  you  a  full,  complete  exposi- 
tion of  how  that  was  calculated,  to  have  the  chart  of  the  flow  of  the  river  at 
one  place  and  the  other  place,  and  their  relation  as  to  time,  and  showing 
whether  the  minimum  occurs  at  the  same  time  at  the  Flathead  as  it  does  at 
Thompson  Falls,  and  it  is  a  thing  that  I  can't  sit  here  in  a  chair  and  describe 
in  words. 

Question.  I  realize  that.  Well  now,  would  it  be  agreeable  to  the  commission 
if  that  study  could  be  made  and  added  to  the  record  at  its  convenience? 

Answer.  I  would  be  glad  if  the  Pow^er  Commission  engineers  would  take  their 
records,  or  get  any  additional  information  that  they  haven't  now  from  me,  and 
make  an  independent  estimate  of  it. 

Mr.  Henshaw.  We  have  done  so. 

Mr.  ScATTEEGOOD.  You  have  already  done  so? 

Mr.  Henshaw.  Yes. 

Mr.  ScATTERGOOD.  So  that  you  have  all  the  factors  you  need  here? 

Mr.  Henshaw.  I  came  to  the  conclusion  that  the  increase  at  Thompson  Falls, 
due  to  the  operation  of  the  Flathead  storage,  would  be  approximately  10,000 
feet. 

Mr.  SCxVTTERGOOD.  Havc  you  got  the  study  that  Mr.  Cochrane  refers  to  in  such 
shape  that  even  a  lay  mind  like  my  own  could  go  through  it  and  understand  it? 

Mr.  Henshaw.  No ;  I  admit — I  used  the  figure  in  the  report  here,  which  is 
not  changed  by  the  subsequent  water  record — it  might  be  slightly. 

Mr.  ScATTERGOOD.  Wou't  it  be  desirable  to  have  the  applicant's  own  study  of 
this  situation  to  supplement  that? 

Mr.  Henshaw.  We  would  be  glad  to  have  it,  but  as  I  say,  we  are  in  essential 
agreement  now.     There  is  no  controversy  as  to  that  increase,  as  I  take  it. 

By  Mr.  Scatteegood: 

Question.  What  I  wanted  to  ask,  if  this  witness  could  express  it  in  per- 
centage, was  based  on  what  we  were  told  before,  that  this  plant  developed 
50,000  horsepower,  and  I  wanted  to  know  what  percentage  of  increase  we  would 
have;  whether  it  is  not  more  than  the  20  per  cent  increase  indicated  by  this 
figure  of  10,000  horsepower. 

Answer.  I  would  say  very  definitely  that  the  41  per  cent  increase  doesn't 
apply  to  the  50,000  horsepower  nor  even  approximately. 

Question.  What  I  w^anted  to  do  is  to  have  you  enlighten  us  so  as  to  find  out 
the  goal  and  get  there  in  the  quickest  possible  way. 

Answer.  It  would  increase  the  horsepower  which  is  available  at  Thompson 
Falls  at  the  figure  of  6,300  feet. 

Mr.  Kerr.  I  would  like  to  make  a  suggestion  that  I  think  will  clear  this  whole 
thing  up. 

Mr.  SCATTERGOOD.  All  right,  Mr.  Kerr,  you  generally  reach  what  you  go  after. 

Mr.  Kerr.  It  is  obvious  that  the  additional  storage  in  Flathead  Lake  is  only 
helpful  to  Thompson  Falls  when  the  river  capacity  at  Thompson  Falls  is  less 
than  the  capacity  of  the  wheels,  and  I  don't  think  anybody  here  knows  just 
how  many  days  that  is  now  on  the  average.  It  can  be  figured  by  either  side 
quickly. 

Mr.  SCATTERGOOD.  Then,  if  nobody  here  knows  that,  what  I  suggest  is  that 
that  be  made  a  matter  of  study  and  be  submitted  and  added  to  the  record. 
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Mr.  Kelly.  By  whom? 

Mr.  ScATTERGOOD.  By  your  company.  You  can  easily  do  that,  I  have  no  doubt, 
Mr.  Cochrane,  in  conjunction  with  Mr.  Henshaw.  He  has  offered  to  produce 
such  a  study  and  I  see  no  reason  why  he  should  not  be  allowed  to  do  it. 

The  Witness.  I  haven't  the  figures  here  in  Washington. 

By  Mr.  Scattergood: 

Question.  It  is  understood,  of  course,  that  when  you  return,  just  as  in  the 
other  case,  that  that  will  be  done.  You  will  furnish  that  then,  will  you,  Mr. 
Cochrane? 

Answer.  Well,  now,  I  can  sometime,  after  I  get  back  to  Butte. 

Question.  It  need  not  hold  up  the  decision  necessarily.  It  is  only  a  matter 
for  calculation  of  some  of  the  final  terms  of  the  license,  perhaps. 

Mr.  Kelly.  Our  position  would  be,  naturally,  that  we  would  furnish  this 
if  the  commission  wants  it  and  should  require  it,  but  my  judgment  is  that  this 
hasn't  any  more  relation  to  the  question  that  is  before  this  commission  than 
the  distance  between  here  and  Egypt  has,  not  a  bit.  The  use  of  this  water  at 
Thompson  Falls  is  not  the  use  of  any  property  belonging  to  the  Indians.  As  I 
have  repeatedly  said,  this  water  belongs  to  the  State  of  Montana.  All  that  is 
involved  here  is  the  question  for  this  commission  to  determine  as  to  how  much 
should  be  paid  to  the  Indians  for  the  use  of  the  lands  that  are  going  to  be 
occupied  in  connection  with  this  Flathead  development. 

The  law  doesn't  contemplate  that  they  are  going  to  find  out  whether  or  not 
there  are  some  incidental  developments  that  will  result  in  a  benefit  to  the  people 
of  the  State  of  Montana  in  cheaper  production  of  power  and  relatively  lower 
rates  for  the  consumer  of  power,  and  take  that  away  from  the  people  of  Mon- 
tana for  the  use  of  their  own  water,  and  give  it  to  the  Indians  or  to  anybody 
else.  So  that  my  position  would  be  that  this  hasn't  any  relevancy  here,  and 
consequently  the  commission  would  not  require  this  information,  but  if  the 
commission  does,  of  course,  we  will  take  the  time  and  go  to  the  expense  and 
delay  this  hearing  long  enough  to  furnish  it. 

Mr.  Scattergood.  I  don't  ask,  Mr.  Chairman,  that  the  hearing  be  delayed.  I 
simply  suggest  that  Mr.  Cochrane's  own  offer  be  complied  with  and  that  he  be 
allowed  to  submit  what  he  has  offered  to  do.  And  as  to  the  argument  which 
Mr.  Kelly  has  just  made,  I  believe  I  made  about  the  statement  I  care  to  make 
in  reply  to  it  yesterday,  that  the  basis  of  the  calculation  of  the  rental  of  the 
Indians  under  the  law  is  based  on  the  most  valuable  use  that  the  lands  involved 
in  the  power  development  can  be  put  to,  and  that  is  power  development  in  this 
case,  and  the  way  to  calculate  the  value  of  power  development  is  not  on 
an  acre-earning  basis;  it  is  on  the  value  of  the  earnings  that  can  be  made  in 
the  development,  and  this  is  a  part,  one  factor  of  the  increased  earnings  that 
this  applicant  wold  have  if  this  applicant  succeeded  in  getting  the  license.  I 
maintain  that  this  particular  feature  is  a  part  and  an  important  part  in  the 
calculation  of  the  Indian's  rental. 

Mr.  BoNNEB.  As  I  understand  it,  Mr.  Scattergood,  the  question  is  all  directed 
to  finding  the  opinion  of  this  witness  as  to  the  beneficial  effect  which  the 
Flathead  project  will  have  on  the  situation  at  Thompson  Falls.  Don't  you 
think  that  we  have  suflScient  data  now  so  that  we  can  work  up  anything  that 
we  want  on  that  question? 

Mr.  Scattergood.  I  was  just  taking  what  Mr.  Kerr  said,  that  nobody  in  this 
room  was  posted  on  the  material  at  hand,  but  it  could  be  found  very  quickly, 
he  said.  All  I  am  taking  is  the  company's  own  statement.  Mr.  Cochrane 
offered  to  give  it.  Mr.  Cochrane  says  nobody  has  it.  Let  us  take  them  at 
their  word  and  get  it. 

Mr.  Brown.  How  long  would  it  take  to  get  it? 

Mr,  Kerb.  I  think  the  commission  has  all  the  necessary  data. 

Mr.  Scattergood.  How  long  would  it  take  you,  Mr.  Cochrane,  to  furnish  this 
flow  study  and  the  effect  of  it  on  your  power  at  Thompson  Falls? 

Answer.  I  should  say  about  a  week  or  10  days  after  I  get  back  to  Butte. 

Mr.  Bonner.  As  I  understand,  Mr.  Commissioner,  the  witness  has  testified 
that  the  use  of  all  the  storage  alone  to  the  Thompson  Falls  plant  will  develop 
in  generation  about  44,000,000  kilowatt-hours,  and  considering  the  regulating 
effect  on  the  natural  flow,  it  will  be  possible  to  make  additional  generation 
of  about  10,000  average  horsepower  of  output,  which  is  about  66,000,000  kilo- 
watt-hours. 
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By  Mr.  Scattergood  : 

Question.  I  will  ask  the  witness  whether  he  has  reached  those  conclusions 
as  a  result  of  a  study  of  this  very  matter  that  we  are  talking  about,  involving 
the  flow  of  the  river  V 

Answer.  I  got  the  44,000,000  kilowatt-hours  from  one  of  our  engineers  in 
Butte  by  wire,  as  a  study  that  he  had  made,  and  I  don't  know  to  what  details 
he  went  in  the  matter.  His  wire  was  in  this  form:  That  in  1928,  I  believe, 
the  additional  power  would  be  44,000,000,  and  in  1929  some  lesser  figure,  and 
for  three  or  four  other  years  no  increase  at  all,  because  there  was  already 
sufficient  water  there  to  run  the  plant  to  full  capacity.  But  I  took  the  max- 
imum allowance  which  would  apply  to  a  low-water  year,  and  distributed  it, 
not  over  the  entire  year  but  only  over  the  period  which  I  estimated  it  would 
be  used  in,  about  8  months,  and  derived  the  figure  of  a  maximum  of  10,000 
horsepower. 

Mr.  Scattergood.  Mr.  Chairman,  I  don't  think  my  question  is  unreasonable. 

The  Witness.  That  is  the  way  I  got  the  figure  originally,  and  then  Mr. 
Henshaw's  figures,  which  are  based  on  a  different  basis,  very  closely  confirm 
the  same  figure. 

Mr.  Scattergood.  Mr.  Chairman,  this  witness  says  that  he  bases  his  opinion 
on  a  telegram  that  he  received  from  another  engineer  at  a  distant  point,  and 
susceptible  at  this  time  to  cross-examination.  I  submit,  therefore,  tFiat  we 
have  not  got  before  us  the  basis  in  as  much  detail  as  can  be  submitted  and 
as  this  witness  has  offered  to  furnish  it,  and  apparently  knows  a  great  deal 
about  it,  or  could  easily  get  it.  This  engineer  who  has  made  the  calculation 
can  probably  send  it  quickly,  and  I  don't  think  any  valuable  time  will  be  lost 
by  having  what  I  have  requested  for  the  record. 

Mr.  Kelly.  Do  you  want  us  to  bring  the  other  engineer  down  here  so  you 
can  cross-examine  him? 

The  Witness.  I  will  bring  in  the  telegram  if  you  don't  believe  it. 

Mr.  Scattebgood.  I  was  talking  about  the  basis  of  calculation.  You  have 
offered  to  furnish  it,  which  is  all  I  am  asking,  at  a  later  date,  as  fast  as  you 
can  get  it.  If  you  don't  want  the  hearing  held  up,  you  can  speed  it  on  by  air 
mail,  and  I  am  asking  that  it  be  added  to  the  record  here  so  it  will  be  available 
for  study.     If  this  point  is  not  worth  the  time  we  are  giving  to  it 

The  Witness.  That  is  what  I  think. 

Mr.  Scattergood  (continuing).  As  to  the  method  in  which  we  are  trying 
to  get  the  facts. 

The  Witness.  You  asked  me  as  an  engineer  for  an  estimate;  I  give  you 
the  estimate.  Then  you  don't  believe  it,  and  you  have  got  to  go  back  to  the 
original  records  and  see  how  I  make  it  and  see  whether  I  am  capable  of  making 
it  or  whether  I  have  made  it  right. 

By  Mr.  Scattergood: 

Question.  That  relates  to  checking  the  figures.  It  isn't  any  reflection  on  you 
or  your  opinion. 

Answer.  It  sounds  to  me  as  if  it  was. 

Question.  I  am  sorry  you  take  it  so.  I  beg  your  pardon  if  it  is  so.  All  I 
w^ant  is  something  more  than  a  word  of  mouth,  something  that  I  can  go  through. 

Mr.  Bonner.  Didn't  we  develop  that  yesterday,  Mr.  Scattergood?  In  reply  to 
my  questions,  Mr.  Cochrane  testified  that  that  44,000,000  was  probably  arrived 
at  by  taking  the  1,200,000  acre-feet  through  the  52  feet  of  head,  and  assuming 
that  on  a  70  per  cent  efliciency  basis,  each  acre-foot  through  a  foot  of  head 
makes  seven-tenths  of  a  kilowatt-hour.  I  think  that  comes  out  about  44,000,000 
kilowatt-hours. 

Mr.  Scattergood.  I  don't  want  to  go  too  far  into  the  matter,  but  all  I  am 
asking  was  simply  what  he  offered  to  do,  and  what  Mr.  Kerr  says  nobody  in 
this  room  knows  without  it.  It  is  simply  a  request  that  the  record  be  allowed 
to  have  added  to  it,  and  to  be  stipulated  to  be  usable,  this  paper  when  this 
study  is  received,  and  I  don't  think  any  real  time  is  going  to  be  lost.  It  may 
confirm  entirely  what  you  say,  Mr.  Bonner. 

Mr.  Bonner.  He  so  testified  yesterday,  that  that  was  the  basis. 

Mr.  Kelly.  Wouldn't  it  be  all  right  if  Mr.  Cochrane,  together  with  the  engi- 
neers of  the  Power  Commission,  would  take  the  data  which  they  have,  which 
I  believe  is  just  as  complete,  or  perhaps  more  so,  than  any  data  we  may  have 
with  reference  to  these  stream  flows,  and  make  a  determination  of  that  this 
evening  and  present  it  to  you.     Would  that  be  satisfactory? 


4152      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Mr!  ScATTERGOOD.  Pi^'fectly.  That  is  all  I  \Yaiit,  the  study  he  has  offered  to 
give. 

Mr.  Kelly.  We  don't  want  to  hold  this  record  open  for  two  or  three  or  four 
weeks  while  this  data  is  being  gathered. 

Mr.  ScATTERGOOD.  I  didn't  ask  for  that,  Mr.  Kelly. 

Mr.  Kelly.  Mr.  Cochrane  says  it  will  take  perhaps  8  or  10  days  when  he  gets 
home.  He  doesn't  know  when  he  is  going  to  get  home,  and  the  way  this  is  going, 
nobody  else  does,  so  I  don't  know  when  this  record  might  be  completed. 

Mr.  ScATTERGOOD.  I  Will  just  remind  you  that  I  have  no  desire  to  hold  the 
•record  open.  I  simply  ask  that  it  may  be  added  to  the  record  when  r(>eeived. 
But  if  you  will  do  as  you  now  suggest  and  submit  that  paper,  if  ho  can  make 
it  to-night  instead  of  waiting  till  he  gets  back  to  Montana,  and  then  in  10  days 
time,  why  that  is  so  much  the  better. 

Mr.  Ket.ly.  That  is  assuming  he  will  have  a  member  of  the  Power  Commission 
to  work  with  liim  on  these  records. 

Mr.  Dixon.  Might  it  not  be  better  to  let  the  witness  remain  here — I  doubt 
whether  he  can  do  it  to-night — remain  over  here  a  day  or  two  and  have  full 
time,  if  you  have  the  data? 

Mr.  SCATTERGOOD.  That  w^ill  be  perfectly  satisfactory  to  me.  All  I  want  is 
the  facts  in  such  a  way  that  anybody  can  find  them. 

Mr.  Kelly.  We  will  do  it  one  way  or  the  other,  whichever  can  be  worked 
out  best. 

Mr.  Dixon.  All  right. 

By  Mr.  Soattergood: 

Question.  Now,  Mr.  Cochrane,  let  us  turn  to  the  subject  of  the  15,000  horse- 
power set  forth  in  your  exhibit — I  don't  know  the  number,  but  it  came  in  yes- 
terday. 

Mr.  Bonner.  Exhibit  No.  12. 

By  Mr.  Soattergood: 

Question.  Mr.  Cochrane,  in  that  exhibit  you  have  set  forth  figures  leading 
up  to  the  conclusion  that  the  loss  to  the  company  per  horsepower  for  the 
15,000  horsepower  at  the  various  prices  suggested,  and  which  we  need  not  now 
restate,  was  98  cents  a  horsepower.     Is  that  correct? 

Answer.  Yes;  on  the  assumptions  as  to  load  factor  which  are  made  in  that 
estimate.     They  might  be  higher  than  that  with  a  higher  load  factor. 

Question.  Let  us  analyze  your  first  set  of  figures.     Have  you  got  it  before  you? 

Answer.  Yes. 

Question.  On  the  first  line  you  have  10,000  horsepower,  which  you  assume 
to  be  used  for  the  full  110  days  time  that  was  mentioned  by  one  of  the  witnesses 
as  the  irrigation  season,  do  you  not? 

Answer.  Yes. 

Question.  That  makes  the  3,000  horsepower? 

Answer.  Average. 

Question.  Yes.  Now,  is  that  assumption  that  that  water  is  to  be  used  all 
of  the  time  of  the  110  days  likely  to  be  based  on  developments  in  fact? 

Answer.  I  didn't  quite  get  that  question. 

Question.  Yes,  that  was  rather  improi)erly  expressed.  In  other  words,  is 
it  likely,  knowing  the  irrigation  situation  as  you  do  there,  that  there  will  be 
a  call  for  as  much  as  the  full  pumping  of  10,000  horsepower  for  the  full 
period  of  110  days? 

Answer.  There  would,  to  pump  as  much  water  as  Mr.  Swenson  estimated 
would  be  required  to  be  pumped. 

Question.  But  if  it  should  be  shown  that  the  irrigation  project  doesn't  need 
to  use  as  much  water  as  that,  or  by  virtue  of  its  own  reservoirs  and  its  own 
natural  flow  and  so  on  doesn't  require  so  much,  that  figure  would  be  reduceti, 
would  it  not? 

Answer.  If  there  was  less  use  of  the  power,  that  figure  would  be  less,  yes. 

Question.  In  other  words,  this  is  the  maximum? 

Answer.  Yes,  at  30  I^r  cent  load  factor.  As  far  as  our  obligations  to  supply 
the  power  go  under  the  offer,  it  might  be  very  much  more,  becaust^  all  of  rhis 
power  Is  not  confined  to  the  use  of  irrigation.  Half  of  it  can  be  used  not 
only  110  days  but  365  days. 

Question.  Well,  I  was  taking  your  own  basis  of  calculation. 

Answer.  Well,  that  is  tlie  basis. 
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Questiou.  Now,  coming  to  the  next  figure,  the  next  line,  where  you  have  a 
figure,  a  mr.ximum  of  5,000  horsepower  at  2^/2  mills — and  you  have  used  there, 
appkirently,  a  50  per  cent  load  factor? 

Answer.  Yes. 

Question.  Do  you  consider  that  also  a  maximum  allowance? 

Answer.  No,  that  might  be  twice  as  much. 

Question.  Is  it  likely  to  be? 

Answer.  I  have  no  idea.  I  only  know  that  we  are  under  obligation  to 
furnish  it  if  it  is  required. 

Question.  Have  you  had  any  experience  in  rural  development  of  electric 
lines? 

Answer.  Some. 

Question.  Have  you  ever  seen  a  place  where  there  is  in  a  rural  development 
as  high  a  load  factor  as  50  per  cent,  including  small  country  towns? 

Mr.  Kelly.  May  we  suggest,  this  is  not  limited  to  rural  delivery  but  may  be 
sold  for  industrial  power  or  any  other  purpose,  Mr.  Scattergood? 

Mr.  Scattergood.  I  realize  that,  but  I  am  just  dealing,  as  the  layman  does,  on 
the  probabilities  of  the  situation,  and  trying  to  bring  from  this  witness  his 
opinion  of  the  probabilities. 

Answer.  If  this  power  were  used  exclusively  for  miscellaneous  small  rural 
business,  lighting,  heating,  small  power,  I  would  estimate  the  load  factor  of  the 
load  around  30  per  cent,  and  on  the  other  hand,  if  it  were  on  account  of  its 
low  price — if  it  were  sold  for  some  industrial  use,  the  operation  of  some  in- 
dustry requiring  continuous  power,  it  might  be  as  high  as  90  per  cent,  theoreti- 
cally 100.  We  have  no  way  of  knowing  what  service  it  might  be  used  for, 
perhaps  part  one  and  part  another,  so  I  think  a  very  moderate  and  conservative 
estimate  is  50  per  cent.  Now,  I  hope  it  won't  be  as  high  as  that,  but  we  are 
bound  to  figure  at  least  that  high,  I  would  say,  in  fairness  to  ourselves  on 
account  of  our  offer. 

By  Mr.  Scattergood: 

Question.  I  was  simply  of  the  impression,  which  I  wanted  to  have  you 
confirm,  that  it  is  a  maximum  calculation. 

Answer.  Not  a  maximum ;  no. 

Question.  Well,  in  all  probability  it  is  a  maximum? 

Answer.  Sort  of  an  average  between  maximum  possibility  and  minimum  prob- 
ability. 

Question.  Now,  let  us  take  the  high  load  that  you  speak  of.  Unless  Mr. 
Wheeler  gets  the  license  and  brings  new  industries  there,  there  are  no  such 
industries  now  to  take  such  a  high  load,  to  bring  about  such  a  high-load  factor, 
are  there? 

Answer.  Not  that  I  know  of;  no. 

Question.  In  other  words,  that  high  point  in  making  this  balance  between  the 
two,  doesn't  exist,  does  it? 

Answer.  Not  now. 

Question.  The  only  thing  that  exists  is  a  very  low  factor? 

Answer.  But  we  are  covering  a  period  of  50  years,  you  remember.  I  am  not 
estimating  what  there  is  now;  I  am  estimating  what  may  be  there  5  years 
from  now,  10  years  from  now.  The  plant  isn't  built  yet.  I  don't  know  what 
there  is  going  to  be  in  the  future. 

Question.  Of  course,  all  that  we  can  use  now  is  our  best  judgment  about  the 
whole  situation,  based  more  or  less  on  present  conditions? 

Answer.  That  is  my  best  judgment.  If  your  judgment  is  different,  I  can  make 
a  computation  on  a  different  basis. 

Question.  I  won't  go  further  with  that  and  just  simply  ask  you  to  acknowl- 
edge that  this  is  a  high-load  factor  to  use  under  existing  conditions. 

Answer.  I  don't  acknowledge  that  it  is  too  high,  if  that  is  what  you  are  try- 
ing to  get  me  to  say. 

Question.  I  didn't  ask  you  if  it  is  too  high;  I  say  it  is  high,  isn't  it? 

Answer.  I  didn't  say  it  is  high.  It  is  only  50  per  cent — only  half  as  high  as 
it  can  be. 

Question.  But  if  it  was  straight  small-town  and  rural-delivery  use,  it 
wouldn't  be  as  high  as  50,  would  it?  And  there  is  no  immediate  prospect  of 
such  a  load  as  that  being  absorbed,  is  there? 

Answer.  You  make  that  as  a  statement? 
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Question.  No;  I  ask  you,  isn't  that  so? 

Answer.  In  my  best  judgment  that  is  the  best  figure  to  use. 

Question.  As  a  matter  of  fact,  there  is  a  very  small  market  for  power  there 
at  best,  isn't  there,  outside  of  any  possible  new  industries  that  may  come  in? 

Answer.  At  the  present  time ;  yes. 

Question.  Would  it  pay  you  as  a  company  to  spend  the  money  on  extension 
lines  in  that  widely  scattered  rural  section? 

Answer.  I  haven't  made  any  investigation  of  that  section,  to  tell  the  truth, 
Mr.  Scattergood. 

Question.  But  it  would  be  very  doubtful,  wouldn't  it? 

Answer,  I  don't  know. 

Question..  Well,  you  know  it  is  a  very  light-demand  region? 

Answer.  I  have  driven  through  there.  There  are  two  or  three  small  towns, 
and  I  don't  know  much  about  what  there  is  beyond  that. 

Question.  Now,  you  had  claculated  at  the  rate  of  a  mill  per  kilowatt-hour, 
and  you  based  that,  did  you  not,  on  19,600,000  kilowatt-hours? 

Answer.  I  presume  so.  My  actual  method  of  calculation  was  to  convert  the 
million  per  kilowatt-hours  into  dollars  per  horsepower  and  multiply  by  8,000. 
I  presume  the  answer  will  be  the  same. 

Question.  Similarly  in  the  next  line  the  figure  would  be  16,360,000  kilowatt- 
hours,  would  it  not? 

Answer.  As  I  said  before,  I  also  used  the  other  method  there. 

Question.  Well  now,  approximately,  in  your  calculations  of  this,  there  were 
36,000,000  kilowatt-hours  involved,  were  there  not? 

Answer.  I  can't  testify  to  the  number  right  now.  I  can  calculate  it  over 
again  if  you  would  like  to  have  me  do  so. 

Question.  It  will  only  take  you  a  moment.     Suppose  you  do  that. 

Answer  (after  calculation  with  the  slide  rule).  Yes. 

Question.  Thirty-six  million  kilowatt-hours?  Now,  you  say  that  the  price 
that  you  will  receive  for  that  current  is  $60,500,  do  you  not? 

Answer.  Yes. 

Question,  Even  allowing  these  maximum  load  factors.  Now%  how  much 
does  that  amount  to? 

Mr.  Kelly.  What  maximum  load  factors? 

Mr.  Scattergood,  Well,  under  the  figures  3,000  and  2,500,  respectively,  for 
pumping  and  for 

Mr.  Kelly  (interposing).  The  witness  doesn't  call  those  "maximum  load 
factors,"  does  he? 

Mr.  ScATTEEGOOD.  He  described  them  as  "  maximum  calculations." 

The  Witness,  I  don't  think  I  described  them  in  that  way. 

By  Mr,  Scattergood  : 

Question.  Well,  don't  let  us  waste  time  by  going  back  to  that  point,  because 
the  record  will  cover  it.  What  is  the  average  per  kilowatt-hour  of  the  selling 
price  of  the  36,000,000  kilowatt-hours  of  electricity  sold  for  $60,500?  Would 
it  help  you  if  I  suggest  that  if  my  arithmetic  is  correct,  it  is  1.68  mills? 

Answer.  Well,  I  am  willing  to  take  that  as  your  figure. 

Question.  Very  well.  Now,  that  is  what  you  would  get  by  selling  that 
quantity  of  power,  set  out  as  you  have  it.  What  would  that  power  cost,  using 
the  average  price  which  you  gave  us  yesterday  in  accordance  with  your 
Schedule  8,  including  your  allowetl  return,  of  course? 

Answer.  In  accordance  with  our  schedule  what? 

Question.  Your  No.  8— your  Exhibit  No.  8.  That  was  2.7  opnts,  w.is  if  not — 
2.7  mills,  including  the  allowed  return? 

Mr.  Kelly.  I  think  that  is  what  the  record  shows. 

Answer.  I  don't  get  the  connection. 

By  Mr.  Scattergood: 

Question.  You  said  yesterday,  did  you  not,  that  the  cost  basis  of  your  Exhibit 
No.  8. of  the  current  was  1.3  mills.  Excluding  allowed  return  and  adding  1.4 
mills  for  the  allowed  return,  it  makes  a  total  of  2.7  mills.     Is  that  correct? 

Answer.  I  think  so. 

Question.  All  right.  Then,  will  you  Just  tell  us  what  the  cost  of  this  quantity 
of  36,000,000  kilowatt-hours  would  be,  first  applying  the  actual  cost  without 
an  allowed  return  of  1.3  mlllfi? 

Answer.  I  can't  figure  it  on  that  basis,  because  that  won't  give  the  answer. 

Question.  Well,  let  us  see  what  It  would  bring  out  anyhow. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     4155 

Answer.  The  cost  per  kilowatt-hour,  from  Figure  8,  is  based  on  the  entire 
output  of  the  plant  at  the  low  factor  at  which  the  plant  will  operate,  and  that 
didn't  apply  to  a  30  per  cent  load  factor  that  this  irrigation  load  will  operate  at. 

Question,  Well,  will  you  just  complete  the  arithmetic  and  see  what  the  figures 
show?  Then  you  can  argue  about  it  afterwards,  when  the  time  comes.  I  hope 
not  now. 

Answer.  Thirty-six  million  kilowatt-hours  at  what  rate? 

Question.  Two  and  seven-tenths  mills  first. 

Answer.  $97,000. 

Question.  $97,200,  isn't  it,  to  be  accurate? 

Answer.  I  presume  so. 

Question.  Now,  deduct  the  price  that  you  would  receive  from  that,  $6,500, 
-and  what  do  you  get?    $36,700,  don't  you? 

Answer.  Yes. 

Question.  That  would  be  the  loss  actually  on  that  amount  of  electricity  cal- 
culated on  the  broad  averages  of  cost  and  selling  price,  would  it  not? 

Answer.  Yes ;  I  don't  think  that  is  a  correct  figure  nor  the  proper  way  to 
<?alculate  it. 

Question.  I  understand.  Now,  let  us  take  the  same  way  of  calculating  but 
using  this  time  the  actual  out-of-pocket  operating  cost  of  1.3,  and  what  do  you 
find  that  the  cost  would  be  that  the  company  would  be  out  of  pocket,  disallowing 
An  allowed  return  in  this  case? 

Answer,  It  would  be  out  of  pocket  all  the  interest  to  start  with. 

Question.  Well,  you  would  be  paying  that  anyhow,  whether  you  sell  all  of 
the  current  or  not,  wouldn't  you?  As  a  matter  of  fact,  when  you  are  using 
such  a  low  eflSciency  factor  and  low  utilization  factor,  perhaps  there  would  be 
a  little  bit  of  spare  margin  to  allow  for  this? 

Answer,  No ;  we  wouldn't  be  out  of  pocket  if  we  sold  all  the  power. 

Question.  Let  us  do  the  arithmetic  and  we  will  argue  about  it  later. 

Answer.  The  price  per  kilowatt  was  1.3. 

Question.  Thirty-six  million  kilowatt-hours  at  a  cost  of  1,3  mills  amounts  to 
^46,800,  doesn't  it? 

Mr.  Kelly,  Don't  you  think  we  would  save  time  if  you  have  the  results — 
mathematical  computations  are  not  a  matter  of  testimony,  they  are  a  matter 
of  fact. 

By  Mr.  Scattergood: 
Question.  $46,800.     Mr.  Eling  is  a  quicker  mathematician  than  I  am. 
Answer.  All  right. 

Question,  Now,  what  is  the  difference  between  $60,500,  that  you  would  receive 
tor  that,  and  this  assumed  out-of-pocket  cost  of  $46,800? 
Mr.  Kelly.  That  is  another  mathematical  calculation. 

By  Mr.  Scattebgood  : 

Question.  $13,700,  isn't  it? 

Answer.  Yes. 

Question.  Now,  the  figures  we  have  been  using  are  average  sale  prices  and 
average  cost  prices,  are  they  not? 

Answer.  I  won't  say  average  cost  prices ;  no. 

Question.  Didn't  you  say  yesterday,  based  on  Schedule  8,  that  the  average  cost 
would  be  2.7  mills? 

Answer.  But  isn't  interest  part  of  the  cost? 

Question.  I  say  including  that? 

Answer.  My  1.3  didn't  include  interest. 

Question.  No;  but  that  goes  back  to  the  first  way  of  calculating.  Including 
a  full  allowed  return  to  you,  on  your  own  figures,  that  would  cost  $36,700,  based 
on  averages,  would  it  not? 

Answer.  That  is  the  answer  you  get  from  this  computation,  but  I  don't  say 
that  the  computation  is  proper.  I  say  that  is  the  answer  from  making  this 
arithmetical  procedure,  but  I  won't  say  it  is  the  proper  method,  an  exact  method 
or  correct  method  of  estimating  the  cost  of  that  power  at  that  load  factor. 

Question.  Well,  you  have  taken  into  consideration  load  factor  in  calculating 
the  kilowatt-hours,  haven't  you? 

Answer.  I  suppose  we  did. 

Question.  Ju.st  answer  that  question.  Haven't  you  taken  into  consideration 
the  load  factor  in  reaching  the  number  of  kilowatt-hours  that  you  use? 

Answer.  Yes:  but  I  naid  no  attention  to  the  maximum  demand. 
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Question.  Exactly,  but  we  are 

Answer.  And  I 

Mr.  Kelly  (interposing).  Mr.  Scattergood,  he  has  a  right  to  answer  these 
questions  without  interruption. 

Answer.  There  are  two  elements  in  the  cost  of  supplying  power.  One  is  the 
kilowatt-hour  cost  and  the  other  the  cost  of  maximum  demand.  If  we  were 
required  to  hold  in  readiness  10,000  horsepower  to  be  used  every  year,  and  the 
use  was,  to  take  an  extreme  instance,  say  1  kilowatt-hour,  would  it  be  fair  to 
say  that  the  cost  of  that  10,000  horsepower  was  a  fraction  of  a  cent  a  year? 
That  is  the  point  I  am  trying  to  make. 

By  Mr.  Scattergood  : 

Question.  I  am  quite  familiar  with  the  argument,  with  the  energy  rate,  of 
course,  and  it  is  usual  in  companies,  but  that  does  not  eliminate  the  opportunity 
of  calculating  on  a  broad  average  basis,  and  that  is  what  I  hope  to  do  here. 
Now,  calculating  the  other  way,  it  shows,  does  it  not,  that  the  out-of-pocket 
expense  would  be  $46,800,  and  you  would  be  getting  $60,500.  or  it  would  show 
on  that  basis,  on  that  assumption,  $13,700  to  the  good? 

Answer.  I  wouldn't  say  so ;  no. 

Question.  Well,  the  arithmetic  shows  that? 

Answer.  The  arithmetic  doesn't  represent  the  facts  in  the  case. 

Question.  I  know,  but  assuming,  making  the  assumption? 

Answer.  Making  the  assumption  that  we  can  build  a  power  plant  and  money 
costs  us  nothing,  that  would  show  the  out-of-pocket  expense. 

Question.  In  other  words,  this  15,000-horsepower  item  may  be  calculated  to 
show,  using  broad  average  figures,  much  less  cost,  and  perhaps  even  in  actual 
return,  than  your  figure  of  98  cents  per  horsepower.     Is  that  not  true? 

Answer.  If  I  answered  "  y^s  "  to  that  it  would  be  a  very  misleading  answer. 

Question.  All  right,  we  will  let  it  pass  for  what  it  is  worth  and  pass  on  to 
something  else.  I  asked  you  yesterday  if  you  would  submit  to  us  the  average 
cost  for  your  whole  Montana  power  system  per  kilowatt-hour  on  any  basis  of 
cost  that  you  would  like.  First,  Mr.  Cochrane,  just  to  save  time,  if  you  can 
tell  us  your  generating  cost,  and  then  what  your  system  as  a  whole  adds  for 
transmission  cost,  and  then  what  you  add  for  distribution  and  other  cost,  so  as 
to  get  the  total  in  the  three  factors. 

Answer.  I  don't  believe  I  made  that  calculation,  Mr.  Scattergood.  I  did  get 
figures  on  the  selling  price.  I  gave  the  figure  of  0.72  of  a  cent  for  generating, 
and  I  have  another  figure  for  the  price  of  the  power  as  delivered. 

Question.  What  I  was  interested  in  is  the  cost  of  power.  I  suppose  you  are 
familiar  with  it.  You  or  Mr.  Kerr  know  your  cost  in  the  system  as  a  whole, 
I  take  it. 

Answer.  Maybe  I  can  find  it  here,  [After  examining  paper.]  That  is  not 
a  figure  which  we  have  occasion  to  use,  on  account  of  the  wide  use  of  i)Ower 
and  power  delivered  one  place  and  another,  different  load  factors  and  different 
amounts.  The  only  interest  we  have  in  the  cost  of  per  kilowatt-hour  is  in  a 
number  of  special  instances. 

Question.  Some  local  situation? 

Answer.  Yes. 

Question.  You  don't  have  a  broad  report  made  to  your  general  manager  of 
what  the  costs  are? 

Answer.  We  dont'  use  that. 

Question.  Well,  have  you  no  idea  about  it? 

Answer.  I  can't  give  you  a  figure  offhand,  and,  as  I  said  yesterday,  I  could 
get  it,  but  I  haven't  been  able  to  get  it  yet. 

Question.  That  will  be  all  right  if  you  will  send  it  in  later.  But  I  would 
ask  you  this,  how  much  of  that  cost  do  you  attribute  to  production,  expressed 
in  percentage,  and  how  much  to  transmission,  and  how  nnich  to  distribution? 

Answer.  I  can't  give  you  the  details  without  having  the  total. 

Question.  Can  you  roughly? 

Answer.  I  wouldn't  attempt  It ;  no. 

Question.  Can't  you  get  any  proportion  of  the  cost  of  making  oloctricity 
attributable  to  the  production  end  of  the  business? 

Answer.  I  can  .say  that  the  largt»st  item  of  expense  is  fixed  charges. 

Question.  I  know  that,  too,  but  I  want  a  little  bit  more.  I  want  to  know 
what  you  Include  In  your  fixed  charges  and  everything  else,  as  a  fair  average 
price  for  your  system  of  the  wholesale  price  of  electricity  at  the  bus  bar — I 
mean  of  your  system — that  is  the  production  end  alone  before  transmission  and 
distribution  charges  are  added? 
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Answer.  Inasmuch  as  our  fixed  charges  are  based  on  our  entire  investment 
and  not  separated  into  plants  as  one  item,  distribution  and  transmission 
systems  as  other  items,  I  can't  give  you  that  figure. 

Question.  I  am  not  asking  you  to  involve  yourself  in  the  complicated  capital 
structure,  or  fair  value  or  investment  costs  or  anything  else ;  I  am  asking  you 
to  just  tell  me  what  proportion  now,  expressed  in  i)ercentage,  of  the  cost, 
which  you  seem  not  to  know,  belongs  to  the  production  end  of  it? 

Answer.  I  haven't  that  figure  here  and  I  can't  quote  you  a  figure. 

Question.  Well,  let  us  get  it  approximately. 

Answer.  I  can't  even  give  it  to  you  approximately. 

Question,  Is  it  10  per  cent? 

Answer.  I  don't  know. 

Question.  Well,  we  must — Mr.  Chairman,  I  want  to  get  a  figure  here  as 
to  the  proportion  which  production  bears  to  the  total  cost,  and  I  will  show 
you  why  in  a  moment. 

Mr.  Kelly.  Do  you  want  him  to  guess  at  it  when  he  said  he  doesn't  know? 

Mr.  ScATTERGOOD.  If  the  chief  engineer  of  a  company  as  well  managed  as  the 
Montana  Power  Co.  is  doesn't  know  how  much — even  speaking  broadly — belongs 
to  the  first  third  of  the  great  divisions  of  the  electric-power  business,  it  is 
an  amazing  thing.  Everybody  knows,  who  knows  anything  about  power,  that 
it  is  divided  up  into  the  three  factors  of  production,  transmission,  and  distribu- 
tion. Now%  there  is  a  factor  of  cost  in  regard  to  each  one  of  them.  What  I 
am  trying  to  get  at  is  how  much  percentage  of  the  total  cost  should  be  attributed 
to  production. 

Mr.  Dixon.  Maybe  Mr.  Kerr,  the  manager  of  the  company,  can  give  that. 

Mr.  Kere.  I  was  just  saying  to  counsel  here  that  we  never  had  any  occasion 
to  work  that  out.  There  isn't  anything  in  our  affairs — we  live  out  there  in 
the  mountains,  as  you  know,  alone  by  ourselves,  and  run  our  show,  and  get 
along  with  the  customers,  and  we  never  had  any  occasion  to  work  out  any 
such  detail. 

Mr.  ScATTERGooD.  May  I  transfer  my  question  to  Mr.  Kerr? 

Mr.  Dixon.  Put  Mr.  Kerr  on  the  witness  stand  and  ask  him. 

Whereupon, 

F.  M.  Kerr  resumed  the  witness  stand,  and,  having  been  previously  sworn, 
was  examined  and  testified  further  as  follows : 

Cross-examination  by  Mr,  Soattekgood  : 

Question.  Mr.  Kerr,  would  you  kindly  tell  me  whether  or  not  you  received, 
as  general  manager  of  the  company,  any  results  of  a  cost  system  indicating  to 
you  how  much  electric  current  costs  j^ou? 

Answer.     I  know  how  much  it  costs  to  operate. 

Question.  That  is  the  beginning  of  what  I  was  asking  for.     How  much  is  it? 

Answer.  I  have  a  statement  every  month  that  has  got  65  pages  of  stuff  in 
it,  and  anything  can  be  worked  out  of  it. 

Question.  Well  now,  let  us  see  what  you  know  about  the  general  cost  of 
current  at  the  bus  bar? 

Answer.  I  don't  know  a  thing. 

Question.  You  don't?    You  can't  remember  anything? 

Answer.  No,  sir. 

Question.  Well  then,  can  you  tell  me  the  rough  percentages  of  the  division 
of  that  total,  of  the  cost  in  the  production,  transmission,  and  distribution 
division? 

Answer.  I  just  stated  we  never  worked  it  out.     I  don't  know  it. 

By  Mr.  Ely  : 

Question.  You  have  worked  out  how  much  it  costs  you  to  produce  power  at 
the  Flathead  plant,  haven't  you? 

Answer.  Yes.    That  is  a  different  problem. 

Question.  Can't  you  do  that  in  advance  for  each  of  the  plants  you  build? 

Answer.  No,  sir. 

Question,  How  did  you  happen  to  do  it  this  time? 

Answer,  It  was  necessary  to  present  it  here.     We  were  asked  to  present  it. 

By  Mr,  Scattergood  : 

Question,  Do  you  tell  this  commission  that  you  don't  make  any  cost  calcula- 
tions at  all,  so  that  you  know  what  your  current  is  costing  you? 

Answer.  I  tell  the  commission  that  they  are  in  that  monthly  report,  and 
they  are  not  a  separate  item. 
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Question.  Now,  if  you  can't  remember  it,  can  you  get  it  by  wire  so  that 
we  can  have  it? 

Answer.  I  can't  get  it  by  wire  unless  I  know  exactly — if  you  will  write  me 
out  a  statement  of  what  you  want  me  to  get  by  wire,  I  will  undertake  to  get  it. 

Question.  I  will  restate  it  right  now. 

Answer.  Write  me  a  memorandum  of  exactly  what  you  want. 

Question.  You  can  listen  to  it.  What  I  would  like  to  have  is  the  proportionate 
xjost  of  production,  transmission,  and  distribution,  expressed  in  percentages. 

Answer.  All  right. 

Question.  Now,  when  will  you  have  that? 

Answer.  Probably  in  four  or  five  days. 

Question.  Now,  for  the  purpose  of  proceeding  at  the  present  time,  can  you 
tell  me  whether  the  production  of  electricity,  including  allowed  return — I  mean, 
including  interest  on  your  investment — put  it  that  way — amounts  to  half  the 
.cost  ? 

Answer.  I  don't  know. 

Question.  You  have  no  idea? 

Answer.  No,  sir. 

Question.  Well,  now,  Mr.  Kerr,  you  must  have  some  idea. 

Answer.  I  have  not. 

Question.  It  is  inconceivable  that  a  man  managing  a  company  such  as 
you  are 

Answer.  Perhaps  I  am  a  poor  manager. 

Question.  No ;  I  think  you  have  the  reputation  of  being  a  very  good  manager. 

Answer.  I  stated  I  don't  know. 

Question.  Well,  can't  you  make  even  an  intelligent  guess? 

Answer.  I  wouldn't  undertake  it. 

Question.  Well  then,  we  will  have  to  develop  it  step  by  step.  Would  it  be  as 
jnuch  as  10  per  cent? 

Answer.  I  don't  know. 

Mr.  ScATTERGOOD.  Mr.  Chairman,  what  can  you  do  with  a  witness  who  is 
manifestly  evading? 

Mr.  Dixon.  He  says  he  will  have  it  within  four  or  five  days. 

Mr.  ScATTERGOOD.  I  dou't  want  to  wait  and  hold  up  the  hearing  as  long  as  that. 

Mr.  Kelly.  I  submit  it  is  absoutely  unfair,  when  a  witness  says  he  doesn't 
know  the  percentages,  to  ask  him  under  oath  here,  for  this  record,  to  make 
guesses  at  things  that  he  says  he  doesn't  know.  Now,  he  may  be  a  poor  manager. 
Maybe  he  ought  to  know,  but  if  he  doesn't  know,  he  shouldn't  state  under  oath 
that  he  thinks  it  is  something. 

Mr.  Dixon.  I  think,  under  Commissioner  Scattergood's  apparent  very  specific 
desire  to  have  a  specific  answer,  what  the  commission  had  better  do  is  to  ask 
as  to  this  one  particular  thing — give  Mr.  Kerr  his  four  or  five  days  to  get  his 
data  and  answer  here,  and  let  him  be  recalled. 

Mr.  ScATTESGOOD.  We  none  of  us  want  to  wait  four  or  five  days,  Mr. 
-Chairman. 

Mr.  Kelly.  What  are  you  going  to  do  about  it  if  you  can't  get  it  any  sooner? 

Mr.  SCATTERGOOD.  I  am  ready  to  wait,  but  I  want  those  figures,  and  this  is  an 
Important  matter. 

Mr.  Dixon.  Unless  he  has  the  data  specifically  in  mind,  I  don't  really  see  how 
he  could  do  it,  except  with  a  very  accurate  reference.  Have  you  no  data  of  that 
l£ind  in  your  New  York  ofiice? 

The  Witness.  The  reports  are  there. 

Mr.  Dixon.  From  that  could  you  make  this  calculation? 

Answer.  Yes ;  but  it  is  a  very  long  calculation  to  go  into  it  and  separate  it  in 
that  way  when  we  haven't  already  done  it.    There  are  many  factors  in  it. 

Mr.  ScATTERGOOD.  Maybe  I  can  suggest  a  way  of  cutting  through  that  will 
suffice  for  my  purpose.  Mr.  Kerr  told  us  that  the  cost  at  the  Flathead  he 
expected  to  l>e  2.G  mills.    Mr.  Cochrane  has  testified  that  he  figures  2.7  mills. 

Answer.  My  testimony  was  on  recollection  of  what  Mr.  Cochrane  had  told  me. 
and  I  was  off  a  mill. 

By  Mr.  Scattergood  : 

Question.  All  right,  let  us  take  Mr.  Cochrane's  figure  of  2.7  mills,  including 
Interest  on  Investment.  Now,  Mr.  Cochrane  added  the  transmission  cost  per 
'kllowatt-honr  to  Anaconda  as  1%  mills.  Is  that  a  fair  average  transmission 
<j08t  which  might  apply  to  your  system  as  a  whole? 

Answer.  My  testimony— I  testified  1.2  mills,  didn't  I? 

Question.  Yes. 
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Answer.  And  that  was  on  recollection  of  what  Mr.  Cochrane  told  me. 

Qnestion.  I  say,  he  has  increased  it  to  11/2  mills. 

Answer.  I  find  since  he  was  on  the  witness  stand  that  he  apparently  has 
adde<^l  substations,  which  I  did  not  appreciate. 

Question.  Now,  we  have  in  your  estimates,  as  a  general  guide,  estimates  at 
Flathead  of  2.7  mills  for  production  and  l^/^  mills  for  transmission.  What 
would  you  expect,  with  your  general  knowledge  of  the  business,  Mr.  Kerr,  to 
have  to  add  to  those  two  factors  which  you  have  already  est.iblished,  for  the 
distribution,  speaking  broadly?  How  much  does  it  cost  you  to  distribute  and 
sell  over  your  system  as  a  whole? 

Answer.  In  the  case  of  large  customers  it  is  very,  very  small. 

Question.  Exactly. 

Answer.  And  in  the  case  of  small  customers  it  is  very,  very  large,  and  I  have 
told  you  that  I  don't  know  what  the  general  figure  is  for  this  item. 

Question.  When  you  sell  your  current  you  add,  do  you  not,  in  calculating 
what  you  can  do  with  a  customer,  what  you  think  it  is  going  to  cost  to  get  the 
business  and  distribute  it  to  him? 

Answer.  That  is  what  the  rates  are  worked  out  on.  For  instance,  the  lighting 
customer  we  have  42  per  cent  loss  in  current  alone. 

Question.  Haven't  you  the  same  kind  of  a  rough  figure  that  you  would  esti- 
mate for  Flathead  for  distribution  costs  to  add  to  the  two  factors  that  you  have 
given  us,  2.7  and  1.5? 

Answer.  You  understand  this  is  for  delivery  at  a  point  in  the  system. 

Question.  I  understand  that,  but  let  us  take  the  general  average,  so  far  as 
you  can  tell  it.  Just  suppose  you  were  quoting  a  customer  now,  and  you  had  to 
name  him  a  rate,  and  you  were  in  a  deal ;  you  would  take  your  pencil  out  and 
you  would  figure  out  what  you  would  think  the  current  would  cost? 

Answer.  I  would  take  out  the  rate  book  where  those  calculations  have  already 
been  made. 

Question.  You  know  in  your  own  mind,  as  the  manager  of  a  big  electric 
company,  what  you  would  have  to  add  to  this  2.7  and  1.5  for  distribution  costs? 

Answer.  I  don't  know  right  here  this  minute. 

Question.  Well,  you  know  roughly.  I  don't  want  to  be  too  particular  about 
it.     I  just  want  a  figure 

Mr.  Kelly.  Mr.  Scattergood,  if  you  would  take  our  retail  rates  that  cover  our 
entire  system,  and  add  that  to  your  figures  there,  that  would  give  what  we  get 
for  distribution,  wouldn't  it? 

Mr.  Scattergood.  Mr.  Kelly,  we  are  on  an  entirely  different  subject  from  your 
filed  rates.  We  are  talking  now  about  costs,  and  I  expect  there  is  a  margin 
between  those  two. 

Question.  Roughly,  would  it  be  another  mill  that  it  would  cost  to  distribute? 

Answer.  I  think  it  would  be  more  than  that. 

Question.  How  much?     A  mill  and  a  half? 

Answer.  I  don't  know.     It  nnght  be  4  or  5.     It  might  be  10  cents. 

( Witness  excused. ) 

Whereupon, 

H.  H.  Cochrane  resumed  the  stand  and  testified  further  as  follows : 
Cross-examination  by  Mr.  Scattergood  : 

Question.  Over  your  system  as  a  whole,  Mr.  Cochrane,  can't  you  throw  any 
light  on  that?  The  distribution  is  one  of  the  most  expensive  ends  of  the 
business,  is  it  not? 

Answer,  l^es. 

Question.  How  much  do  you  allow  on  top  of  your  production  and  distribution? 

Answer.  We  always  take  the  particular  case  or  the  particular  class  of  cus- 
tomers and  make  a  separate  calculation  for  them.  An  average  between  a  cus- 
tomer who  takes  a  half  a  kilowatt  and  one  who  takes  100,000  kilowatts  is 
meaningless. 

Question.  Well,  you  have  a  mixed  demand  of  all  kinds,  high  and  low,  big 
and  little.  Isn't  it  possible  to  form  an  average  when  you  take  them  all  in  a 
continuous,  equally  weighted  average  or  straight  average,  or  whatever  average 
you  want  to  show  is  the  proper  one  to  use? 

Answer.  I  don't  think  any  average  is  the  proper  one  to  use  to  give  a  useful 
figure. 

Question.  Well,  I  had  hoped  that  we  could  short  cut  this  thing  and  get  an 
answer.     Then  I  can  proceed.     All  I  want  is  some  round  figure  that  yon  would 
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have  to  calculate  in  on  top  of  the  cost  for  Flathead  power  as  you  have  esti- 
mated it.  You  have  estimated  2.7  for  production ;  you  have  estimated  1.5 
for  transmission ;  now  if  you  were  selling  that  Flathead  current,  how  much 
would  you  consider  you  would  have  to  add  for  distribution? 

Answer.  Well,  a  large  amount  of  this  Flathead  current  we  expect  to  sell 
without  any  cost  of  distribution. 

Question.  Then  can  we  pretty  nearly  ignore  that?  That  will  be  a  perfectly 
proper  answer  if  that  is  all  right. 

Answer.  For  a  particulaf  part  of  it  that  goes  to  the  Anaconda  company  at 
Anaconda. 

Question.  There  wouldn't  be  any  charge? 

Answer.  No. 

Question.  All  right. 

Mr.  Kelly.  Just  a  minute,  if  the  commission  please.  I  don't  like  the  sug- 
gestion here  that  either  of  these  witnesses  are  unwilling  witnesses.  We  have 
offered,  just  as  quickly  as  we  can,  with  the  estimate  that  it  would  probably 
take  four  or  five  days  to  get  these  figures,  we  have  offered  to  get  them.  We 
haven't  any  closed  books.  They  are  open  to  the  Public  Service  Commission 
of  the  State  of  Montana ;  they  are  open  to  the  Government  income-tax  officers ; 
they  are  open  to  this  commission  if  they  want  to  examine  them  or  send  ac- 
countants in  and  examine  them.  Now,  why  should  it  be  suggested  here,  and 
this  examination  pursued  on  the  theory  that  these  witnesses  won't  make  a  guess 
here  in  this  record  as  to  what  those  figures  are,  when  they  say  they  don't 
know?  It  is  not  only  wasting  time  but  it  is  unfair  and  unjust,  and  we  resent 
the  suggestion  that  these  witnesses  are  unwilling  witnesses;  that  they  are  not 
giving  this  commission  the  best  information  that  they  have  at  hand,  and  are 
willing,  if  time  be  afforded,  to  give  them  anything  else  that  they  have.  I  just 
don't  like  this  proceeding  and  I  think  it  is  wholly  unfair. 

Mr.  Ely.  I  think  the  witness  has  already  given  his  estimate  for  Anaconda 
power,  being  practically  zero.  That  is  what  Mr.  Scattergood  has  been  asking 
for  10  minutes.     That  answer  would  have  cured  this  thing  a  long  time  ago. 

The  Witness.  That  is  not  what  Mr.  Scattergood  asked. 

Mr.  Kelly.  No  ;  he  asked  for  distribution  over  the  system. 

Mr.  Scattergood.  I  knew  that  there  was  an  added  cost,  but  if  you  are  willing 
that  I  should  make  these  calculations  without  any  additional  factor  as  to  dis- 
tribution, I  am  perfectly  prepared  to  proceed  on  that  basis,  but  I  know  that 
there  ought  to  be  something  added  if  you  are  talking  about  the  system  as  a 
whole,  and  that  is  what  I  was  talking  about. 

The  Witness.  That  is  true. 

By  Mr.  Scattergood  : 

Question.  What  I  was  trying  to  do  was  to  be  perfectly  fair,  and  I  make  no 
imputations  at  all;  I  am  just  amazed  that  the  manager  of  this  company,  a 
company  the  size  of  this,  seems  to  know  so  little  about  its  affairs. 

Mr.  Kelly.  You  are  not  only  amazed,  but  you  have  suggested  that  they  are 
not  telling  the  truth  about  it. 

Mr.  Scattergood.  I  beg  your  pardon.  What  I  am  trying  to  get  them  to  do 
it  to  tell  anything.     They  haven't  told  anything  yet. 

The  Witness.  I  was  just  trying  to  bring  out  that  the  cost  of  distribution  for 
this  power  might  vary  all  the  way  from  nothing  up  to  as  high  as  10  cents  a 
kilowatt-hour  for  small  retail  customers. 

Mr.  Scattergood.  I  believe  that,  but  now  what  I  was  trying  to  do  was  to  be 
perfectly  fair  to  you  in  the  calculation  of  what  that  factor  would  be.  Now  you 
can  throw  the  benefit  your  way,  and  it  don't  make  a  bit  of  difference  to  me  at 
all ;  all  I  want  to  do  is  to  not  ignore  it. 

Mr.  Dixon.  I  really  think,  in  fairness  to  everyone — they  say  they  have  these 
records  in  the  New  York  office ;  why  couldn't  they  be  gotten  down  here  ? 

Mr.  Scattergood.  Mr.  Secretary,  I  had  hope<l  that  it  wou'd  be  possible  to 
dispose  of  my  few  remaining  questions  right  now,  and  if  I  simply  could  got  a 
percentage  of  generating  cost  to  the  total,  that  is  what  I  am  asking  for. 

Mr.  Dixon.  But  they  say  positively  they  can't  answer  that  without  they  have 
their  records. 

By  Mr.  Scattergood  : 

Question.  Are  we  safe  in  Hsstiming  Hint  you  are  going  to  use,  if  you  get  this 
license,  the  68,000  salable  horsepower  nt  Anjiconda  and  that  for  i)uri)0ses  of  this 
calculation  there  would  be  no  distribution  cost  on  that? 

Answer.  Not  all  of  it ;  no. 
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Question.  How  much  of  it?  Let  us  cut  across  lots  and  get  some  answer  as  to 
what  would  be  fair  to  you. 

Mr,  Kelly.  You  want  him  to  answer  something  he  doesn't  know  and  says  he 
doesn't  know. 

Mr.  ScATTEKGOOD.  I  think  wlien  he  stops  to  consider  it  he  will  realize  it  i» 
more  than  nothing. 

Mr.  Kelly.  In  other  words,  you  don't  believe  him  when  he  says  he  doesn't 
know. 

Mr.  Ely.  The  question  is  how  much  does  it  cost  for  the  current  that  is  used 
at  Anaconda?  I  think  that  question  can  be  answered  by  an  estimate.  Have 
you  any  idea  of  that? 

Answer.  I  might  say  that  the  entire  Anaconda  load  at  the  present  time  is 
being  supplied  without  any  power  from  Flathead,  and  it  has  been  previously 
brought  out  that  the  Flathead  power  is  going  to  be  used  in  our  system  as  a 
whole  and  distributed  for  all  kinds  of  uses,  and  we  haven't  made  an  attempt 
to  apportion  it  for  one  use  or  another  use,  but  have  simplj'  based  the  use  of  it 
on  our  general  growth  of  the  system,  which  may  be  in  one  direction  or  may  be 
in  another. 

Mr.  Russell.  Have  you  kept  any  records  showing  where  the  power  was  dis- 
tributed from  these  different  projects  in  past  years?  To  what  industries  it 
went? 

Answer.  We  have  those  records  ;  yes. 

Mr.  Dixon.  Have  you  these  records  in  the  New  York  office,  that  you  can  get 
here  in  24  hours,  on  which  these  answers  can  be  definitely  based  ? 

Mr.  Kebr.  I  could  have  the  treasurer  come  down  here  with  those  reports.. 
Neither  Mr.  Cochrane  nor  I  would  attempt  to  use  them,  because  neither  of  us 
are  accountants,  you  see.  I  can  have  the  records  brought  down  here  by  the 
treasurer  and  undertake  to  answer  these  questions. 

Mr.  ScATTEKGooD.  What  I  am  asking,  Mr.  Chairman,  is  not  an  elaborate  matter 
of  accounting ;  it  is  simply  a  round  figure,  a  condition  that  must  be  taken  into 
consideration  for  distribution  to  add  to  the  estimates  that  they  have  already 
given  us  in  the  two  other  factors.  Now,  let  us  get  at  it  another  way.  I  want 
to  cut  out  across  lots  and  get  some  results. 

Mr.  Brown.  It  is  very  important  that  your  information  should  be  exact,  is 
it  not? 

Mr.  ScATTEBGOOD.  No ;  it  is  an  estimate,  and  what  I  want  to  do  is  to  have  it 
fair  to  the  company ;  not  unfair.  I  can  leave  it  out  and  proceed,  but  I  don't 
want  to. 

By  Mr.  Scattergood: 

Question.  Now,  would  it  be  as  much  as  the  transmission  cost?  Let  us  gel 
at  it  that  w^ay. 

Answer.  It  might  be  less ;  it  might  be  more. 

Question.  What  would  be  fair  for  what  you  expect  at  the  Flathead?  You 
expect  to  add  for  distribution  as  much  as  it  costs  to  transmit  the  current? 

Answer.  I  have  previously  said  that  the  cost  of  distribution  is  so  widely 
variable  for  different  conditions  and  different  circumstances  that  an  average 
means  nothing. 

Question.  Well,  let  us  talk  about,  instead  of  the  average,  let  us  talk  about 
the  particular  situation  at  Flathead.  Can  you  give  us  a  fair  estimate  from; 
vour  knowledge  of  the  business,  of  what  ought  to  be  added  for  distribution  costs 
at  Flathead,  on  the  Flathead  power,  when  you  come  to  shoot  it  into  your 
system  ? 

Answer.  I  think  that  the  figure  could  be  computed.  I  wouldn't  attempt  to 
guess  at  it  now. 

Mr.  Ely.  I  would  suggest  possibly  another  way  to  get  that,  Mr.  Scattergood — 
to  reach  that  result.  Can  you  tell  us  what  the  average  price  received  per  kilo^ 
watt-hour  from  the  whole  system  was  last  year?     Wasn't  it  about  7  mills? 

Mr.  Scattergood.  That  was  the  selling  price. 

Mr.  Ely.  That  is  what  I  mean. 

Answer.  7.2  mills. 

Mr.  Ely,  Can  you  tell  us  what  the  net  profit  of  the  company  was  last  yeaT? 

Mr,  Kelly,  $9,000,000  over  a  period  of  five  years. 

Mr.  Kerr,  No  :  net  profit, 

Mr.  Ely,  Do  you  know,  Mr,  Kerr,  about  how  much  your  net  profit  was  last 
year? 

Mr,  Kerr.  I  would  say  as  a  round  figur3,  in  the  neighborhood  of  $5,000i000. 
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Mr.  Ely.  That  includes  8  per  cent? 

Mr.  Kerr.  For  that  particular  year. 

Mr.  Kelly.  That  includes  8  per  cent  on  your  investment  ? 

Mr.  Kerr.  That  is  what  we  got  after  we  paid  our  operating  expenses. 

Mr  Ely.  How  many  kilowatt-hours  were  sold  last  year? 

Mr.  Kerr.  That  includes,  you  know,  interest  on  bonds  to  be  paid  out  of  that. 

Mr.  Ely.  How  many  kilowatt-hours  were  sold  last  year? 

Mr.  Kerr.  About  a  billion  and  a  half. 

Mr.  Ely.  About  a  billion  and  a  half.  What  does  that  reduce  your  net  per 
kilowatt-hour  to?  Can  you  work  that  out,  Mr.  Cochrane?  Have  you  got 
that  worked  out? 

Mr.  Dixon.  Mr.  Scattergood,  won't  the  real  thing  be  to  get  the  treasurer 
here  from  New  York  with  the  books? 

Mr.  Ely.  Mr.  Dixon,  we  are  working  it  out  here. 

By  Mr.  Scattergood: 

Question.  Mr.  Cochrane,  would  you  be  willing,  if  I  would  switch  the  ques- 
tion to  an  electrical  engineer  that  is  in  the  room  now,  Mr.  Wheeler,  and  ask 
whether  he  could  throw  any  light  on  general  conditions  of  the  electrical 
industry  ? 

Answer.  That  would  be  3.3  mills. 

Mr.  Ely.  Pardon  me  just  a  minute,  Mr.  Scattergood,  3.3?  And  the  average 
price  received  was  7.2  mills? 

Answer.  Y'es.  There  is  a  little  discrepancy  there  in  that  7.2  mills,  as  the 
amount  received  at  the  power  house,  not  received  by  customers.  I  think  the 
other  figure  is  about  6.2  mills. 

Mr.  Ely.  What  does  6.2  represent? 

Answer.  The  total  gross  revenue  divided  by  the  number  of  kilowatt-hours 
delivered  to  customers. 

Mr.  Ely.  Six  and  two-tenths? 

Answer.  Yes. 

Question.  And  your  profit  amounted  to  3.3?  That  means  that  the  average 
cost  of  production,  transmission,  and  distribution  altogether  amounted  to  2.9? 

Mr.  Scattergood.  Two  and  nine- tenths  mills? 

Mr.  Ely.  Subtracting  2.13  from  6.13? 

Answer.  Yes. 

Mr.  Scattergood.  That  is  the  total  cost,  2.9  mills? 

Mr.  Ely.  Two  and  nine-tenths  mills  delivered  to  the  customer. 

Answer.  Yes. 

By  Mr.  Scattergood: 

Question.  Now,  if  that  is  the  case  for  the  total  cost,  the  cost  of  Flathead 
power  as  you  have  calculated  it,  delivered  at  Anaconda,  and  without  anything 
added  for  distribution,  is  as  much  as  4.2  mills,  isn't  it? 

Mr.  Ely.  Two  and  seven-tenths  plus  one  and  five-tenths. 

Answer.  I  didn't  get  that  question. 

By  Mr.  Scattergood: 

Question.  I  say,  just  add  the  cost  of  production  of  2.7  and  the  distributicm 
to  Anaconda ;  transmission  to  Anaconda  is  1.5,  and  that  makes  a  total  of  4.2 
mills,  does  it  not? 

Answer.  I  have  these  figures  In  horsepower. 

Mr.  Kelly.  That  figure  is  in  the  record. 

Mr.  Ely.  May  I  interrupt  again,  Mr.  Scattergood?  Will  you  remind  me 
what  the  kilowatt-hour  price  of  the  Anaconda  Copper  Co.  was  last  year? 
Wasn't  it  3.8  mills? 

Answer.  Three  and  eighty-two  one-hundredths,  to  be  exact,  for  zinc;  $30  a 
horsepower,  maximum  demand  for  power  at  Butte  and  Anaconda ;  $20  on 
maximum  demand  for  power  at  Great  Falls.  Four  and  two-tenths  Is  the 
figure. 

By  Mr.  Scattergood: 

Question.  In  other  words,  the  way  you  have  calculated  then,  the  current 
coming  from  Flathead  will  cost  you  4.2  mills  without  anything  added  for 
distribution? 

Answer.  Yes. 

Question.  And  the  total  cost,  including  distribution,  for  your  system  as  a 
whole  Is  2.9  mills,  as  Mr.  Ely  has  reckoned  and  you  agree  to? 

Answer.  I  don't  know  about  that 
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Mr.  Kelly.  Two  and  nine-tenths  is  without  any  interest  on  Investment,  is 
it  not? 

Mr.  Ely.  I  don't  I^now.    I  asked  what  your  net  profit  was  last  year. 

Mr.  Kerr.  After  operation. 

Mr.  Kelly.  After  operation  without  any  interest  on  investment.  So  the  two 
tit,^ures  are  not  comparable. 

Mr.  ScATTERfiooD.  I  think  it  would  have  to  be  without  interest  on  the  invest- 
ment. 

Mr.  Kelly.  Before  4.2  mills  is  considered  there  is  8  per  cent  on  the  invest- 
ment. You  put  8  per  cent  on  the  Montana  Power  investment,  which  is 
$52,000,000,  and  8  per  cent  is  over  $4,000,000. 

Mr.  Kebr.  I  can  give  you  a  figure  on  that,  but  I  can't  give  you  the  output 
for  that  year.  I  don't  think  we  have  it  here.  For  the  year  1927  the  net,  after 
all  charges,  was  in  round  figures  $3,200,000. 

Mr.  Kejlly.  That  included  your  commercial  business,  too. 

Mr.  Kerr.  And  I  think  for  1928  the  similar  figure  was  perhaps  $250,000 
higher. 

Mr.  Ely.  It  would  be  $3,450,000? 

Mr.  Kerr.  Something  like  that.  I  am  quoting  those  in  round  figures,  and 
they  may  be  $100,000  or  more  out  of  the  way. 

Mr.  Russell.  AVas  that  after  payment  of  everything,  Mr.  Kerr,  payment  of 
your  interest  and  everything? 

Mr.  Kerr.  I  said  that  was  net  after  all  charges. 

Mr.  Kelly.  That  included  the  commercial  business  of  the  company,  stores 
and  so  on. 

Mr.  Kerr.  Yes ;  everything.     Every  kind  of  business. 

Mr.  Scattergood.  That  is,  of  course,  what  we  want. 

Mr.  Ely.  Then  you  substitute  that  $3,450,000  for  $5,000,000? 

Mr.  Kerr.  Yes ;  because  there  are  fixed  charges. 

The  Witness.  But  that  doesn't  include  even  an  interest  return  on  all  of  the 
property,  because  the  property  is  not  bonded  up  to  100  per  cent. 

Mr.  Kerr.  Well,  I  said  that  when  I  started  out,  that  this  figure  is  probbbly 
a  great  deal  less  than  8  per  cent  return  on  the  actual  property  used  and  useful. 
But  I  didn't  think  that  was  in  issue  here. 

Mr.  Ely.  Well,  we  can  figure  back,  deduct  from  your  sale  price  and  see  how 
much  the  cost  was. 

Mr.  Kelly.  May  I  suggest  this,  that  the  interest  on  the  Flathead  project 
for  the  calculation  of  the  42  delivered  at  Anaconda  is  8  per  cent  on  the  invest- 
ment. Now,  the  assessed  value  of  the  Montana  Power  Co.  property  Is 
$52,000,000,  and  8  per  cent  on  that  is  $4,000,000,  and  you  take  $4,000,000  from 
$5,000,000  and  you  would  have  one  million  net,  as  compared  w^th  your  Flathead 
figures,  if  you  count  8  per  cent  return  on  your  property. 

Mr.  Ely.  As  I  understood  the  figure  Mr.  Kerr  just  gave  for  his  net  was 
$3,450,000? 

Mr.  Kelly.  Yes :  and  that  was  calculated  without  any  interest  on  investment, 
except  interest  paid  on  bonds.     That  is  no  return  on  the  property  investment. 

Mr.  Scattergood.  Can  you  tell  us  what  that  interest  in  round  figures  is,  paid 
on  bond?     Of  course,  that  is  part  of  the  allowed  return. 

Mr.  Kelly.  It  is  in  the  report.     I  don't  know  what  it  is. 

Mr.  Scattergood.  Of  course,  we  have  simply  got  to  work  backwards  with 
these  figures. 

Mr.  Ely.  I  think  the  best  we  can  do  is  to  work  backward.  Mr.  Cochrane, 
will  you  help  me  ont  by  substituting  the  figure  $3,450,000  for  the  $5,000,000 
figure  that  w^e  used  before,  and  dividing  by  your  kilowatt-hours  sold,  1,500,- 
000,000,  and  see  w'hat  your  net  per  kilow^att-hour  would  be? 

Answer.  Is  that  $3,400,000? 

Mr.  Kerr.  For  1928.     My  guess  for  1928  is  that  figure. 

Answer.  Two  and  two-tenths. 

Mr.  Ely.  Isn't  it  2.3  mills,  the  figure  resulting  from  dividing  3,450,000  by 
1.500,000,000? 

Answ^er.  Two  and  six-tenths.     You  might  call  it  2.3. 

Mr.  Ely.  It  works  out  even  2.3  if  you  divide  out  the  arithmetic. 

Mr.  Scattergood.  Mr.  Chairman,  in  view  of  the  fact  that  we  are  balked  here, 
I  am  perfectly  willing  to  stand  aside  and  resume  at  a  later  time  this  line  of 
cross-examination. 

Mr.  Dixon.  We  want  to  get  through  this  hearing  to-morrow  morning. 

Mr.  SOATTE3RG0OD.  I  cau  resume  the  cross-examination  if  we  understand  that 
by  to-morrow  morning  either  these  w^itnesses  will  be  informed  or  else  another 
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witness  will  be  secured  that  will  be  able  to  tell  us  what  the  cost  of  the  system 
as  a  whole,  in  round  figures — I  don't  need  to  be  particular  about  it — actually  is, 
and  the  division  between  production,  transmission,  and  distribution.  It  will  be 
much  better  to  have  the  facts  and  proceed  on  them. 

Mr.  Dixon.  Can't  you  gentlemen  get  your  treasurer  here  from  the  New  York 
oflSce  by  to-morrow  morning? 

Mr.  Kelly.  I  think  we  can.    We  will  try. 

Mr.  ScATTERGOOD.  I  hopc  that  when  he  comes  he  will  be  able  to  answer  the 
questions. 

Mr.  Dixon.  Or  somebody  who  knows  the  facts. 

Mr.  ScATTERGooD.  I  am  very  sorry  to  put  you  to  so  much  trouble,  but  I  do 
feel  as  if  that  division  expressed  in  percentage  is  important. 

Mr.  Ely.  May  I  ask  one  or  two  questions  more?  I  think  we  have  just  worked 
out,  using  the  figure  3,450,000  for  your  net  instead  of  5,000,000,  that  brings  your 
net  per  kilowatt-hour  down  to  2.3  mills.     Is  that  your  result,  too? 

Answer.  Yes. 

Mr.  Ely.  And  if  your  average  sale  price  over  your  whole  system  is  6.2,  deduct 
2.3  from  that,  which  gives  3.9  as  a  broad  general  estimate  for  your  production, 
transmission,  and  distribution  costs  for  the  whole  system. 

Answer.  Yes. 

Question.  Where  does  the  bulk  of  your  power  used  at  Anaconda  come  from, 
Oreat  Falls?     Is  that  the  plant  you  rely  on  most  for  your  Anaconda  production? 

Answer.  The  plant  at  Great  Falls  and  our  other  plants  feed  into  the  network 
and  Anaconda  takes  from  that  network.  It  is  impossible  to  say  where  the 
particular  power  comes  from. 

Mr.  Ely.  I  realize  that.  How  far  away  from  Anaconda  is  your  nearest 
producing  plant  at  present? 

Answer.  I  should  say  about 

Mr.  Kerr.  Sixty  five  or  seventy  miles. 

Answer.  Sixty -five  or  seventy  miles.  The  Madison  plant  is  about  65  miles 
from  Butte,  and  the  Missouri  River  plant  is  in  the  vicinity  of  Helena,  or  70 
or  80  miles  from  Butte.  Butte  is  20  miles  from  Anaconda.  You  can  get  the 
relationship  on  the  map  there. 

Mr.  Ely.  What  average  estimate — about  how  far  from  these  three  or  fcur 
producing  plants  is  the  power  transmitted  to  Anaconda? 

Answer.  A  large  part  of  the  power  that  goes  to  Anaconda  now — and  I  use 
that  in  the  sense  that  it  comes  in  at  that  point — is  from  Thompson  Falls. 

Mr.  Ely.  How  far  away  is  that? 

Answer.  I  don't  remember  the  length  of  that  line. 

Mr.  Dixon.  I  can  tell  you.     It  is  100  miles.     It  is  125  to  Thompson. 

Mr.  Ely.  You  think  it  would  be  fair  to  say  that  on  an  average  the  power 
used  at  Anaconda  is  transmitted  as  far  as  it  would  be  from  Flathead,  140  miles? 

Answer.  I  think  that  would  be  a  fair  statement ;  yes. 

Question.  You  think  it  would  be  fair  to  say  that  j'our  transmission  cost 
would  be  at  least  that  from  Flathead? 

Answer.  I  think  so. 

Mr.  Ely.  You  think  it  might  run  a  little  higher  on  account  of  the  diversity 
of  line? 

Answer.  Possibly. 

Mr.  Ely.  Those  figures  don't  work  out  in  very  good  alignment.  If  it  would 
cost  you  2.7  mills  per  kilowatt-hour  to  produce  the  power  at  Flathead,  and  1.5 
to  transmit  it,  it  works  out  to  cost  4.2  delivered  at  Anaconda.  You  sell  it 
for  3.82. 

Answer.  I  point  out  that  again  you  are  taking  average  figures,  which  include 
a  great  deal  of  distribution  to  small  companies  and  don't  apply  to  business 
of  this  kind. 

Mr.  Ely.  I  am  leaving  out  of  consideration  your  general  figures  now.  I  am 
simply  taking  into  consideration  your  production  cost  at  Flathead  and  trans- 
mission to  Anaconda.  Well,  if  .vou  work  backward  the  other  way  and  start 
with  a  sale  price  at  Annconda  of  3.82,  and  figure  the  transmission  cost  is  going 
to  be  about  the  same,  1.5,  it  means  an  average  production  cost  at  plant  wliicli 
is  need(>d  at  Anaconda  of  about  2.32  mills. 

Mr.  KI5LLY.  May  I  suggest  here 

Mr.  Ely  (interposing).  May  I  finish  the  question?  What  is  the  reason  for 
the  di.screpancy  in  cost  at  Flathead  of  8.7  and  the  estimated  bnmd  general 
average  of  cost  to  the  plants  now  getting  it  at  Anaconda  of  2  32? 

Mr.  Kexly.  That  is  just  why  I  wn    ?•  (ii.g  to  make  the  suggestion,  Mr.  Ely. 

Mr.  Ely.  Go  ahead. 
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Mr.  Kelly.  In  the  calculation  of  the  Anaconda  figure  from  the  Flathead  of 
4.2  mills,  you  figured  an  8  per  cent  return  upon  your  investment  nt  Anaconda 
or  at  Flathead.  In  the  case  of  the  Montana  Power  Co..  while  its  valuation 
has  not  been  made,  either  by  this  commission  or  the  State  commission,  the 
property  is  actually  assessed  at  $52,000,000  by  the  State  board  of  equalization 
in  Montana.  Eight  per  cent  on  that  investment  is  $4,160,000;  whereas  you 
have  deducted  bond  interest,  $5,000,000.  Deducting  your  bond  interest  leaves 
you  net  $3,450,000.  So  that  you  are  not  starting  from  the  same  basis  at  all; 
you  are  figuring  an  8  per  cent  return  on  the  Flathead  and  no  return  on  the 
Montana  Power  property,  excepting  that  portion  of  it  which  is  represented  in 
bond  interest.  Now,  that  is  where  these  comparisons  are  futile  until  you  get 
them  on  the  same  basis. 

Mr.  ScATTERGOOD.  Mr.  Chairman,  I  submit  you  can  add  the  bond  interest  and 
then  add  the  net  after  bond  interest  and  expenses  have  been  paid.  Add  that 
net  to  the  bond  interest  and  you  get  the  figure  that  corresponds  to  the  allowed 
return. 

Mr.  Kerr.  Has  the  company  always  received  the  allowed  return? 

Mr.   Ely.  Before  we  get   into  that,   then    it  means   that   those  figures . 

Those  figures  mean,  don't  they,  Mr.  Kelly,  that  in  figuring  the  cost  of  Flathead 
power,  which  we  figure  at  2.7  mills  per  kilowatt-hour,  you  are  planning  for  that 
plant  a  larger  return  than  the  rest  of  your  system  is  bringing? 

Mr.  Kelly.  We  are  planning  an  allowed  return  of  8  per  cent. 

Mr.  Ely.  The  rest  of  your  system  doesn't  bring  you  that? 

Mr.  Kelly,  It  did  last  year;  yes. 

Mr.  Ely.  I  thought  we  just  reached  the  i-esult  that  your  net  return  was 

Mr.  Kerr   (interposing).  I  don't  think  Mr.  Kelly  can  make  that  statement. 

Mr.  Kelly.  I  understood  we  did.     I  don't  know — on  $52,000,000? 

]\Ir.  Dixon.  I  think,  gentlemen,  in  view  of  the  fact  that  we  are  going  to  have 
the  book  records  here  to-morrow  morning,  all  this  is  pure  theoretical  dis- 
cussion. 

Mr.  Scattergood.  May  I  just  resume  for  a  moment?  I  just  want  to  ask  this 
witness,  in  view  of  the  fact  that  he  has  told  us  that  power  cost  from  Flathead, 
delivered  at  Anaconda,  would  be  4.2  mills,  from  your  previous  figures  of  yester- 
day you  told  us  that,  didn't  you? 

Answer.  Yes. 

By  Mr.  Scattergood  : 

Question.  Now,  that  figure  appears  to  be  a  higher  figure  than  you  are  selling 
to  the  Anaconda  Copper  Co.,  which  is  3.82  mills,  is  it  not? 

Answer  (by  Mr.  Kerr).  Yes. 

Question.  Does  that  mean  that  if  you  developed  Flathead  and  use  the  power 
so  created  there  for  Anaconda,  that  you  would  have  to  lose  money  on  the 
Flathead  power? 

Answer.  It  means  that  we  would  get  less  than  8  per  cent  return  on  our  invest- 
ment for  the  part  of  the  power  that  was  devoted  to  that  purpose  at  that  rate. 
But  that  entire  amount  of  power  is  now  being  supplied  otherwise,  so  this  new 
power  will  be  applied  to  the  power  which  we  take  on  in  the  future. 

Question.  Does  that  apply  to  the  power  now  supplied  to  the  Anaconda  Cop- 
per Co.?     Is  that  being  sold  at  less  than  the  allowed  return? 

Answer.  I  can't  state  that  definitely,  because  the  figures  are  so  close.  It 
may  be  a  little  more:  it  may  be  a  little  less.  I  wouldn't  be  at  all  surprised 
if  that  part  of  the  power  would  return  less  than  8  per  cent  on  the  investment 
apportioned  to  it. 

Question.  In  other  words,  you  have  to  take  in  a  business  of  that  kind  the 
sour  with  the  sweet,  and  you  might  have  a  loss  on  some  business  and  make  it 
up  on  others,  but  on  the  whole  you  have  an  average  selling  price,  including 
this  very  low  figure  of  7.3  mills? 

Answer.  Yes. 

Question.  But  you  would  be  prepared  to  develop  Flathead,  even  at  that  cost, 
which  appears  to  be  higher  than 

Answer.  Because  we  would  sell  some  of  the  power  at  a  higher  price  than 
that.     If  we  would  sell  it  all  at  that  price,  we  wouldn't  be  doing  very  well. 

By  Mr.  Russell: 
Question.  Just  one  question,  Mr.  Cochrane.     In  determining  the  cost  of  this 
power  at  Anaconda,  you  already  having  the  transmission  line  on  the  Milwaukee 
to  Anaconda,  to  which  you  pour  this  energy,  how  do  you  allocate  the  invest- 
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ment  or  the  value  of  the  transmission  line  in  determining  the  price  cost  at 
Anaconda? 

Answer.  I  took  the  total  cost  of  transmission  over  separately  from  Flathead 
to  Anaconda. 

Question.  Then  you  figured  on  the  theory  of  the  construction  of  another  line, 
and  not  the  use  of  your  present  line? 

Answer.  Two  other  lines. 

Question.  Of  two  other  lines.  Well,  what  would  be  the  difference  in  the 
cost  if  you  figured  on  the  transportation  of  the  energy  over  the  present  Mil- 
waukee system? 

Answer.  The  present  Milwaukee  line  is  very  much  overloaded  at  the  present 
time  and  can  not  carry  any  more  power. 

Question.  Do  you  mean  by  that  that  in  order  to  carry  more  power  it  would 
be  necessary  to  construct  another  line  right  alongside  the  Milwaukee  line,  or 
could  you  construct  that  line  to  higher  capacity  by  simply  stringing  other 
lines  on  the  present  system? 

Answer.  It  requires  two  other  lines  to  be  constructed. 

Question.  Do  you  mean  that  you  could  not  increase  the  capacity  of  the 
present  Milwaukee  transportation  system? 

Answer.  Yes;  it  is  already  overloaded. 

Question.  Well,  there  is  no  way  by  which  that  could  be  done,  by  increasing 
the  capacity  of  the  present  Milwaukee  system? 

Answer.  It  does  not  belong  to  us.  We  have  merely  the  right  to  use  it 
"  as  is." 

Mr.  Russell.  I  say,  is  there  any  way  that  the  capacity  of  the  Milwaukee 
lines  could  be  increased  by  stringing  additional  lines? 

The  Witness.  It  could  be  increased  by  stringing  additional  lines,  but  it  does 
not  belong  to  us,  or  it  could  be  done  by  the  construction  of  separate  lines. 

Question.  So  that,  no  matter  how  you  go  about  to  figure  the  electricity  at 
Anaconda,  it  necessarily  carries  with  it  the  construction  of  an  independent 
line  from  Flathead  to  Anaconda?    Have  I  got  that  right? 

Answer.  Absolutely,  for  all  the  power. 

Mr.  Ely.  Mr.  Kelly,  before  you  start  off,  do  I  understand  you  correctly  that 
the  rate  of  your  net  should  be  8  per  cent  on  your  investment,  which  would 
amount  to  $4,160,000? 

Mr.  Kelly.  No;  I  would  not  say  that;  but  I  say  that,  while  these  plants 
have  not  been  valued,  they  are  assessed  at  that,  and  it  is  assumed  that  they 
are  worth  at  least  that.  Now,  taking  that  as  a  basis,  the  assessed  valuation 
of  the  Montana  Power  Co.  system,  at  $52,000,000,  if  you  make  it  comparable 
to  the  Flathead  system,  allowing  an  8  per  cent  return  on  that,  that  8  per  cent 
has  to  come  out  of  the  $5,000,000,  which  leaves  you  $1,000,000  net,  instead  of 
$3,160,000. 

Now,  Mr.  Kerr  said  that  the  $5,000,000  net  was  the  money  we  "had  in  the 
till "  after  paying  the  operating  expenses ;  and  after  that  we  had  to  pay  the 
bond  interest  and  have  a  return  on  the  property.  Now,  the  bond  interest  is 
not  8  per  cent  on  our  net,  but,  as  shown  in  the  returns,  it  is  on  our  investment, 
and  you  would  have  to  include  that  in  order  to  make  the  figures  comparable. 
And  that  is  why  your  figures  are  not  leading  you  anywhere. 

Mr.  Russell.  Why  do  you  use  the  assessment  figures? 

Mr.  Kelly.  Because  we  have  not  any  other  valuation.  If  you  take  stocks 
and  bonds,  you  get  a  higher  valuation  than  $52,000,000. 

Mr.  Russell.  Well,  your  rates  are  all  based  on  the  securities  issued,  instead 
of  the  assessed  valuation,  are  they  not? 

Mr.  Kelly.  No.     We  have  never  had  a  valuation  for  our  rates. 

Mr.  Ru&sell.  Well,  how  do  you  base  it,  then?  Do  you  base  it  on  the  as- 
sessed valuation? 

Mr.  Kelly.  We  take  what  we  can  get,  I  take  it. 

Mr.  Russell.  "All  that  the  trafiic  will  bear"? 

Mr.  Kelly.  Well,  It  has  not  been  enough  to  return  8  per  cent  on  the  invest- 
ment yet. 

Mr.  Russell.  I  was  wondering  whether  you  took  the  $52,000,000  as  a  basis 
for  return? 

Mr.  Kelly.  As  the  only  figures  we  have  to  calculate  the  8  per  cent  on. 

Mr.  Russell.  Well,  you  do  not  use  the  $52,000,000  as  the  basis  of  rates, 
do  you? 

Mr.  Kelly.  Well,  as  I  say,  there  has  never  been  a  valuation  of  our  property 
for  rate  purposes  by  the  Public  Service  Commission  of  Montana. 
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Mr.  Russell.  Well,  laying  that  aside  for  the  moment,  how  do  yon  arrive  at 
the  rate  you  now  charge?     Upon  what  basis  is  it,  tax  valuation? 

Mr.  Kelly,  You  will  have  to  ask  somebody  else  about  that ;  I  do  not  know. 

Mr.  SccVTTERGOOD.  You  say  the  Montana  Power  Co.  has  not  earned  an  8  per 
cent  return  on  the  assessed  valuation? 

Mr.  Kelly.  No  ;  it  has  not  on  the  assessed  valuation ;  it  has  not  over  a  period 
of  years.     Last  year  it  did ;  last  year  was  a  good  year. 

Mr.  ScATTERGOOD,  Well,  w^hen  it  was  a  small  system  it  might  not  earn  8  per 
cent,  but  it  might  when  it  was  a  big  system. 

Mr.  Kelly.  No  ;  I  mean  on  the  valuation. 

Mr.  Scattergood.  Do  you  mean  that  currently,  year  by  year,  it  has  not  earned 
as  much  as  8  per  cent  on  assessed  value? 

Mr.  Kelly.  I  understand  it  has  not. 

Mr.  Scattergood.  What  is  it  capitalized  at,  taking  the  stocks  and  bonds  all 
together? 

Mr.  Kelly.  About  $100,000,000. 

Mr.  Scattergood.  Well,  it  has  earned  a  pretty  good  return  on  $100,000,000, 
has  it  not? 

Mr.  Kelly.  In  some  years. 

Mr.  Scattergood.  Well,  how  much  has  it  earned  for  dividends  and  interest? 

Mr.  Kerr.  Five  per  cent  is  the  highest  dividend  that  was  ever  paid. 

Mr.  Kelly.  Yes ;  5  per  cent  is  the  highest  it  has  ever  paid. 

Mr.  Scattergood.  Well,  5  per  cent,  in  round  figures,  on  the  stocks  and  bonds, 
would  be  what? 

Mr.  Kelly.  $5,000,000. 

Mr.  Scattergood.  $5,000,000.     Now,  what  is  8  per  cent  on  $50,000,000? 

Mr.  Kelly.  $4,000,000. 

Mr.  Scattergood.  Then  it  has  made  more  than  8  per  cent  on  $50,000,000? 

Mr.  Kelly.  In  some  years.  I  have  owned  some  of  that  stock  a  long  time,  and 
sometimes  it  pays  3  per  cent  and  sometimes  it  pays  nothing. 

Mr.  Scattergood.  Well,  that  stock  did  not  cost  very  much  when  it  did  not 
pay  much,  did  it? 

By  Mr.  Lawson  : 

Question.  I  would  like  to  ask  the  witness  two  or  three  questions.  There  was 
read  into  the  record  yesterday  or  the  day  before  a  proposed  provision  in  the 
license  proposed  to  be  issued,  regarding  the  use  of  waters  stored  in  this  lake  for 
irrigation.     I  will  read  it : 

"  The  use  of  water  by  the  licensee  shall  be  subject  to  all  diversions  required 
for  irrigable  lands  in  the  watershed  above  these  works,  and  in  addition  the 
diversion  of  not  to  exceed  200  feet  per  second  for  irrigation  use  in  other  water- 
sheds in  general  use.  The  water  for  development  of  power  will  not  be  held  to 
establish  priority  against  that  which  may  be  required,  in  the  opinion  of  the 
Secretary  of  the  Interior,  or  of  the  Governors  of  the  States  of  Montana,  Idaho 
and  Washington,  for  future  irrigation  of  either  upstream  or  downstream  areas 
susceptible  to  irrigation  on  the  Flathead,  Clarks  Fork,  or  Columbia  Rivers." 

Have  you  given  any  study  to  the  effects  which  the  enforcement  of  that 
requirement  might  have  on  the  development  of  the  project  at  Flathead? 

Answer.  I  have  not. 

Question.  The  200  second-feet  referred  to  in  there;  have  you  any  idea  where 
that  would  go,  or  where  it  would  be  taken  from ;  what  point  of  diversion  as 
respects  the  location  of  your  works?    Would  it  be  above? 

Mr.  Kelly.  Yes ;  it  would  be  above. 

Answer.  I  understand  that  it  would  be  above,  yes. 

By  Mr.  Lawson  : 

Question.  Did  you  take  that  diversion  into  consideration  in  estimating  the 
capacity  of  the  works  at  Flathead? 

Answer.  No. 

Question.  Without  asking  you  to  construe  the  clause,  what  would  be  the 
effect  on  your  operations  if  the  Governor  of  Washington  should  conclude  that 
this  project  should  be  operated  as  a  storage  reservoir  for  irrigation,  and  that 
all  of  its  waters  should  be  released  during  the  irrigation  season? 

Mr.  Scattekgood.  In  Montana? 

Mr.  Lawson.  The  Governor  of  Washington  presumably  would  want  it  for  the 
Columbia  Valley  irrigation  project. 

Answer.  That  the  natural  flow  of  the  river  should  be  allowed  to  go  during 
the  irrigation  season? 
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By  Mr.  Lawson  : 

Question.  That  the  storage  should  be  allowed  to  go  for  the  benefit  of 
irrigation  ? 

Answer.  I  could  not  tell  what  the  effect  would  be,  unless  I  had  data  as  to 
what  water  would  be  required,  and  at  what  time. 

Question.  Well,  the  Governor  is  supposed  to  require  all  of  that  in  the 
question  I  put.  He  has  apparently  authority,  under  a  proposal  of  that  sort, 
to  require  it  all. 

Answer.  Do  I  understand  that  under  that  the  Governor  is  allowed  to  trans- 
port the  natural  flow,  without  being  disturbed  by  the  dam  during  that  season? 

Mr.  Keixy.  During  the  irrigation  season,  so  that  at  the  end  of  this  110-day 
period,  or  whatever  it  is,  the  reservoir  would  be  empty,  apparently,  in  August 
or  September,  or  whenever  it  is. 

By  Mr.  Lawson  : 

Question.  Yes;  apparently  that  clause  would  give  him  that  authority? 

Answer.  If  the  reservoir  was  to  be  emptied  at  that  time,  I  would  say  that 
the  Flathead  site  would  have  no  particular  value  for  power,  no  important 
value. 

Question.  You  are  familiar  with  the  maps  which  you  filed  with  the  Federal 
Power  Commission  designating  the  boundaries  of  the  Flathead  site,  are  you  not? 

Answer.  Yes. 

Question.  And  with  the  mode  of  operation  proposed  for  the  storage  and 
release  of  water  for  the  project  use? 

Answer.  The  power  project  use  you  are  talking  about  now? 

Question.  Yes. 

Answer.  Yes. 

Question.  In  your  judgment  as  an  engineer,  familiar  with  water  power 
matters,  would  the  use  of  that  water  as  proposed  in  your  plant,  in  your 
application,  be  reasonably  necessary  to  the  economical  and  proper  development 
of  that  site  for  power  purposes? 

Answer.  Yes. 

Question.  Recalling  your  counsel's  opinion  expressed  here,  that  the  water 
rights  for  your  project  would  be  retained  and  held  under  the  law  of  Montana, 
have  you  received  from  him,  or  from  any  legal  counsel  of  the  company,  any 
opinion  as  to  the  validity  and  enforceability  of  the  clause  proposed  for  insertion 
here? 

Answer.  I  have  not  heard  that  matter  discussed  particularly. 

Question.  You  have  been  operating  the  project  using  water  at  Thompson  Falls 
for  a  considerable  length  of  time,  and  I  assume  that  you  have  legal  rights 
there  for  the  use  of  the  water.  Would  your  concession  as  to  the  use  of  water 
for  irrigation  at  the  Flathead  project  be  in  any  wise  influenced  by  the  fact 
that  you  have  established  rights  at  Thompson  Falls  which  might  be  affected 
by  the  same  regulation  of  storage,  if  you  should  be  disposed  to  concede  the 
regulation  in  accordance  with  this  proposal? 

Answer.  I  do  not  exactly  understand  the  import  of  the  question.  Would 
our  rights  at  Thompson  Falls  be  interfered  with  if  this  water  were  diverted 
for  irrigation  purposes  at  that  time;  is  that  the  idea? 

Question.  It  certainly  would  be  interfered  with.  What  I  am  driving  at  is 
this:  You  might,  in  order  to  get  this  site  at  Flathead,  be  disposed  to  make 
some  concession  as  to  the  use  of  water  for  irrigation  purposes.  Doing  so 
would  probably  waive  rights  which  you  have  at  Thompson  Falls.  Would  you 
be  willing  to  make  the  same  concession  at  Flathead,  notwithstanding  that  it 
would  affect  your  rights  at  Thompson  Falls? 

Answer.  I  think  that  Is  a  question  that,  perhaps,  Mr.  Kerr  could  answer 
better  than  I  could.  I  am  not  an  officer  of  the  company,  and  I  can  not  speak 
for  the  company  authoritatively  on  any  question  like  that. 

Question.  I  am  only  calling  these  things  to  your  attention  in  order  tliat 
they  may  be  fully  considered  before  this  hearing  ends ;  that  is  all. 

Mr.  Dixon.  This  is  from  Major  Butler's  report? 

Mr.  Lawson.  That  recommendation  is  from  Major  Butler's  report,  and  I 
am  certain  that  the  Impression  was  left  here  the  other  day  that  something 
like  that  might  go  into  the  license. 

Mr.  J.ELLI80N.  Might  I  not  add  to  those  questions  the  question  whether  or 
not  the  power  company  that  develops  will  relinquish  all  water  needed  for 
municipal  purposes,  as  well  as  irrigution? 
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Mr.  Dixon.  That  was  your  suggestion  yesterday  and  the  day  before,  Mr. 
Jellison,  was  it  not? 

Mr.  Jellison.  Yes,   sir. 

The  Witness.  I  think  Mr.  Kerr  agreed  that  that  would  be  satisfactory  to 
our  company. 

By  Mr.  Lawson  : 

Question.  Does  that  policy  extend  down  the  river  as  far  as  the  Columbia 
Valley? 

Answer.  Of  course,  we  can  not  make  any  concessions  or  speak  for  the 
Columbia  Valley  project.  Do  you  mean  if  our  company  would  be  willing  to 
have  our  loads  above ? 

Question.  Yes;  you  are  conceding  to  Mr.  Jellison  a  right  which  the  people- 
down  in  Washington  want  also? 

Answer.  I  would  say  we  would  be  quite  reluctant  to  have  our  operations  in< 
Montana  interfered  with  by  irrigation  in  Washington. 

Mr.  Kelly.  There  is  quite  a  difference  in  the  use  of  water  above  the  stor- 
age reservoir  and  turning  it  out  below ;  because  if  the  water  is  used  in  irriga- 
tion above,  it  proportionately  would  go  back  into  the  river. 

Mr.  Dixon.  l"es ;  it  acts  as  a  sponge  and  gets  back  into  the  river. 

Mr.  Kelly.  It  gets  back  into  the  river  later  on.  But  if  it  were  taken  down 
and  put  into  Washington  in  the  summer,  when  this  power  was  needed  in  the 
wintertime,  or  from  the  fall  to  next  April,  it  would  simply  mean  that  this 
plant  would  be  destroyed  for  anybody's  use;  it  would  not  be  worth  building. 

By  Mr.  Law  son  : 

Question.  All  of  your  power  is  secondary  power,  is  it  not? 

Answer.  All  of  that  is  secondary  power,  and  it  would  not  be  any  good. 

Mr.  Kerb.  May  I  say  that  Mr.  Cochrane  has  been  before  the  Montana  Legis- 
lature, and  they  have  emphatically  declined  to  consider  anything  of  that  kind 
as  regards  Montana  water.  I  do  not  suppose  the  Government  of  Montana 
would  allow  us  to  recognize  any  stipulation  of  that  kind,  even  if  we  went  into  it. 

Mr.  Lawson.  Would  they  recognize  a  stipulation  for  the  people  above  the 
reservoir? 

Mr.  Kerr.  Undoubtedly. 

Mr.  Lawson.  They  would  recognize  it? 

Mr.  Kerr.  Undoubtedly. 

Mr.  Lawson.  Is  it  already  in  the  law? 

Mr.  Keer.  I  do  not  think  so. 

Mr.  Kei>ly.  No.     They  tried  to  get  it  in  the  law  last  winter. 

Mr.  Russell.  Why  should  they  not  recognize  the  people  below  the  dam  a» 
well?     They  are  still  in  Montana. 

Mr.  Kelly.  For  tlie  very  reason  that,  after  the  water  is  taken  out  of  your 
reservoir  below,  it  is  gone;  but  when  it  is  used  above  your  reservoir,  you  still 
have  a  chance  to  get  it.  In  those  narrow  valleys,  when  the  water  is  taken  out 
in  June  or  July,  when  you  have  plenty  of  water,  and  spread  out  over  the  lands, 
a  considerable  portion  of  .that  would  come  back  to  the  stream  and  be  available 
for  your  winter  use,  when  you  actually  need  it.  You  will  have  more  water  in 
the  winter  if  the  water  is  distributed  on  the  lands  in  the  summer  in  these 
narrow  valleys.     But  that  is  a  distinction  that  prevails  everywhere. 

May  I  suggest  that,  in  my  judgment,  neither  this  Commission  nor  any  one 
else  has  any  right  to  barter  away  these  waters  that  belong  to  the  State  of 
Montana,  and  turn  them  over  to  the  State  of  Washington.  These  waters  belong 
to  the  people  of  the  State  of  Montana,  and  not  the  people  of  the  State  of  Wash- 
ington across  the  line.  And  I  do  not  think  the  Federal  Government,  or  any 
one  else,  has  the  authority  to  take  these  waters  from  the  use  of  the  people  of 
Montana,  and  say,  "  You  have  got  to  turn  them  down  to  the  people  of  the  State 
of  Washington." 

Mr.  Dixon.  Well,  the  Colorado  River  Compact  recognized  that  principle,  I 
believe. 

Mr.  Jellison.  It  would  be  very  enlightening  if  Mr.  Kelly  would  go  a  little 
further  and  tell  why  the  Legislature  of  Montana  last  winter  did  not  reserve 
some  of  that  water  for  the  use  of  the  people  of  the  State  of  Montana. 

Mr.  Dixon.  Now,  you  might  open  up  a  real  field  of  discussion  on  that  subject. 
[Laughter.] 

Mr.  Jellison.  I  think  so. 
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Mr.  Kerr.  Mr.  Jellison  and  I  debated  that  last  winter  before  legislative  com- 
mittees. 

Mr.  McCoEMACK.  Have  you  copies  of  the  bill  with  you?  I  want  to  introduce 
it. 

Mr.  Pope.  I  would  like  to  suggest,  Mr.  Chairman,  on  this  question,  in  response 
to  Mr.  Russell's  suggestion,  that  there  is  a  decided  difference  between  the  situa- 
tion in  the  upper  Flathead  Valley  and  the  situation  in  the  State  of  Washing- 
ton. So  far  as  the  people  of  the  State  of  Washington  are  concerned,  the  usual 
flow  of  the  stream  is  not  proposed  to  be  interfered  with  by  these  works.  They 
will  get  all  that  the  stream  ordinarily  carries  and  a  good  deal  more  through 
the  average  season.  And,  consequently,  they  have  no  ground  for  complaint 
with  respect  to  these  works ;  they  are  benefited ;  they  are  not  in  any  way  hurt 
or  harmed  in  respect  to  this  construction. 

And  if  the  State  of  Washington  wants  storage  for  its  irrigation  projects,  it 
can  arrange  for  that  storage  in  its  own  area.  There  is  no  reason  why  it  should 
have  any  advantage  from  storage  works  in  Montana,  inasmuch  as  the  normal 
flow  of  the  stream  is  not  in  any  way  interfered  with  but  is  rather  benefited 
by  this  work. 

With  respect  to  the  upper  Flathead,  there  might  be  a  complaint,  if  the  ordi- 
nary legal  rights  incident  to  an  appropriation  were  insisted  upon.  This  power 
company  acquiring  rights  at  this  point  might  complain  about  any  diversions 
above,  and  a  situation  might  arise  whereby,  a  diversion  being  made  in  the  upper 
valley,  the  company  would  proceed  to  enjoin  those  diversions,  on  the  ground 
that  it  would  interfere  with  the  amount  of  w^ater  flowing  over  the  dam. 

As  I  understand  it,  there  is  no  disposition  on  the  part  of  the  Rocky  Mountain 
Power  Co.  to  create  a  situation  of  that  kind.  But  I  think  it  ought  to  be  borne 
in  mind  that  those  two  situations  are  entirely  different. 

So  far  as  the  State  of  Washington  is  concerned,  there  is  no  occasion  for 
putting  anything  into  this  license  for  the  benefit  of  the  State  of  Washington, 
because  I  think  it  would  be  an  outrage. 

I  would  say,  as  one  who  has  been  a  member  of  the  Montana  Legislature  and 
knows  something  about  the  temper  of  the  members  and  of  the  peor)le  of  the 
State,  that  so  long  as  there  are  al)le-])odied  citizens  in  Montana,  able  to  bear 
arms,  it  would  be  with  considerable  difficulty  that  the  people  of  Washington 
could  come  over  into  Montana  and  take  these  waters  away  from  us. 

Mr.  McCoRMACK.  Mr.  Chairman,  it  seems  to  be  a  "  free-for-all ",  and  I  thought 
I  would  make  a  statement  about  this : 

About  six  or  eight  years  ago  there  was  a  bill  introduced  allowing  the  oflieers 
of  the  State  of  Montana  to  enter  into  water  negotiations  for  the  benefit 
of  Washington.  That  was  in  the  Irrigation  Code  bill.  I  was  told  that  when 
I  went  before  the  committee,  and  I  asked  Mr.  Gearhart,  who  was  reading  the 
bill,  if  there  was  a  thing  of  that  kind  in  it.  He  said  there  was  a  reciprocity 
clause.  I  said,  "I  see  what  that  means:  They  can  have  all  the  water  that 
will  run  down,  and  we  can  have  all  the  water  that  will  run  up."     [Laughter.] 

I  introduced  a  bill,  and  it  is  the  law.  It  has  been  amended  and  strengthened 
since.  It  provides  that  no  ofiicer  of  Montana  shall  the  right  to  run  any  of 
the  waters  of  the  State  for  the  benefit  of  any  other  State. 

Now,  we  hold  that  if  this  development  is  made  anywhere,  so  as  to  give  a 
more  even  flow,  they  will  have  more  than  the  natural  flow  of  the  river  and 
the  flow  during  the  period  of  construction ;  besides,  they  have  more  water  in 
the  Columbia  than  we  have  in  the  Flathead.  And  that  is  part  of  the  question 
that  should  be  considered. 

Mr.  Dixon.  The  Federal  Power  Commission  would  not  have  any  right  to 
issue  a  license  binding  on  the  State  of  Montana. 

Mr.  McCoRMACK.  Absolutely.  I  do  not  need  to  go  into  that  at  all.  because 
you  have  many  decisions,  extending  over  a  century,  along  that  line,  and  it  is 
a  matter  of  agreement  between  the  States — in  other  words,  reciprocity. 

Mr.  Dixon.  I  do  not  think  the  Federal  Government  could  bind  a  sovereign 
State  regarding  the  use  of  the  water  that  rises  in  a  watershed  of  that  State. 

Mr.  McCoRMACK.  No. 

Mr.  Russell.  The  only  way  that  could  be  controlled  is  by  the  Montana 
Legislature,  providing  for  the  use  of  this  water  in  Montana. 

Mr.  Keixy.  And  if  you  leave  it  to  them,  it  has  not  much  chance. 

Mr.  Russell.  Not  a  bit. 

Mr.  MoCoRMACK.  If  you  leave  It  to  them,  it  will  not  be  granted. 
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Mr.  Bonner.  Do  you  understand,  Mr.  McCormack,  that  this  condition  pro- 
posed to  be  imposed  in  the  license  is  merely  one  recommended  by  Major 
Butler;  and  something  of  the  sort  has  been  considered  favorably,  but  no 
action  has  been  taken  upon  itV 

Mr.  McCormack.  I  understand,  Mr.  Secretary,  and  I  did  not  inject  my 
statement  with  that  idea  in  mind. 

We  are  going  to  ask  at  the  proper  time  that  we  be  allowed  a  diversion  to 
the  amount  that  was  specified,  according  to  the  reports,  and  that  this  be 
reserved  for  our  use  up  above.  We  were  trying  to  do  that  last  winter  in  the 
legislature,  and  failed ;  and  that  is  why  we  come  to  the  Federal  Power  Com- 
mission. 

Mr.  Bonner.  Are  you  proposing  to  suggest  to  us  the  language  that  would 
cover  your  situation? 

Mr.  :McCormack.  We  have  it,  and  will  put  it  in  the  record  at  the  proper 
time. 

Mr.  Bonner.  Very  well. 

By  Mr.  Dixon  : 

Question.  I  want  to  ask  this  witness  a  few  questions  before  you  go  into 
these  technical  questions : 

Do  I  understand  that  the  flood  waters  of  the  Flathead  River  that  now  go 
into  the  lake  will  all  be  impounded  by  the  dam,  or  will  there  be  a  flood  water 
flow  over  the  dam? 

Mr.  Cochrane. 

Answer.  With  the  proposed  amount  of  storage,  some  of  the  water  will  go 
over  the  dam  at  the  high-water  period ;  that  is,  you  can  not  store  all  the  flood. 

Question.  That  is  what  I  wanted  to  know;  a  perceptible  part  will  still  go 
over  in  flood  times? 

Answer.  Yes ;  a  very  considerable  part. 

Question.  It  will  not  take  all  the  flood  water  then  to  fill  the  reservoir? 

Answer.  No. 

Mr.  Russell.  How  much  would  they  have  to  raise  the  level  of  the  lake  to 
hold  that  flood  water? 

Mr.  McCormack.  We  will  try  to  forget  that. 

Mr.  Kerk.  I  can  answer  that.     The  Government  has  calculated  that  at  2,902. 

Mr.  Russell.  Two  thousand  nine  hundred  and  two. 

Mr.  Dixon.  To  hold  all  of  the  flood  water? 

Mr.  Kerr.  Yes. 

Mr.  Bonner.  Is  that  an  applied  cyclic  operation,  or  is  that  simply  in  case 
you  need  it  to  hold  that  for  the  biggest  year? 

Mr.  Kerr.  I  stated  that  simply  on  hearsay,  that  that  was  the  figure  that  it 
was  contemplated  would  hold  there  all,  or  practically  all,  of  the  discharge  from 
the  watershed. 

The  Witness.  I  think  that  would  hold  the  flood  of  what  might  be  called  a 
low^-water  year,  inasmuch  as  the  maximum  has  already  reached  2,900,  with 
a  continuous  free  discharge  during  the  period — that  for  a  very  high  flood  it 
might  be  even  higher  than  that. 

Mr.  Bonner.  I  simply  wanted  to  bring  out  the  point  that  it  did  not  provide 
a  complete  equation  for  the  flow  of  the  Flathead  River? 

The  Witness.  Not  complete ;  no. 

By  Mr.  Ely  : 

Question.  I  understood  that  you  sent  out  240,000  horsepower  over  your  plant 
meters  last  year;  is  that  the  right  amount,  from  the  figures  used  here 
yesterday? 

Answ^er.  I  think  so ;  yes. 

Question.  That  was  a  dry  year,  was  it  not — 1928 — or  was  that  a  wet  year? 

Answer.  A  wet  year. 

Question.  Do  you  remember  how  many  you  sent  out  in  1927? 

Mr.  Kerr.  I  can  refresh  his  memory,  because  he  has  not  the  figures  here. 
The  round  figures  are  1,300,000,000  kilowatt-hours.  That  was  in  Major  Butler's 
report. 

Mr.  Henshaw.  From  Major  Butler's  report  it  appears  that  it  was  1,366,- 
000,000  kilowatt-hours  generated  in  1927. 

By  Mr.  Ely  : 

Question.  How  many  horsepower  years  would  that  be? 
Answer.  About  206,000. 
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By  Mr.  Kelly: 

Question.  Two  hundred  and  six  thousand? 
Answer.  Yes. 

By  Mr.  Ely  : 

Question.  Do  you  recall  what  it  was  in  1926? 
Mr.  Henshaw.  Practically  the  same. 

By  Mr.  Ely  : 

Question.  What  was  the  capacity  in  1927,  comparable  to  the  figure  of  247,000 
in  1928?  That,  I  understand,  is  your  low-water  capacity  of  your  system  in 
1928,  247,000? 

Answer.  Well,  if  you  take  that  low-water  figure  it  would  be  the  same  for 
both  years. 

Question.  Your  plant  was  not  changed  during  those  two  years? 

Answer.  No. 

Question.  In  1926,  I  believe  you  said  it  was  about  the  same? 

Answer.  If  you  are  going  right  down  through  the  list  I  think  I  can  find  the 
figures  here  [indicating]. 

Question.  Just  three  or  four  years  back. 

Answer.  I  made  up  some  of  the  figures  last  night  on  utilization  factor,  based 
on  a  somewhat  smaller  plant  capacity  than  has  been  spoken  of  here,  one  of 
which  we  used  in  our  own  minds,  for  plant  capacity,  and  the  other  is  a  figure 
made  strictly  comparable  with  Flathead,  on  the  basis  of  capacity  available  9 
years  out  of  10. 

Question.  Is  that  drawn  up  in  a  formal  manner  to  present  as  an  exhibit? 

Answer.  I  just  want  to  show  it  to  you.  I  did  not  prepare  it  for  an  exhibit. 
[Handing  paper  to  Mr.  Ely.]  I  think  the  commission  already  has  all  of  those 
figures  in  the  supplementary  report  of  Major  Butler. 

Question.  I  notice  that  in  1921  your  estimate  of  your  utilization  factor  went 
down  to  42  per  cent.    What  was  responsible  for  that  in  that  year? 

Answer.  The  shutting  down  of  the  mines  in  Butte  was  largely  responsible 
for  it. 

Question.  It  was  63  per  cent  in  1919.  What  was  responsible  for  that — a  dry 
year? 

Answer.  No.  That  is  a  matter  of  load.  It  is  not  a  matter  of  water  supply. 
I  think,  perhaps,  the  reduction  of  the  zinc  business  might  account  for  it. 

By  Mr.  Kelly: 

Question.  Just  one  question  on  this:  Mr.  Cochrane,  for  the  last  10  years 
there  the  average  utilization  factor  has  been  79.1  per  cent  on  the  entire  Mon- 
tana system? 

Answer.  Yes. 

By  Mr.  Ely: 

Question.  It  has  been  higher  than  that  the  last  five  years,  has  it  not? 

Answer.  Yes;  and  correspondingly  lower  the  first  five  years. 

Question.  Your  average  for  1928,  according  to  that  estimate,  was  103  per  cent? 

Answer.  Yes ;  which  means  that  in  1928  we  could  not  have  carried  that  load  if 
that  had  been  a  low-water  year.  The  difference  between  the  103  and  the  99  per 
cent  that  was  spoken  of  yesterday  was  on  account  of  using  a  lower  plant 
capacity — all  but  the  lowest  year  in  10  years,  instead  of  a  somewhat  higher 
capacity. 

Question.  I  am  sorry  to  keep  asking  questions  about  this;  but  will  you 
tell  us  in  words  just  what  the  two  factors  are  which  make  up  the  ratio  which 
you  call  the  utilization  factor?    What  is  the  enumerator? 

Answer.  The  average  plant  output. 

Question.  That  is  the  figure  above  the  line? 

Answer.  That  is  the  figure  above  the  line. 

Question.  What  is  underneath  it? 

Answer.  The  capacity  of  the  entire  system,  based  on  its  average  capacity 
to  produce  power  with  a  water  supply  available  nine  years  out  of  ten. 

Mr.  BoNNEE.  Would  you  object,  Mr.  Kelly,  to  having  that  tabulation  offered 
as  an  exhibit? 

Mr.  Kelly.  It  has  not  been  typed. 

The  Witness.  We  can  get  some  additional  copies  of  it. 

Mr.  BoNNEE.  You  can  give  us  copies  later. 
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Mr.  Forbes.  It  would  be  just  as  well  to  have  it  read  into  the  record,  and  then 
you  will  not  have  to  supply  it  as  an  oflScial  exhibit. 

Mr.  BoNNEB.  All  right. 

The  Witness  (reading).  Utilization  factor,  the  Montana  Power  Co.  system. 
Year  1919:  Plant  capacity,  156,600  kilowatts;  average  load,  98,000  kilowatts; 
utilization  factor,  63  per  cent.  Year  1920:  Plant  capacity,  156,600  kilowatts; 
average  load,  123,000  kilowatts ;  utilization  factor,  78  per  cent. 

Mr.  Dixon.  Why  not  just  give  that  to  the  reporter,  without  taking  the  time 
to  read  it? 

The  Witness.  I  will  just  let  the  reporter  copy  it. 

Mr.  Dixon.  Yes. 

(The  statement  referred  to  is  as  follows:) 

Utilization  factor,  the  Montana  Power  Co.  system 


Year 

Plant  capac- 

Average  load 

Utiliza- 
tion factor 

1919 

Kilowatts 
156,600 
156,600 
156,  600 
156. 600 
156,600 
156,  600 
163,100 
163,100 
163,100 
175, 300 

Kilowatts 
98,000 
123,000 
65,000 
110,000 
128,000 
128,000 
140,000 
156,000 
156,000 
181,000 

Per  cent 
63 

1920 

78 

1921                         - 

42 

1922                                             .             .      - 

70 

T923 --- 

82 

1924                             

82 

1925. 

86 

1926       — — - - 

96 

1927                                

89 

1928 -— 

103 

10-year  average  ..       .  .. .  .  .  . .... 

79.1 

Mr.  Dixon.  Are  there  any  further  questions  of  this  witness? 
Mr.  Forbes.  I  have  some  after  Mr.  Ely  is  through. 

Mr.  Ely.  I  would  like  to  ask  him  one  or  two  more  questions  about  finances, 
but  I  will  ask  them  to-morrow. 
Mr.  Dixon.  Mr.  Forbes. 

By  Mr.  Forbes: 

Question.  In  1927  you  had  a  utilization  factor  of  89  per  cent,  did  you  not? 

Answer.  Yes,  sir. 

Question.  Was  that  a  dry  year  or  a  wet  year? 

Answer.  I  do  not  remember  how  that  would  be  classified  whether  it  was 
extremely  wet  or  extremely  dry ;  it  was  an  ordinary  year,  I  should  say. 

Question.  That  was  1927.  And  in  1926  the  utilization  factor  was  96  per 
cent.     Was  that  a  wet  year,  a  dry  year,  or  a  normal  year? 

Answer.  I  do  not  remember  the  water  fiow  of  any  of  those  years,  except 
that  I  do  remember  the  most  recent  year,  1928,  as  being  ample 

Question.  In  water  flow? 

Answer.  Yes ;  and  I  remember  1919  and  1920  were  very  low  years. 

Question.  You  referred  to  the  plant  capacity.  Was  that  installed  or  plant 
power  capacity? 

Answer.  Plant  power.     Installed  capacity  was  considerably  more  than  that. 

Question.  It  would  be  reckoned  on  how  much  of  the  time? 

Answer.  Prime  power  90  per  cent  of  the  time. 

Question.  Are  you  buying  power  from  the  Washington  Water  Power  Co.  at 
the  present  time — or  have  you  during  the  year  1929? 

Answer.  We  have,  yes.     When  I  left  Butte  we  were  still  buying  it. 

Question.  Did  you  buy  any  power  from  that  company  in  1928? 

Answer.  I  am  not  sure.     I  do  not  recall  the  amount,  in  any  event. 

Question  Do  I  understand  that  you  purchased  more  power  in  1929  from  the 
Washington  Water  Power  Co.  than  you  did  in  1928? 

Answer.  That  is  my  impression. 

Question.  Has  the  sale  of  power  by  the  Montana  Power  Co.  in  1929  increased 
over  the  sale  of  power  during  the  same  period  of  1928? 

Answer.  Well,  1929  has  not  been  completed,  so  I  can  not  give  you  strictly  the 
power  figures  but  the  load  is  very  much  the  same ;  there  is  no  great  difference. 
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Question.  In  other  words,  you  think  that  your  sale  records  so  far  in  1929 
would  be  about  the  same  as  for  the  same  period  of  1928? 

Answer.  Yes. 

Question.  No  increase  in  sales? 

Answer.  No  important  increase. 

Question.  You  have  compared  the  first  10  months  of  each  of  those  years? 

Answer.  Yes. 

Question  What  is  the  head  at  Thompson  Falls? 

Answer.  Thompson  Falls  has  quite  a  variable  head,  due  to  raising  and  lower- 
ing the  reservior,  which  is  comparatively  small,  and  it  utilizes  storage  very 
considerably,  and  also  on  account  of  high  tail  water ;  I  should  say  an  average 
figure  would  be  50  feet. 

Question.  Now,  yesterday,  in  giving  the  installed  and  plant  capacity  per 
horsepower  for  five  sites,  you  referred  to  Volta.  But  in  this  book  [indicating!, 
Wheeler  Exhibit  No.  17,  which  was  issued  by  your  conmpany,  the  Great  Falls 
of  Missouri  is  named.     Is  that  the  same  plant? 

Answer.  The  same  plant;  yes. 

Question.  That  is  the  same  plant.  Do  you  understand  that  this  circular  was 
gotten  out  by  your  company  in  connection  with  the  sale  of  its  securities  [hand- 
ing paper  to  witness]? 

Answer.  (Examining  paper.)  Well,  as  I  said  yesterday,  I  had  not  seen  it 
before,  but  I  think  that  it  is  what  it  was  gotten  out  for,  very  apparently. 

Question.  And,  of  course,  the  statements  made  in  there  are  accurate  and 
truthful? 

Answer.  I  presume  so. 

Question.  At  the  bottom  of  the  page  upon  which  are  listed  several  sites  and 
their  horsepower  capacity,  there  appears  this  statement,  under  the  heading  of 
"  Under  construction  "  : 

"  The  Hebgen  Reservoir,  rated  as  the  seventh  largest  in  the  world,  with  a 
storage  capacity  of  346,000  acre-feet,  guarantees  an  ample  water  supply  to  these 
plants  at  all  times." 

Do  you  understand  that  to  be  a  fact? 

Answer.  Yes. 

Question.  Now,  you  spoke  of  selling  power  to  the  Anaconda  Co.  for,  I  think 
it  was,  3.82  n^ills? 

Answer.  Yes.  « 

Question.  Is  the  John  Ryan,  president  of  the  Anaconda  Copper  Co.,  the  same 
John  D.  Ryan  who  is  president  of  the  Montana  Power  Co.  and  of  the  Rocky 
Mountain  Power  Co.? 

Answer.  Did  you  say  he  was  president  of  the  Anaconda  Co.? 

Question.  Well,  rather,  he  is  chairman  of  the  board  of  directors? 

Answer.  I  think  he  is  chairman ;  yes. 

Question.  Is  he  the  same  individual  who  is  president  of  the  Rocky  Mountain 
Power  Co.  and  the  Montana  Power  Co.? 

Answer.  Yes. 

Mr.  Forbes.  That  is  all. 

Mr.  Dixon.  That  is  all,  Mr.  Cochrane. 

Mr.  McCoRMACK.  Mr.  Chairman,  I  would  like  to  ask  the  witness  one  ques- 
tion in  connection  with  something  that  he  has  testified  about.  I  will  ask 
Mr.  Jellison  to  ask  the  question. 

By  Mr.  Jellison  : 

Question.  In  the  expense  account  the  last  item  reads:  "Land  and  water 
rights.  $500,000."    Have  you  an  itemized  account  on  that? 

An.swer.  I  have  not  here,  but  we  have  in  our  files  a  detailed  estimate  of  how 
that  was  made  up. 

Question.  You  do  not  know  anything  about  what  it  was  made  out  of? 

Answer.  I  can  not  tell  you  the  details  of  it  now.  but  it  was.  in  general,  made 
up  of  estimated  damages  to  various  landowners  around  the  lake. 

Mr.  Kelly.  Just  a  minute,  if  you  please.  It  seems  to  nie  that  this  line  of 
questions  is  directed  to  the  idea  of  our  presenting  for  the  benefit  of  the 
residents  of  the  valley  up  there  data  as  to  what  we  would  have  to  pay  for 
those  lands,  so  that  they  will  have  the  data  upon  which  to  drive  a  bargain 
with  us ;  if  we  do  get  to  a  point  where  we  have  to  buy  these  lands,  it  is 
wholly  unfair  that  It  he  disclosed  now.  We  have  estimated,  as  I  think  the 
record  shows,  that,  I  think  It  is,  $424,000  may  have  to  be  used,  or  will  have 
to  be  used,  for  the  payment  for  lands  and  for  damages  to  lands  for  these 
settlers'  rights. 
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Now,  as  I  say,  I  think  it  will  be  wholly  unfair  to  any  applicant  to  have  him 
put  in  the  record  here  what  he  figures  he  would  have  to  pay  to  John  Jones,  for 
example,  or  Dick  Smith,  or  somebody  else.  I  do  not  think  that  is  a  proper 
basis  of  inquiry  at  all. 

By  Mr.  Dixon  : 

Question.  Is  that  in  the  record? 

Answer.  The  total  figure  is  in  the  record. 

Mr.  jELLisoN.  That  is  not  the  purpose  of  this  investigation,  Mr.  Secretary. 
In  their  set-up  of  their  project  area  they  claim  that  there  are  one  hundred  and 
thirty-four  thousand  and  some  odd  acres  in  their  project  area.  They  claim  that 
the  lake  surface  is  107,582  acres,  leaving  16.380  acres  in  their  project  area.  I 
am  just  wondering  what  other  lands  than  the  2,600  acres  that  they  propose 
to  flood  in  Flathead  County  are  included.     Where  is  that  land? 

Mr.  DixoN.  Well,  under  the  congressional  enactment  of  1912,  flowage  rights 
up  to  9  feet  of  high  water  of  1894  are  reserved,  and  where  patents  have  not 
been  issued  prior  thereto,  they  do  not  have  to  pay  for  them. 

Mr.  Jellison.  Well,  is  that  up  to  10,000  acres? 

Mr.  Dixon.  I  do  not  know.  I  say  that  is  one  item  that  would  come  into 
that  question.  You  see,  the  Flathead  line  only  covers  half  of  the  area.  On 
all  the  lands  below  the  Flathead  reservation  line,  on  the  north  and  south 
of  the  lake,  where  patents  were  not  issued  prior  to  the  congressional  enactment 
of  1912,  they  can  get  the  flow  up  to  the  high-water  make  of  1894,  without  any 
payment  of  damages,  because  that  was  reserved  by  act  of  Congress  on  all 
Indian  lands.     That  would  cover 

Mr.  Jellison  (interposing).  That  is  the  13,000  acres,  or  some  such  matter, 
that  is  included  in  this  project? 

Mr.  Dixon.  That  would  be  an  item  in  it.  Now,  I  imagine  that  all  around 
the  lake,  below  the  agricultural  lands  at  the  north  end,  there  wouW  be 
lands  that  would  be  submerged. 

Mr.  Jellison.  Now,  the  water  rights  figures  that  Mr.  Kelly  gave  were 
something  like  $421,000,  were  they  not.  for  the  different  lands?  Then  the 
water  rights  must  have  cost  about  $79,000. 

Mr.  Dixon.  I  suggest  that  you  address  that  to  him.  I  do  not  know.  I 
know  nothing  of  these  figures. 

Mr.  Kelly.  What  is  that? 

Mr.  Jellison.  I  think  we  ought  to  have  a  little  information  on  this  question. 

Mr.  Dixon.  Then  put  Mr.  Kelly  on  the  stand,  and  you  can  ask  him. 

Mr.  Jellison.  Did  I  understand  you,  Mr.  Kelly,  to  say  that  about  $421,000 
was  appropriated  for  the  purpose  of  flood  lands,  or  something  like  that? 

Mr.  Kelly.  My  recollection  of  the  figure  was  that  it  w^as  $424,100.  It  is 
in  one  of  those  exhibits. 

Mr.  Henshaw.  That  is  correct,  Mr.  Kelly. 

Mr.  Kelly.  It  is  a  matter  of  record. 

Mr.  Jellison.  And  the  balance  of  the  $500,000  is  for  water  rights? 

Mr.  Kelly.  I  do  not  know.  That  might  have  been  in  one  of  the  earlier 
estimates.     I  do  not  know  what  you  are  referring  to. 

Mr.  Jellison.  Part  of  your  application  for  license. 

Mr.  Kelly.  That  was  simply  a  rough  estimate,  and  perhaps  it  has  been  cut 
down ;  I  do  not  know. 

Mr.  Henshaw.  The  figure  to  which  you  refer,  which  I  can  find,  was  in  the 
latest  estimate  which  was  submitted  to  Major  Butler,  and  by  him  in  his 
report  to  us  last  July. 

Mr.  Kelly.  I  see.  The  half  million  was  an  earlier  estimate,  probably,  and 
<)n  further  investigation  and  determination  of  the  matter.  When  our  first 
application  was  put  in,  we  did  not  know  whether  it  would  be  $424,000,  or 
some  other  figure.  Neither  did  we  have  any  surveys:  and  if  we  estimated 
it  at  first  at  half  a  million  and  it  is  now  down  to  $424,000,  that  is  because 
the  lines  have  been  more  accurately  determined,  and  we  made  an  estimate  of 
what  the  lands  would  cost. 

Mr.  Hexshaw.  I  vrill  say  that  the  project  area  as  now  outlined,  and  as 
given  by  Major  Butler  in  his  report,  is  based  on  the  smallest  local  subdivision. 
There  are  quarter-sections,  and  lots  of  approximately  a  quarter-section  around 
the  periphery  of  the  lake,  east  and  west  sides,  for  instance,  on  which  only  a 
fringe  of  a  few  feet  in  width  vrill  be  required;  but  the  whole  quarter-section 
or   lot   will   be   included.     This   gives    a    very   much    larger    area    within    the 
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project  boundaries  than  will  be  actually  flooded.  The  company  has  not  yet 
made  up  or  been  required  to  make  up  lines  delimiting  the  flnal  areas  to  be 
actually  flooded ;  when  that  is  done  there  will  be  a  new  project  boundary  and 
a  final  project  area. 

Mr.  Jellison.  Well,  was  there  not  an  item  of  water  rights  that  was  put  into 
that  financial  set-up,  as  you  call  it? 

Mr.  Kelly.  No;  there  was  no  item  on  any  water  rights.  All  water  rights, 
we  suppose,  are  rights  to  waters  dedicated  by  the  State  of  Montana  to  public 
use. 

Mr.  Jellison.  I  w^ould  like  to  have  it  cleared  up  what  this  means  for  water 
rights  here  [indicating  paper  J. 

Mr.  Kelly.  The  words  "water  rights"? 

Mr.  Jellison.  Exactly. 

Mr.  Kelly.  I  do  not  know  what  you  are  referring  to. 

Mr.  Jellison.  That  is  the  application  for  license  [handing  paper  to  Mr. 
Kelly]. 

Mr.  Kelly.  Well,  I  think  "  land  and  water  rights "  means  flowage  rights, 
rather  than  the  acquisition  of  the  right  to  the  use  of  water,  because  there  is  no 
estimate  or  no  money  included  here  for  that. 

Mr.  Jellison.  Well,  I  was  wondering  about  that.  Some  of  the  Indian  people 
have  been  very  careful  to  say  that  there  was  nothing  put  into  the  financial 
set-up,  and  it  is  a  very  great  figure,  and  I  was  just  wondering  why  a  water 
right,  which  costs  $2.50  to  have  it  filed  at  the  courthouse,  was  listed  at  some- 
thing like  $100,000. 

Mr.  Kelly.  No.    There  is  no  listing  of  any  water  rights. 

Mr.  McCoBMACK.  The  question  I  was  getting  at — to  answer  Mr.  Kelly's 
statement  that  it  would  not  be  proper  for  us  to  go  into  the  details  between  them 
and  the  individuals — was  this.  I  had  no  thought  of  going  into  that.  What  I 
had  in  mind  was,  How  did  they  arrive  at  the  total  value  of  these  lands?  What 
factor  did  they  use?  Did  they  use  their  own  estimate  or  the  assessed  valu- 
ation? 

Mr.  Kelly.  No;  if  we  could  buy  it  at  the  assessed  valuation,  it  would  be 
very  much  cheaper. 

Mr.  McCoRMACK.  I  know  it  would.  And  I  could  cut  off  about  $40,000,000 
of  the  value  of  your  property  at  one  scratch  of  the  pen.     [Laughter.] 

Mr.  Dixon.  Do  you  mean  the  difference  between  assessment  for  taxation  and 
actual  stock  and  bonds  value  on  the  market?    Is  that  it? 

Mr.  Jellison.  The  difference  between  the  taxing  value  and  the  value  for 
sale. 

Mr.  Dixon.  That  is  what  I  suggested;  that  is  what  I  understood  you  to 
mean. 

Mr.  Jellison.  For  rate-making  purposes. 

Mr.  Kelly.  That  would  be  a  very  interesting  investigation  if  it  was  started 
right  now. 

Mr.  McCoRMACK.  You  would  not  have  to  investigate  it.  There  are  the  two 
offices  in  the  same  building. 

Mr.  Dixon.  I  have  always  heard  that  public  utilities  contended  that  there  was 
a  difference  between  assessed  valuation  for  rate-making  purposes  and  for  taxa- 
tion purposes.    There  is  a  wide  spread  there,  as  I  have  been  told. 

Does  anybody  else  want  to  ask  Mr.  Cochrane  a  question?  If  not,  are  you 
through,  Mr.  Forbes? 

Mr.  Forbes.  Yes. 

Mr.  Dixon.  Is  that  your  case,  Mr.  Kelly,  except  the  treasurer  of  the  company? 

Mr.  Kelly.  We  have  no  other  witnesses,  and  we  will  immediately  start  in  to 
get  this  information  which  has  been  requested. 

Mr.  Kerb.  I  was  wondering  whether  I  was  still  charged  with  that,  or 
whether  Mr.  Ely  had  cleaned  up  the  information  on  that. 

Mr.  Dixon.  No  ;  we  want  the  New  York  treasurer  to  testify. 

Mr.  Kerb.  I  merely  wanted  to  ask  before  adjournment  whether  I  would  still 
be  charged  with  that. 

Mr.  Dixon.  We  want  somebody  who  can  answer  that  Inquiry. 

Mr.  SCATTEBGOOD.  We  do  not  need  a  man  to  come  from  New  York,  if  it  is 
inconvenient  for  him  to  come,  as  long  as  we  can  get  the  information  from  some- 
body else  that   has   been   asked   for. 

Mr.  Dixon.  If  you  can  furnish  it,  Mr.  Kerr,  that  will  be  sufficient. 

Mr.  Forbes.  Does  that  mean  that  the  hearings  will  be  continued  open  until 
Mr  Kerr  gets  the  information  and  reappears  on  the  stand? 

Mr.  Dixon.  Yes. 
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Mr.  K^ELLY.  It  has  been  suggested  by  Mr.  Kerr  that  there  is  a  question  as  to 
how  long  it  will  take  to  separate  those  items.  Unless  on  the  books  of  the 
company  or  the  books  of  the  treasurer  they  keep  separate  accounts  of  cost  of 
production  to  the  bus  bars,  and  from  the  bus  bars  to  the  distributing  system 
and  the  industries,  it  might  take  considerable  time. 

Now,  I  had  in  mind  that  if  some  officer  or  accountant  of  the  company  came 
down  with  the  books,  I  would  be  perfectly  willing  for  him  to  sit  down  with 
Mr.  Scattergood  and  go  over  the  accounts,  without  having  us  all  here. 

Mr.  Scattergood.  Well,  this  particular  percentage  or  proportion  I  would  like 
to  have  before  I  proceed  with  the  cross  examination. 

Mr.  Russell.  May  I  suggest  that  they  be  given  a  very  clear  definition  of 
what  is  wanted,  so  that  there  may  be  no  mistake  as  to  what  they  are  to  bring 
here? 

Mr.  Kerb.  This  is  what  I  am  prepared  to  answer,  and  I  presume  it  can  be 
done  from  the  annual  report :  Cost  of  generation ;  cost  of  transmission,  and  cost 
of  distribution.     Is  that  correct? 

Mr.  Scattergood.  Per  kilowatt-hour  for  the  system  as  a  whole. 

Mr.  Kerr.  Per  kilowatt-hour. 

Mr.  Russell.  For  the  system  as  a  whole. 

Mr.  Scattergood.  And  then  add  to  that  the  factor  of  allowed  return;  or 
separate  out  the  cost  of  production,  which  includes  the  item  of  direct  expense, 
and  also  interest  on  capital,  and  so  on ;  if  you  will  break  that  up  into  those  two 
parts,  so  that  we  would  have  then  the  cost  of  actual  production  of  electricity, 
without  the  interest  item  or  surplus  earnings ;  the  cost  of  transmission ;  the 
cost  of  distribution,  and  then,  at  the  end,  the  bond  interest  and  surplus  put 
together  and  divided  by  the  total  number  of  kilowatt-hours. 

Mr.  Kerr.  Mr.  Scattergood,  may  I  say  that  I  have  nothing  in  New  York 
except  the  annual  reports,  and  if  you  are  going  to  separate  further  than  those 
annual  reports  separate  the  items,  then  we  will  have  to  go  to  Montana  to  get 
them. 

Mr.  Scattergood.  Well,  I  think  there  is  a  good  chance  that  the  annual  report 
will  divide  up  the  main  items  of  expense. 

Mr.  Kerr.  That  is  all  I  can  say. 

Mr.  Scattergood.  As  a  matter  of  fact  Mr.  King,  the  chief  accountant  of  the 
commission,  told  me  a  few  minutes  ago  that  he  had  made  a  study  of  the  cost  of 
the  kilowatt-hours  of  this  company,  and  he  has  gone  now  to  see  whether  the 
information  may  not  be  in  the  commission  itself.  If  so,  perhaps  we  will  be  able 
to  go  on  this  afternoon. 

Mr.  Russell.  Mr.  Kerr,  those  annual  reports  are  your  reports  to  the  Montana 
Commission,  are  they? 

Mr.  Kerb.  To  the  board  of  directors  of  the  company. 

Mr.  Russell.  Just  annual  reports  made  to  the  stockholders? 

Mr.  Kerr.  Yes. 

Mr.  Russell.  I  doubt  if  that  would  be  sufficient.  I  supposed  what  you  had 
were  reports  to  the  Public  Service  Commission  of  Montana. 

Mr.  Kerr.  Then  let  me  make  it  a  little  clearer.  Each  month  there  is  what 
you  might  call  an  operating  report  that  divides  into  many  hundred  items  of 
expenses.  My  recollection  of  those  is  that  they  are  certain  expenses  for  trans- 
mission, expenses  of  distribution,  and  expenses  of  generation. 

Mr.  Russell.  And  that  is  in  the  annual  report  that  is  made  to  the  stock- 
holders? 

Mr.  Kerr.  That  is  summarized,  as  I  remember  it,  at  the  end  of  the  year,  and 
that  is  all  I  hope  to  be  able  to  bring  here. 

Mr.  Scattergood.  Mr.  Kerr,  I  take  it  that  your  company  submits  to  the 
Montana  commission  a  statement  of  receipts  and  expenses,  using  the  form  of 
the  Interstate  Commerce  Commission  classification  of  accounts,  as  is  customary 
with  State  commissions? 

Mr.  Kerr.  My  impression  is  that  the  Montana  commission  has  not  adopted 
that.  But  they  do  have  a  form  which  grew  out  of  the  Wisconsin  practice,  and 
those  are  not  here  and  are  not  in  New  York. 

Mr.  Scattergood.  Do  you  mean  to  say  that  the  head  office  in  New  York  would 
not  have  any  of  this? 

Mr.  Kerr.  They  have  no  copies,  I  am  sure.  You  see,  the  head  office  in  New 
York  of  the  Montana  Power  Co.  has  been  largely  a  financial  office.  In  other 
words,  the  payment  of  interest  on  bonds,  and  there  has  been  a  very  small  force 
there — a  treasurer  and  a  stenographer;  that  is  all;  and  the  clerk  who  checks 
the  coupons   as   they  come  back.    There  have  never   been   more   than   three 
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people  in  that  office.     We  have  not  attempted  to  keep  up  what  might  be  classi- 
fied as  a  general  office  in  New  York. 

Mr.  ScATTERGooD.  Theu  you  do  not  think  the  treasurer  would  be  able  to 
throw  any  light  on  this? 

Mr.  Kere.  Well,  I  am  sure  he  has  monthly  reports;  and  I  think  those  are 
summarized  into  a  yearly  report. 

Mr.  ScATTERGooD.  And  those  yearly  reports  do  distinguish  between  production 
and  transmission  and  distribution? 

Mr.  Kerr.  I  think  they  do.  But  that  is  the  best  we  can  do  in  New  York, 
I  am  sure. 

Mr.  Kelly.  We  will  have  to  take  a  look  at  them ;  I  suppose  that  is  the  next 
best  thing. 

Mr.  Scattergk)od.  Yes. 

Mr.  Kerr.  How  many  years  will  you  want  information  for? 

Mr.  SCATTERGOOD.  One  year  is  enough.  All  T  want  is  the  divisions,  expressed 
in  percentages.     It  is  very  simple,  if  you  have  the  factors. 

Mr.  Russell.  It  would  be  more  informative.  Mr.  Kerr,  if  you  have  it  for 
two  or  three  years. 

Mr.  SCATTERGOOD.  Does  your  company  make  a  statement  to  the  Federal 
Power  Commission  relating  to  its  itemization  of  expenses? 

Mr.  Kerr.  I  do  not  think  so;  I  do  not  remember  it.  We  send  a  lot  of  stuff 
to  Washington,  to  different  persons,  but  I  do  not  remember  sending  to  that 
particular  body. 

Mr.  Jones,  You  make  one  to  the  Geological  Survey,  but  that  is  considered 
confidential. 

Mr.  Kerr.  A  very  elaborate  one  to  the  Geological  Survey ;  I  realize  it  because 
it  costs  a  lot  of  money. 

Mr.  SCATTERGOOD.  Mr,  Kerr,  can  you  go  around  and  look  at  the  copies  in  the 
Geological  Survey  and  see  if  you  can  get  the  information? 

Mr,  Kerr.  If  there  is  anybody  here  that  represents  the  Geological  Survey, 
you  can  tell  him  to  bring  them  over  and  put  them  in  the  record. 

Mr.  Scatterg(X)d.  I  thought  it  w^ould  be  easier  to  have  you  interpret  your 
own  figures.  Well,  perhaps  that  will  be  the  way  out  if  we  can  not  get  it 
to-morrow  morning. 

Mr.  Dixon.  Was  the  Montana  Power  Co.  included  in  the  resolution  passed 
by  the  Senate  as  to  information  contained  in  income-tax  returns?  Is  your 
company  on  the  list  in  the  Senate  Committee  inquiry  into  the  corporation 
practice's  in  connection  with  the  tariff  hearings?     [Laughter.] 

Mr.  Kerr    I  do  not  think  I  understand,  Mr.  Dixon. 

Mr.  Dixon.  Well,  that  was  purely  facetious. 

Mr.  Russell.  That  brings  up  another  question.  Would  the  income-tax  return 
of  the  Montana  Power  Co.  show  that? 

Mr.  Kerr.  Not  in  detail. 

Mr.  Russell.  Or  could  you  gather  from  the  income-tax  returns  the  result 
that  he  wants? 

Mr.  Kelly.  I  am  stating  it  without  knowing  myself,  but  I  do  not  remember 
that  the  income-tax  return,  which  I  have  signed  a  good  many  times,  have  any 
of  that  information.  I  think  I  have  in  mind  the  principal  things  wanted,  and 
we  will  do  the  best  we  can. 

Mr,  SCATTERGOOD.  All  right, 

Mr.  Forbes.  Mr.  Chairman,  do  I  understand  that  Mr.  Kelly  has  completed 
his  case  in  chief? 

Mr.  Dixon.  That  is  what  I  understand. 

Mr.  Forbes.  I  have  one  witness  in  rebuttal  that  I  \Yant  to  submit.  Can  we 
have  him  the  first  thing  this  afternoon? 

Mr,  Dixon.  Mr.  Forbes,  there  are  quite  a  group  of  Montana  farmers  here, 
three  or  four,  that  I  imagine  are  being  held  on  pins  and  needles.  Could  not 
your  testimony  in  rebuttal  fit  in  just  as  well,  so  as  to  allow  them  to  testify 
80  that  they  can  go  home? 

Mr.  Forbes.  I  am  very  glad  to  consider  their  convenience,  of  course.  But 
I  know  that  I  will  not  use  over  half  an  hour  on  direct  examination  with  this  one 
witness  that  I  am  going  to  produce  on  rebuttal. 

Mr.  Ely.  Do  you  not  think  it  right  to  have  all  the  case  in  chief  in.  nnd  that 
you  should  then  close  by  presenting  your  case  in  rebuttal? 

Mr.  Forbes.  Ordinarily,  yes;  but  I  understand  from  Mr.  Pope  that  liis  evi- 
dence involves  things  that  we  are  not  greatly  interested  in.  We  take  the  posi- 
tion that  the  rights  of  the  settlers  and  the  irrigation  projects  must  be  ultimately 
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determined  by  this  commission,  or  by  some  other  competent  tribunal ;  and  we 
are  going  to  be  charged  according  to  those  rights ;  and  we  can  not  make  those 
rights,  or  amplify  them,  or  subtract  from  them,  in  this  hearing. 

Mr.  Dixon.  Could  not  your  evidence  in  rebuttal  come  after  the  case  in  chief 
is  made? 

Mr.  Forbes.  Yes. 

Mr.  Dixon.  You  have  how  many  witnesses,  Mr.  Pope? 

Mr.  Pope.  I  have  four,  all  told;  one  has  partly  testified.  The  strength  of 
-our  case  will  be  its  brevity ;  it  will  not  take  long.  We  expect  to  finish  it  this 
afternoon. 

Mr.  Dixon.  You  might  put  one  man  on  for  the  next  15  minutes? 

Mr.   Pope.  Now? 

Mr.  Dixon.  Yes. 

Mr.  Pope,  I  would  prefer  to  take  a  recess,  because  I  want  to  make  a  state- 
ment, which,  if  possible,  I  would  like  to  have  presented  when  Secretary  Wilbur 
is  present;  and  perhaps  Secretary  Wilbur  will  have  sufficient  interest  in  the 
phase  of  the  matter  1  wish  to  present,  to  be  personally  present. 

Mr.  Ely.  I  do  not  think  Mr.  Wilbur  can  be  here  this  afternoon.  He  is  out 
of  town. 

Mr.  Dixox.  Mr.  Ely  is  his  pergonal  representative  in  these  hearings. 

We  will  take  a  recess  and  reconvene  at  2  o'clock. 

(Thereupon  at  12.80  o'clock  a  recess  was  taken  until  2  o'clock  p.  m.) 

AFTER  RECESS 

The  hearing  was  resumed  pursuant  to  the  taking  of  a  recess. 

Appearances :  As  noted  for  this  morning,  with  the  exception  of  Secretary 
Wilbur,  absent. 

Mr.  Dixon.  The  hearing  will  come  to  order. 

Mr.  Grorud,  did  you  want  to  make  a  correction  in  the  record? 

Mr.   Grorud.  Yes. 

Mr.  Dixon.  Go  ahead. 

Mr.  Grorud.  On  page  1277  of  the  transcript  of  November  5,  the  seventh  day, 
a  question  by  Secretary  Dixon,  appearing  at  about  the  middle  of  the  page, 
reads : 

"  Mr.  Grorud,  do  you  appear  here  as  attorney  for  the  tribal  council  or  for 
the  Senate  subcommittee?" 

I  answered  that :  "  For  the  tribal  council,"  as  it  appears  now. 

Then  the  next  question  by  Mr.  Dixon :  "  You  are  attorney  for  the  tribal 
council  ?" 

And  I  answered,  "  No." 

Now.  Mr.  Dixon's  question  was.  "  You  are  attorney  for  the  Senate 
committee?" 

Mr.  Dixon.  That  correction  will  be  made. 

Mr.  Grorud.  I  want  to  get  that  correct,  because  my  answer  would  not  be 
responsive. 

Mr.  Dixon.  That  correction  will  be  made. 

Mr.  Forbes.  Mr.  Chairman,  there  are  a  number  of  typographical  errors  in 
the  record.  This  morning  I  suggested  to  Mr.  Kelly  that  all  parties  wanting 
to  have  corrections  made  submit  to  the  executive  secretary  of  the  commission 
after  the  close  of  the  hearings  a  list  of  those  corrections,  and  exchange  sug- 
gestions for  corrections  with  the  other  parties.  I  am  afraid  it  will  take  a 
long  while  and  use  up  a  considerable  amount  of  the  commission's  time  if  we 
were  to  make  corrections  on  the  record  now. 

Is  that  satisfactory  to  the  parties  in  interest? 

Mr.  Dixon.  That  is  all  right  with  me. 

Mr.  Kelly.  I  don't  know.  It  would  be  except  that  I  don't  want  to  agree 
to  anything  that  is  going  to  delay  these  proceedings. 

Mr.  Forbes.  I  mean  that  these  corrections  be  offered  within  a  few  days  of 
the  close  of  the  hearings. 

Mr.  Kelly.  I  take  it  that  briefs  will  be  required  within  a  reasonably 
short  time. 

Mr.  Dixon.  Couldn't  you  do  that  within  a  day  after  the  hearings  close? 

Mr.  Forbes.  I  can  do  it  within  a  day  after  the  hearings  are  closed, 

Mr.  Kelly,  Make  your  corrections? 

Mr.  Forbes.  Suggest  my  corrections. 

Mr.  Kelly.  Well.  I  take  it  that  we  can  be  ready,  too. 

Mr.  Dixon.  All  right. 
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Mr.  Grokud.  I  want  to  make  a  short  statement. 

Mr.  Dixon.  All  right. 

Mr.  Grorud.  There  seems  to  be  an  erroneous  impression  given  to  the  ques- 
tions that  the  Secretary  propounded  with  reference  to  the  tribal  council.  I 
WQUld  like  to  say  that  the  tribal  council  does  not  consist  of  just  two  or  three 
men ;  it  consists  of  33  members ;  and  I  would  like  to  put  in  the  record  the 
names  of  the  members.  I  need  not  call  them  out.  I  can  give  them  to  the 
stenographer  now. 

Mr.  Dixon.  If  you  want  to  put  them  in.  I  think  that  it  would  be  just 
encumbering  the  record.     You  are  attorney  for  the  tribal  council,  are  you  not? 

Mr.  Grorud.  Yes. 

Mr.  Dixon.  Why  do  you  want  all  those  names  in  there? 

Mr.  Grorud.  I  don't  want  to  leave  the  impression  that  there  are  only  two 
or  three  half-breed  Indians  that  are  running  the  council.  I  think  that  the 
record  would  almost  indicate  that  some  of  these  Indians  who  are  even  officers 
of  the  council  are  not  Flathead  Indians. 

Mr.  Dixon.  I  never  made  any  such  suggestion.  I  said  that  in  the  list  of 
officers  of  the  council — and  I  said  that  in  a  conversational  manner — there 
weren't  any  that  were  born  Flatheads,  they  were  all,  as  I  said  to  you,  immi- 
grants from  Oregon  who  came  in  when  the  reservation  was  opened.  But  you 
are  accepted  here  as  attorney  for  the  Flathead  Indians. 

Mr.  Grorud.  And  so  far  as  Mr.  Dupuis  is  toncemed,  I  will  say  now  that 
on  the  5th  of  October,  just  about  a  month  ago,  at  the  suggestion  of  the 
Indian  Bureau,  a  council  was  held  for  the  purpose  of  reelecting  or  electing 
officers ;  and  Mr.  Dupuis  was  unanimously  elected  president  of  the  council. 
Mr.  Coe  was  present,  and  the  minutes  of  the  meeting  were  certified  to  the 
Indian  Bureau,  as  well  as  my  credentials  for  my  appearance  at  this  hearing. 

Thank  you. 

Mr.  Dixon.  You  may  proceed,  Mr.  Pope. 

Mr.  Pope.  If  it  please  the  commission,  I  want  to  make  just  a  brief  state- 
ment of  what  our  evidence  w^ill  be.  Some  of  it  is  documentary;  and  I  want 
to  put  in  a  complete  picture  of  w^hat  this  testimony  will  be,  so  that  as  it  comes 
in,  it  may  be  understood  in  its  full  significance. 

I  appear  here  on  behalf  of  the  Flathead  Irrigation  District,  which  has  inter- 
vened and  filed  a  petition  of  intervention  here  in  support  of  the  application  of 
the  Rocky  Mountain  Power  Co. 

I  want  to  point  out  in  that  connection  that  the  Flathead  irrigation  district 
is  a  public  corporation  organized  under  the  statutes  of  Montana,  and  or- 
ganized pursuant  to  the  recent  acts  of  Congress  requiring  that  to  be  done  in 
connection  with  this  project.  But  it  is  not  an  operating  concern.  It  has  no 
engineer.  It  owns  no  property  other  than  its  minute  book.  It  is  merely  a 
fiscal  agency  organized  for  the  purpose  of  exercising  the  State's  taxing  power  as 
a  means  of  collecting  for  the  United  States  the  amounts  due  and  to  become 
due  to  the  United  States  under  the  repayment  contracts  and  under  various 
other  obligations  between  the  people  resident  upon  the  project  and  the  United 
States.  In  other  words,  this  district  has  no  property  rights  and  it  does  not 
own  the  project.     It  is  a  mere  collection  agency. 

The  intervention  here  is  on  behalf  of  the  United  States.  That  is  to  say, 
we  .set  out  that  the  United  States  is  the  owner  of  this  project,  this  irrigation 
project ;  and  the  various  rights  in  connection  therewith ;  and  the  United  States 
is,  as  it  were,  a  trustee  for  the  people  who  constitute  this  irrigation  district, 
and  certain  other  irrigation  districts,  which  include  other  lands  upon  this 
project. 

I  may  say  that  there  are  four  separate  interests  in  the  shape  of  different 
lands  upon  the  irrigation  project,  including  the  Flathead  irrigation  district. 
There  are  three  irrigation  districts:  The  Flathead  irrigation  district,  which  I 
repre.sent  and  which  is  the  largest,  by  far  the  largest  of  the  three,  incorporating 
something  like  80,000  acres  of  irrigable  land 

Mr.  Ely.  What  is  the  name  of  that  district? 

Mr.  Pope.  The  Flathead  irrigation  district. 

The  second,  the  Mission  irrigation  district,  which  is  not  to  be  confused  with 
ii  n^^^^'""  Valley  division  irrigation  project,  but  includes  something  like 
11,000  acres  in  the  immediate  vicinity  of  St.  Ignatius,  and  is  only  a  small 
fraction  of  the  Mission  Valley  division  project,  and  arbitrarily  has  been  named 
the  Mission  Irrigation  district. 

Then  there  is  the  Jocko  irrigation  district  which  includes  the  Irrigable  land 
in  what  is  called  the  Jocko  portion  of  the  Irrigation  project,  and  includes  some- 
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where  bet^Yeen  five  and  six  thousand  acres  of  land.  Those  are  the  three  groups 
of  land. 

Then  there  is  a  fourth,  which  constitutes  the  trust  patent  Indian  lands,  that 
is  to  say,  lands  owned  by  Indians  to  whom  patent  in  fee  has  not  been  issued, 
and  which  are  within  the  project,  entitled  to  water  rights  under  the  project, 
but  which  have  not  been  by  reason  of  the  act  of  Congress  incorporated  within 
these  irrigation  districts. 

Out  of  the  124,000  acres  of  land  irrigable  under  the  projects,  therefore,  the 
Flathead  irrigation  district,  which  I  represent,  includes  approximately  in  round 
figures  80,000  acres. 

Mr.  Grorud.  How  about  the  Camas  division? 

Mr.  I'oPE.  The  Camas  division  is  a  portion  of  the  Flathead  irrigation  district. 
They  are  not  to  be  confused.  The  divisions  of  the  project  and  the  districts 
are  entirely  different  things. 

So  that  of  the  lands  within  the  irrigation  districts  83  per  cent  of  them  that 
are  in  districts  are  included  in  the  Flathead  irrigation  district.  I  say  that 
for  the  reason  that  we  are  asserting  here  rights  not  on  behalf  of  the  Flathead 
irrigation  district,  but  rights  which  we  assert  on  behalf  of  the  United  States 
for  the  entire  project  in  its  entirety — our  district,  other  districts,  the  trust 
patent  Indian  lands,  and  all  lands,  whethei  in  or  out  of  the  irrigation  district. 

Now,  the  testimony  will  show,  the  evidence  that  we  have  to  offer  as  follows : 
It  will  go  back  to  the  time  when  the  first  act  providing  for  the  allotment  of 
lands  on  the  Flathead  Reservation  was  enacted  on  April  23,  1904.  That  act 
provided,  it  will  be  recalled,  for  the  allotment  in  severalty  to  Indians  of  the 
tribe  of  lands  in  the  Flathead  Indian  Reservation.  It  provided  for  a  survey  to 
be  made  of  all  the  lands  preceding  this  allotment,  and  provided  for  the  ultimate 
sale  and  disposal  of  the  surplus  unallotted  lands  within  the  reservation. 

But  that  sale  or  disposal  of  lands  did  not  occur  for  some  six  years  after  that. 
That  is  to  say,  for  a  period  from  1904,  when  this  act  was  passed,  until  the 
spring  or  summer  of  1910  there  were  no  white  owners  of  land  upon  this  reserva- 
tion at  all.  There  was  not  an  allotment  or  a  foot  of  land  owned  by  anyone 
other  than  the  tribe  or  the  individual  Indians  through  their  allotments  from 
1904  until  1910,  when  some  sales  of  lands  began. 

In  the  meantime,  and  while  these  surveys  were  going  on,  a  survey  was 
authorized  and  directed  by  the  Department  of  the  Interior  about  the  year  1907. 
Some  provisions  were  made  in  the  original  act  of  1904  for  surveys  and  provisions 
to  be  made  for  irrigation  of  some  of  these  lands,  although  not  on  an  extensive 
scale. 

In  the  year  1907  Mr.  Robert  S.  Stockton,  an  engineer  of  the  Reclamation 
Bureau,  proceeding  under  directions  from  the  Indian  Bureau  and  the  Bureau  of 
Reclamation,  which  were  cooperating  in  the  matter,  went  on  the  Flathead  for 
the  purpose  of  making  a  report  and  a  survey  to  ascertain  the  feasibility  of 
establishing  an  irrigation  project  for  the  irrigation  of  these  Indian  lands. 

He  made  that  survey,  which  was  extensive.  He  had  a  large  force  of  men 
with  him,  and  his  report,  which  we  propose  to  offer  in  evidence  here,  showed 
that  there  were  approximately  135,000  acres  of  these  lands  which  were  worth 
irrigating. 

Of  these  he  reported  that  78,000  acres  could  be  irrigated  by  the  gravity  system 
and  about  57,000  were  irrigable  by  providing  water  power  and  pumping  water 
from  the  Flathead  River  or  the  Flathead  Lake  to  supplement  the  gravity  sys- 
tem. Elaborate  surveys  were  made  of  the  falls  on  the  stream,  pumping-plant 
layouts  were  devised,  and  the  cost  of  pumping  estimated.  All  of  that  I  will 
put  in  evidence  here  in  shape  which  I  think  can  be  comprehended  just  at  a 
glance. 

Now,  after  this  report  had  been  made  to  the  department,  and  on  the  basis  of 
that  report,  Congress  in  the  spring  of  1908  appropriated,  made  the  first  appro- 
priation, for  surveys  and  the  commencement  of  the  work  of  providing  irrigation, 
constructing  this  irrigation  system,  upon  the  Flathead  Indian  Reservation.  The 
provision  was  for  the  completion  of  surveys  and  for  the  starting  of  construction. 

All  this  time,  it  should  be  borne  in  mind,  because  this  fact  has  been  overlooked 
by  a  good  many  who  have  purported  to  give  opinions  on  this  proposal,  that  there 
was  not  a  foot  of  this  land  that  was  owned  by  anyone  other  than  the  tribe  or 
these  Indians,  members  of  the  tribe;  and  the  system  was  established  for  the 
benefit  of  these  Indian  lands. 

Following  that  appropriation  plans  were  made  pursuant  to  the  act  of  Con- 
gress, and  we  shall  put  in  evidence  the  project  history  for  the  first  of  those 
years.     I  am  not  going  to  encumber  the  record  by  going  farther  than  that,-  but 
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only  for  the  year  1909,  when  the  work  began  upon  this  system  and  the  surveys 
were  made 

The  evidence  will  show  that  incorporated  in  the  system,  which  was  then 
established  pursuant  to  the  act  of  Congress,  and  is  part  and  parcel  of  the  irriga- 
tion system  itself,  was  the  development  of  power  at  the  falls  at  what  they 
then  called  the  Pend  d'Oreille  River,  the  Flathead  River.  At  that  time  work 
was  commenced  on  the  Newell  Tunnel.  At  that  time  power-house  sites  were 
cleared  off  and  plans  for  the  construction  of  a  power  house  designed. 

I  might  say  that  the  plans  outlined  by  Mr.  Stockton,  which  are  referred  to  in 
these  later  surveys,  and  upon  which  the  later  surveys  were  somewhat  based, 
called  for  the  construction  of  a  rock-crib  dam  at  about  the  point  of  Big  Rock 
for  the  purpose  of  controlling  lake  elevations,  and  then  the  utilization  of  the 
wate  through  the  Newell  Tunnel  through  a  diversion  dam  at  that  place. 

Now,  at  that  same  time,  the  latter  part  of  1908  and  early  in  1909,  these 
engineers  of  the  Reclamation  Bureau,  who  were  carrying  on  this  work  under 
an  arrangement  with  the  Indian  Bureau,  took  steps  to  see  that  these  lands  at 
the  power  site  would  be  reserved  from  allotment  to  Indians  and  sale  to  entry- 
men  under  the  act  of  1904. 

The  evidence  will  show  that  it  was  these  irrigation  engineers  who  pointed 
out  that  these  sites  were  of  value,  and  asked  that  they  be  reserved  for  the  use 
of  the  irrigation  project;  and  consequently,  on  March  3,  1909,  pursuant  to  the 
request  of  the  department,  Congress  passed  an  act  which  provided  for  the 
reservation  from  disposition,  allotment,  sale,  or  other  disposition  of  the  reser- 
voir sites  and  the  power  sites  in  the  Flathead  Reservation ;  that  is  to  say,  the 
same  act  which  provided  for  the  reservation  of  power-reservoir  sites  in  connec- 
tion with  this  project  provided  for  the  withdrawal  by  the  Secretary  of  the 
Interior  of  the  power  sites. 

Upon  the  passage  of  that  act  the  Secretary  of  the  Interior  did  make  witli- 
drawal  of  the  sites — Lake  McDonald,  which  is  used  as  a  reservoir,  St.  Mary's 
Lake,  and  other  reservoir  sites,  and  of  the  power  sites  that  have  been  discussed 
in  connection  with  this  case. 

He  reported  that  to  Congress,  as  he  was  required  to  do,  and  in  connection  with 
the  supplemental  report  asked  further  legislation  for  specific  use  in  connec- 
tion with  the  Flathead.  He  reported  that  to  Congress — and  the  report  will  i)e 
offered  in  evidence  here — and  these  were  reserved  for  use  in  connection  with 
the  irrigation  project ;  and  the  evidence  will  show,  if  the  commission  please,  in 
this  case,  that  had  it  not  been  for  this  irrigation  project  and  for  the  report 
and  recommendation  of  the  engineers  leading  to  this  legislation  and  the  act  of 
the  Secretary  of  the  Interior  pursuant  thereto  these  power  sites  would  have 
been  in  the  hands  of  individual  allottees  or  would  have  been  disposed  of  by 
other  means. 

At  the  same  time,  and  in  connection  with  the  irrigation  project,  for  the  pur- 
purpose  of  making  sure  that  the  water  rights  were  reserved  for  power  and 
irrigation  on  the  Flathead  River,  the  water  filings  were  made  pursuant  to  tlie 
act  of  the  State  of  Montana  which  permitted  that  to  be  done.  There  is  a 
statute  of  Montana  which  has  been  in  effect  for  a  great  many  years  which 
authorizes  the  United  States  to  make  appropriation  of  water  fiowing  in  the 
streams  of  Montana  by  simply  doing  two  things — filing  the  notice  of  appropria- 
tion and  commencing  work  within  three  years  after  the  filing  has  been  made. 

Our  view,  I  may  say  parenthetically,  is  that  the  United  States,  by  creating 
this  irrigation  project  and  indicating  its  intention  to  irrigate  these  lands  with 
these  waters,  probably  by  virtue  of  the  decision  in  the  Winters  case,  accom- 
plished a  reservation  of  these  waters  for  the  use  of  these  lands  In  the  irriga- 
tion system ;  that  is  to  say,  these  filings  upon  these  waters  in  compliance  with 
the  Montana  statute  may  not  have  been  necessary,  for  by  virtue  of  the  decision 
in  the  Winters  case,  if  the  United  States  indicates  an  intention  to  irrigate 
lands,  particularly  in  connection  with  an  irrigation  Indian  reservation,  that 
intention  is  in  itself  suflBclent  to  constitute  a  reservation  to  the  United  States 
for  the  lands  proposed  to  be  irrigated  of  sufficient  water  for  that  purpose. 

But,  be  that  as  it  may,  these  filings  were  made  and  the  work  commenced 
upon  the  Newell  tunnel.  It  was  practically  completed:  It  was  completed  as 
far  as  it  could  be.  The  upper  end,  of  course,  was  not  opened  into  the  river — 
In  the  last  part  of  the  year  1911. 

For  the  further  purpose  of  making  sure  that  these  water  rights  would  bt 
preserved,  each  three  years  thereafter  the  Department  of  Interior,  through  its. 
project  manager,  has  reflled  upon  these  waters.  The  last  filing  was  in  Decem 
ber,  1927.     So  that  if  all  the  prior  filings  had  been  of  no  effect  or  liad  lapsed 
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for  some  reason,  there  is  now  in  force  the  filing  of  December,  1927,  for  the 
purpose  of  appropriating  the  water  for  the  use  in  connection  with  the  develop- 
ment of  power  and  irrigation  in  connection  with  the  irrigation  project ;  and 
tho  e  water  filings  will  be  offered  in  evidence  here. 

Now,  then,  by  1910  all  these  lands  had  been  allotted  to  the  Indians  in  sev- 
eralty. The  best  of  the  lands  were  allotted  to  the  Indians  individually,  and 
the  surplus  lands  were  put  or  surveyed  into  units,  so-called,  indicating  that 
they  would  be  irrigated  under  this  system. 

All  of  those  lands  until  the  2d  day  of  May,  1910,  and  every  foot  of  those 
lands,  were  Indian  lands  for  w^hich  this  system  was  established.  I  say  that 
because  there  seems  to  have  been  an  idea  that  someone  went  in  there  and 
constructed  an  irrigation  system  for  the  use  of  white  settlers,  which  the  evi- 
dence will  show  was  not  the  case,  because  this  system,  part  and  parcel  of 
which  was  the  pumping  layout  and  pumping  plan,  just  as  much  as  the  reser- 
vations in  Lake  St.  Mary's  and  Lake  McDonald  were  a  part  of  the  system,  was 
established  for  the  benefit  of  the  Indian  lands,  every  bit  of  which  were  owned 
by  the  tribe  or  the  Indians  individually. 

Beginning  on  the  2nd  of  May,  1910,  these  surplus  unallotted  lands  began  to 
be  sold.  The  entrymen  had  to  comply  not  only  with  the  homestead  laws,  but 
they  had  to  pay  the  price  that  had  been  fixed  upon  the  land,  the  appraised 
prices  of  these  lands.  He  paid  that  to  the  Indian  tribe  with  the  understanding, 
because  they  were  called  units  and  designated  as  such,  that  they  were  to  be 
irrigated  under  their  system.  The  evidence  will  show,  therefore,  that  up  td 
the  time  that  these  entrymen  began  to  buy  their  lands  and  to  pay  their  money 
into  the  tribal  funds,  these  waters  in  this  irrigation  system  had  become 
appurtenant  to  this  land. 

Mr.  Dixon.  Right  there,  Mr.  Pope :  The  base  of  sale  price  of  these  excess 
lands  that  were  sold  by  the  department  to  the  white  settlers  was  appraised  by 
a  commission  of  five  men.  two  of  which  were  chosen  by  the  Flathead  Indians, 
two  white  members,  and  the  fifth  man  the  representative  of  the  Department  of 
Interior. 

Mr.  Pope.  I  think  that  is  correct. 

Mr.  Dixon.  The  Indians  sat  on  the  commission  and  helped  to  appraise  the 
land  and  made  the  prices  at  which  they  invited  white  settlers  to  come  and 
buy  their  excess  lands. 

Mr.  Pope.  I  believe  it  is  fair  to  state  that.     I  think  that  is  a  fact. 

The  fact  will  develop  from  these  documents  that  whatever  they  paid,  these 
were  just  surplus,  left-over  tag  ends  of  land,  the  best  of  the  land  having  been 
allotted  to  the  Indians  prior  to  that  time. 

We  shall  show,  therefore,  that  water  rights  were  to  be  acquired  under  this 
system,  and  the  act  of  Congress  so  specified,  by  the  Indian  owners  of  allot- 
ments and  by  those  who  acquired  lands,  the  surplus  lands,  by  purchase  in  the 
manner  I  have  mentioned,  the  act  saying  that  the  locator  upon  surplus  lands 
should  pay.  in  addition  to  the  price  paid  to  the  Indians,  certain  installments 
over  a  period  of  years  for  his  water  rights. 

The  evidence  will  show  that  these  water  rights  became  appurtenant  to  these 
lands.  The  evidence  will  show  that  the  water  rights  comprised  not  a  mere 
scrap  of  paper.  It  was  a  right  to  be  served  by  an  irrigation  system  which  was 
established  and  part  and  parcel  of  which  was  the  pumping  plans  and  the 
development  of  power  at  the  falls  of  the  Flathead. 

In  other  words,  the  evidence  will  show  here  that  the  owners  of  land  under 
this  project,  by  virtue  of  their  water  rights,  which  are  appurtenant  to  their 
lands,  have  just  the  same  interest,  no  more  and  no  less,  in  the  reservoir  system 
as  they  have  in  the  power  development  and  power  sites  on  the  Flathead  River. 
They  are  all  part  and  parcel  of  the  same  system ;  or,  to  put  it  another  way, 
if  the  commission  please,  this  commission  lias  just  as  much  power  and  authority 
to  dispose  of  Lake  McDonald  and  St.  Mary's  Lake  or  any  of  the  other  works 
of  the  project  as  they  have  to  dispose  of  the  rights  on  the  Flathead  power  sites 
without  taking  into  consideration  the  rights  and  making  due  compensation 
for  the  rights  of  the  project  itself.  Of  course,  we  believe  that,  as  we  have 
stated  in  our  petition,  that  the  proposal  of  the  Rocky  Mountain  Power  Co. 
does  in  a  measure  take  care  of  that  situation. 

The  evidence  will  show  that  from  1910  on,  particularly  after  the  war  began, 
the  appropriations  from  Congress  were  rather  meager.  But  there  never  was  a 
time  and  there  never  has  been  a  time  when  the  plans  have  been  altered  in 
any  respect  with  respect  to  the  development  of  power  in  connection  with  the 
irrigation  project.    Every  year  this  was  reported,  these  facts  that  I  mentioned, 
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were  reported  to  Congress.  We  shall  otfer  in  evidence  the  official  reports 
reporting  to  Congess  the  system  and  how  it  was  estahlislied. 

In  1914,  on  January  or  thereahouts,  Congress  specifically  asked  for  a  report; 
and  the  report  made  in  December,  1914,  we  will  offer  in  evidence,  sliowing  that 
report  was  made  to  Congress  that  Certain  of  these  divisions  were  designed  for 
use  of  water  pumped  from  the  river  with  this  power. 

Now,  in  1926,  1  don't  know,  that  it  is  nec;>s.sary  to  mention  this  legislation,  it 
was  then  in  1926,  in  May,  1926,  that  Congress  made  a  specific  provision  for 
the  completion  of  this  small  power  development,  so-called,  the  completion  of 
the  Newell  tunnel,  and  the  building  of  the  power  plant. 

The  plant  at  that  time  involved  a  further  feature.  Up  to  1926  the  construc- 
tion of  what  is  called  the  Camas  division  had  proceeded  to  a  point  where  it  was 
apparent  that  the  final  completion  of  the  project  on  the  Camas  division  would 
run  somewhere  around  $125  an  acre.  That  is  something  like  $660,000  esti- 
mated cost  there  in  excess  of  the  cost  en  the  other  division,  if  calcularcd  on 
the  same  basis  as  the  cost  of  the  other  portions  of  the  project  was  calculated. 
In  other  words,  assuming  that  it  was  going  to  cost  about  $65  an  acre  finally  for 
the  completion  of  the  project  for  the  Mission  Valley  division,  it  was  apparent 
that  it  would  cost  about  $125  an  acre  to  complete  the  Camas  portion  of  the 
project. 

For  the  purpose  of  taking  care  of  those  excess  costs  on  the  Camas  division, 
and  thus  providing  a  revenue  for  the  irrigation  project,  it  was  provided  that 
this  plant  should  be  so  equipped,  and  it  was  contemplated  in  the  act  that  power 
could  be  sold  upon  the  project  and  elsewhere,  and  the  proceeds  from  the  sale 
used  for  payment  of  the  excess  cost  on  the  Camas  division,  after  liquidating 
the  cost  of  construction  of  the  plant,  and  any  surplus,  if  any  arose,  could  be 
used  afterwards  to  pay  the  other  cost  of  the  irrigation  project. 

It  was  following  that  or  in  e(  nnection  with  that  legislntion  that  it  was 
required  that  irrigation  districts  be  organized.  These  irrigation  districts  are 
organized  for  the  purpose  of  contracting  with  the  United!  States  for  the  repay- 
ment of  all  the  construction  costs  upon  the  project,  either  past  or  future.  Those 
districts  were  organized. 

Then  came  the  proposal  of  the  Rocky  Mountain  Power  Co.  to  substitute  for 
the  benefit  of  the  project,  and  in  lieu  cf  the  benefit  that  might  be  derived  from 
the  construction  of  the  small  power  plant,  a  propostil  so  that  this  15,000  horse- 
power would  be  made  available  to  the  United  States  for  the  use  of  this  irriga- 
tion project :  and  in  connection  with  that  an  express  agreement  that  water 
might  be  pumped  from  the  river  or  from  the  lake,  with  certain  other  advantages 
and  benefits  not  necessary  to  go  into  now. 

Based  upon  that  proposal  the  legislation  under  which  this  commission  is  now 
proceeding  was  enacted,  and  in  which  there  is  a  certain  finding  or  determina- 
tion by  Congress,  which  is  of  some  significance  here.  Under  this  act,  it  will 
be  remembered,  the  Federal  Power  Commissicni  is  authorized  in  accordance 
with  the  Federal  power  act,  and  upon  terms  sntisfactory  to  the  Secretary  of  the 
Interior,  to  issue  a  permit  or'  permits  or  a  license  or  licenses  for  the  development 
of  and  for  the  use  of  sites  and  for  the  use  of  water  rights  reserved  or  appro- 
priated for  the  irrigation  project.  We  expect  to  show  that  that  is  our  position; 
that  by  that  Congress  confirmed  and  acknowledged  that  the  wat(>r  rights  are 
in  the  irrigation  project. 

T^e  evidence  will  show,  furthemiore,  that  pursuant  to  the  :u-\<  of  Cungress 
that  I  have  mentioned,  this  irrigation  district,  with  the  others,  has  mteiod  into 
a  repayment  contract  with  the  United  States,  undc  r  which  the  United  States 
has  agreed  to  complete  within  the  limits  of  the  appropriations  made  by  Congress, 
of  course,  hns  agreed  to  complete  as  p'lrt  of  the  works  a  pumping  system  and 
a  power-distributing  system  on  this  project;  and  in  which  repayment  ci>ntract 
it  is  provided  that  the  proceeds  derived,  the  profits,  if  any,  from  the  sale 
of  power  shall  he  used  for  the  purpose  of  liquidating  these  excess  costs  on  the 
Camas  division  and  elsewhere. 

So,  this  repayment  contract  now  exists  with  the  people  whom  I  represent, 
whereby  the  Ignited  States  undertakes  to  complete  the  pumping  system  and 
the  distributing  system.  The  appropriations  are  now  made  and  are  being  kopr 
available  by  the  last  act  of  Congress  so  that  our  distributing  syst(^m  and  trans- 
mission lines — money  for  that  is  made  aviiilable  as  soon  as  the  license  is 
issued  by  this  commission  for  the  development  of  power  upon  the  river. 

Now,  so  much,  then,  for  the  rights  and  interests  of  the  project. 

The  evidence  will  show  not  only  that  the  irrigjition  project,  as  such,  is  the 
owner  of  these  power  sites  as  part  and  parcel  of  this  irrigation  system,  and  of 
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the  water  rights  upon  the  stream,  but  we  propose  to  show  also  that  it  is  neces- 
sary, it  is  an  essential  requirement  for  the  adequate  completion  of  this  system, 
that  this  power  resource  be  made  available.  Some  testimony  along  that  line 
has  been  introduced  already. 

Now,  then,  we  propose  to  suggest  this  by  just  a  bit  of  testimony :  The  Indians 
upon  this  reservation  and  wiio  live  there  we  shall  show  are  our  neighbors. 
With  the  exception  of  a  few  of  them,  the  great  majority  are  persons  of  con- 
siderable white  blood.  Those  full  bloods  are  largely  these  trust  patents, 
persons  holding  these  trust-patent  Indian  lands,  which  are  part  of  this  projec^^. 
But  the  great  majority  of  them  are  persons  not  to  be  distinguished  except, 
perhaps,  by  a  little  darker  tinge  of  the  skin,  from  their  neighbors  living  along- 
side of  them. 

We  shall  show  that  this  is  fundamentally  an  agricultural  district.  In  spite 
of  suggestions  that  have  been  made,  we  shall  show  that  ultimately,  if  we  can 
complete  our  project  according  to  plans,  this  will  be  as  successful  an  irrigation 
project  and  as  successful  an  agricultural  community  as  can  be  found  in  that 
section. 

But  without  the  completion  of  this  system,  if  it  should  fail  for  any  reason, 
and  these  farmers  be  driven  off,  who  are  the  backbone  of  the  country,  the 
result  is  going  to  be,  as  we  shall  show,  this:  Whether  you  assume  a  hundred 
thousand  horsepower  from  this  development,  or  some  other  figure,  and  whether 
.you  assume  a  dollar  or  two  dollars  per  horsepower  to  be  paid  to  the  Indians 
for  the  use  of  these  lands,  no  matter  what  the  fiigure  may  be,  with  2,500  to 
.2,800  members  of  the  tribe,  dividing  among  that  group  $100,000,  or  $112,500,  or 
any  other  figure,  it  would  make  $40  apiece  in  the  one  case,  if  there  are  as  few 
as  2,500 — I  think  there  are  more  than  that — and  $45  in  the  other  case  apiece  a 
year ;  or,  if  you  double  the  figure,  $80  apiece  a  year. 

We,  as  representatives  of  the  farmers  there,  w^ould  be  glad  if  the  Indians 
■could  get  out  of  this  site  enough  to  live  without  having  to  work.  We  wish 
they  could.  But  we  shall  show  that  it  is  impossible  to  hope  that  that  will  be 
accomplished  here.  We  think  the  evidence  will  show  that  every  one  of  these 
Indians  upon  this  reservation,  whether  he  be  an  owner  of  land  or  not,  being 
obliged  to  seek  employment,  as  they  do  seek  employment — we  shall  show  that 
some  are  farmers,  some  work  as  farm  hands,  some  work  in  garages,  and  some 
work  elsewhere,  seeking  employment  there — that  the  Indians  would  have  the 
same  interest  in  the  development  and  preservation  of  this  irrigation  project 
and  the  development  of  a  successful  agricultural  community,  that  they  would  be 
benefited  more  by  that  if  they  have  to  seek  employment,  have  to  get  employ- 
ment somewhere  to  supplement  what  they  get  from  the  power  site,  then  any 
slight  difference  that  would  be  made  if  we  were  ruled  out  of  the  picture  alto- 
gether. 

So  that  we  say  that  on  that  point  our  evidence  will  be  devoted  to  show  first, 
that  the  tribe  has  a  project,  and  the  United  States  as  trustee  for  the  tribe,  is 
the  owner  of  the  first  right  to  develop  that  site,  which  is  part  and  parcel  of  the 
project,  which  is  a  part  and  parcel  of  the  water  rights,  which  are  appurtenant 
to  these  lands;  and,  in  the  second  place,  that  airsoxmd  principles  of  conserva- 
tion indicate  the  recognition  of  the  rights  of  these  owners  of  land  within  the 
irrigation  project. 

I  will  call  Mr.  Hanna. 

Mr.  ScATTERGOOD.  Mr.  Chairman,  before  this  witness  starts  I  might  say 
that  Mr.  King  has  found  in  his  records  in  the  accounting  department  of  the 
^Federal  Power  Commission  data  which  he  has  prepared  from  the  Montana 
Power  Co.'s  reports  for  the  years  1924,  1925,  and  1926.  These  figures,  I  think, 
will  serve  the  purpose  that  I  had  in  mind  without  getting  later  years,  because 
they  all  bear  a  resemblance.  As  far  as  I  am  concerned,  if  the  applicant,  the 
Hocky  Mountain  Power  Co.,  is  willing  that  we  should  utilize  these  figures,  it 
would  be  sufl5cient  for  my  purpose,  and  will  make  it  unnecessary  for  them  to 
ask  their  witness  to  trouble  himself  to  come  from  New  York. 

Mr,  Dixon.  Have  you  shown  the  figures  to  them? 

Mr.  ScATTEEGOOD.  I  showed  them  to  Mr.  Kerr. 

Mr.  Kelly.  May  I  have  a  copy  of  them,  so  I  can  look  them  over,  Mr. 
Scattergood  ? 

Mr.  ScATTERGOOD.  I  havcu't  any  copy  except  this  copy,  and  I  wanted  to  study 
it  a  little  myself.     But  you  can  have  it  now  and  let  us  know  a  little  bit  later. 

Mr.  Kelly.  Was  this  all,  this  p^ge? 

Mr.  SCATTERGOOD.  I  Understand  that  Mr.  King  has  prepared  this  himself  from 
the  records  from  the  Montana  Power  Co.  itself.     Isn't  that  so,  Mr.  King? 
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Mr.  Kelly.  I  was  going  to  ask  if  we  might  have  this  copied. 

Mr.  Ely.  Yes.     We  will  get  it  copied  right  now.     You  may  have  it  copied. 

Mr.  ScATTERGOOD.  That  would  be  tine. 

Mr.  Kelly.  Then  you  can  study  it  this  evening  and  we  can  study  it  this 
evening.  Perhaps  in  the  morning  we  can  agree  that  it  is  sufficient  for  our 
purpose. 

Mr.  ScATTERGOOD.  That  will  be  fine.  If  it  is  not  sufficient,  we  ought  to  know 
it  so  that  your  man  can  come. 

Mr.  Kelly.  Is  it  just  this  page,  Mr.  Scattergood? 

Mr.  King.  Let  me  explain  how  that  was  prepared,  if  you  will. 

As  I  recall,  we  had  in  the  commission's  files  copies  of  annual  reports  of  the 
Montana  Power  Co.  and  its  subsidiaries  to  the  Montana  State  Public  Utilities 
Commission  for  1923,  1924,  1925,  1926,  and  1927.  For  some  reason,  as  explained 
in  the  memorandum  accompanying  that  statement  which  has  just  been  referred 
to,  the  data  for  the  years  1923  and  1927  were  not  complete.  The  company  also 
was  requested  to  furnish  to  the  commission  certain  statements  with  respect  to 
its  fixed  capital,  its  operating  expenses,  taxes,  and  interest,  which  was  furnished 
in  accordance  with  the  request. 

Mr.  Kelly.  To  the  State  commission  or  to  this  commission? 

Mr.  King.  To  the  Federal  Power  Commission. 

From  the  annual  reports  to  the  State  commission  and  from  data  contained 
in  the  statements  furnished  to  the  Federal  Power  Commission  by  the  Montana 
Power  Co.  the  statement  referred  to  was  prepared. 

Mr.  DixoN.  Mr.  Ely  suggests  that  this  special  page  be  offered  in  the  record 
for  identification. 

Mr.  Ely.  I  suggest  that  it  be  marked  for  identification  regardless  of  whether 
it  is  used  later  or  not,  in  order  that  Mr.  King's  statement  may  be  identified 
with  it. 

Mr.  King.  The  memorandum  just  referred  to  is  dated  March  28,  1924,  and  is 
designated  as  "  E.  P.-5-Montana,  Rocky  Mountain  Power  Co."  The  statements 
referred  to  which  were  furnished  by  the  Montana  Power  Co.  are  in  the  Federal 
Power  Commission's  correspondence  file  for  project  No.  5,  Montana,  No.  3, 
covering  the  period  September  2,  1927,  to  December  4,  1928 ;  and  are  stamped 
as  having  been  received  March  27,  1928. 

Mr.  Dixon.  You  may  proceed,  Mr.  Pope; 

Mr.  Pope.  I  would  like  to  have  this  marked  for  identification  [handing  a 
pamphlet  to  Mr.  Dixon]. 

Mr.  Bonner.  Do  you  want  to  suggest  a  title  for  that,  Mr.  Pope  ? 

Mr.  Pope.  Call  it  the  Stockton  report. 

Mr.  Bonner.  Of  what  date? 

Mr.  Pope.  November  12,  1907. 

Mr.  Bonner.  That  will  be  marked  "  Flathead  irrigation  district  Exhibit  No.  1.*" 

Whereupon, 

W.  S.  Hanna  was  called  as  a  witness  on  behalf  of  the  Flathead  irrigation 
district  and  having  been  previously  duly  sworn,  was  examined  and  testified  a>- 
follows : 

Direct  examination  by  Mr.  Pope  : 

Question.  Calling  your  attention  to  Flathead  irrigation  district  Exhibit  No.  1, 
Mr.  Hanna,  I  will  ask  you  to  state  what  that  is. 

Answer.  That  is  a  copy  of  the  Stockton  report.  It  was  taken  from  the  project 
files  at  St.  Ignatius. 

Question.  This  exhibit  is  a  part  of  the  St.  Ignatius  project  files  itself,  i.*  it? 

Answer.  Yes. 

Mr.  Pope.  Now,  we  offer  in  evidence  from  that  pai>or  which  bns  been  ni.nkod 
and  identified  as  Exhibit  No.  1,  the  following  pjnis;  Let  hi  of  i  riii-^miii.il. 
paragraph  1  on  page  1,  pages  11  to  17,  and  pages  23  t<>  iT.. 

Mr.  Bonner.  Is  that  what  yon  rrW^v  \n  ns  -.lu  r\liil»it.  lu.i   flic  cniirc  i-cpori? 

Mr.  Pope.  I  think  so,  yes;  .-ilihoimh  the  rules  ;ii-e  nci   <"iilircly  clcji!-  on  ilini. 

Mr.  BoNNEE.  Mr.  Henshaw  suggests  that  the  cntii-c  report  u<>  into  the  rceoi-d. 

Mr.  Pope.  I  assume  that  theentire  exhibit  should  he  nv.-iihihlc  liere  so  tiiMi 
anyone  may  offer  other  parts  if  they  so  desire. 

Now,  I  am  not  going  to  read  this  at  length  into  the  record.  I)ut  I  slmll  ns-mne 
that  there  are  enough  copies  of  it  here  so  that  the  commission  caii  I'olhnv  ine 
if  I  <;ill  attention  to  portions  of  this. 

Ml.  (iuoRUD.  Has  that  been  put  in  the  record? 

Mr.  Pope.  It  has  been  offered. 
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Mr.  Grorud.  We  object  to  its  being  offered,  as  not  being  material  to  the 
issue  liere. 

Mr.  Dixon.  For  wbat  reason? 

Mr.  Grorud.  This  concerns  an  Indian  irrigation  district  and  has  nothing  to 
do  with  the  power  development. 

Mr.  Dixon.  Well,  the  whole  thing  is  interlocked,  the  power  and  the  irrigation 
district. 

Mr.  Grorud.  That  is  not  our  contention  at  all.  The  power  sites  and  the  lands 
reserved  for  the  power  sites  belong  to  the  Indians. 

Mr.  Dixon.  In  view  of  these  statements  lie  offers  it  as  part  and  parcel  of 
the  whole  thing. 

Mr.  Grorud.  For  the  record  we  will  object. 

Mr.  Dixon.  The  objection  will  be  overruled. 

Mr.  Pope.  I  will  say  that  this  exhibit  I  have  marked  with  pen  and  ink  on 
the  foot  of  the  pages  just  for  the  purpose  of  calling  attention  to  certain  parts. 
Those  are  not  the  pages  of  the  original  record.  You  will  notice  page  numbers 
at  the  bottom  of  each  page. 

Now,  I  call  attention  first  of  all  to  page  2,  so  numbered.  I  will  just  read  that. 
[Reading:]  ''A  general  investigation  and  reconnaissance  has  been  made  of  the 
power  and  irrigation  development  that  may  be  made  on  the  Flathead  Indian 
Reservation.  This  shows  that  in  general  78,000  acres  can  be  irrigated  by 
gravity  and  57,000  acres  by  pumping  schemes;  that  the  water  power  of  the 
Pend  d'Oreille  would  amount  to  180.000  horsepower,  of  which  21,000  horsepower 
might  be  used  for  irrigation  pumping,  besides  which  there  is  a  large  power 
development  possible  on  the  different  small  streams  used  for  irrigation,  aggre- 
gating perhaps  100,000  horsepower." 

Now,  just  scanning  over  the  other  pages,  the  commission  will  note  that  the 
page  marked  "  3  "  in  this  exhibit  has  to  do  entirely  with  investigations  upon 
this  river  and  with  water  power,  and  the  lake  elevations  are  given  on  a  table 
shown  there  on  that  page.     I  am  not  going  to  read  those  parts. 

Turning  to  the  page  marked  '•  4  " 

Mr.  Bonner.  Incidentally,  in  connection  witb  the  elevations,  Mr.  Pope.  I 
imagine  that  it  should  be  stated  that  they  refer  to  a  different  datum  than 
the  elevations  discussed  previously  in  the  testimony. 

Mr.  Pope.  Yes.  It  would  be  well  to  have  that  noted.  I  think  everyone 
understands  that  the  basis  of  measuring  elevations  now  is  different  from  what 
it  was  at  that  time.     I  am  not  able  to  state  how  much. 

Mr.  Bonner.  There  is  a  lot  of  confusion  in  the  elevation  datum  around 
Flathead  Lake.  Perhaps  it  would  be  a  proper  time  to  have  it  recorded  in 
the  record  now  what  datum  has  been  used  for  the  discussion  in  this  hearing. 

Mr.  Henshaw.  There  should  be  added  to  the  elevations  given  on  this  page 
11.14  feet,  referring  to  the  datum  now  used. 

Mr.  Bonner.  Can  you  state,  Mr.  Henshaw,  what  that  datum  used  is? 

Mr.  Henshaw.  That  is  now  being  used? 

Mr.  Bonner.  Yes ;  is  it  the  stamped  elevation  or  is  it  based  upon  the  mark 
of  the  place? 

Mr.  Henshaw.  The  stamped  elevation  that  is  given  here  is  based  upon  the 
surveys  made  by  the  Great  Northern  Railway.  There  had  not  at  the  time 
this  report  was  made  been  a  transcontinental  primary  level  line.  The  elevations 
that  are  used  at  present  are  based  on  a  transcontinental  precise  level  line 
along  the  Northern  Pacific  Railway  or  United  States  Coast  and  Geodetic 
surveys  made  within  the  last  ten  j-ears ;  and  the  elevation  on  this  bench  mark 
referred  to  on  U.  S.  C.  and  G.  S.  at  Poison  is  now  accepted  as  2,919.14  feet. 

Mr.  Pope.  I  might  say  that  these  are  not  offered  for  the  purpose  of  proving 
the  various  levels,  but  for  the  purpose  of  showing  that  the  original  surveys 
of  the  Flathead  irrigation  project  covered  the  development  of  power  on  the 
Flathead  River. 

Turning  now  to  the  page  marked  "  4,"  the  bottom  paragraph,  beginning  just 
above  the  center  of  the  page,  I  will  read  there.     [Reading:] 

"  The  plan  suggested  for  this  development  includes  three  dams,  the  first 
being  at  Big  Rock,  2  miles  from  Poison  and  Flathead  Lake.  This  dam  would 
be  for  lake  control  and  for  pumping  for  irrigation  in  the  upper  Mission  Valley. 
A  dam  and  power  plant  at  the  lower  end  of  the  rapids  would  be  available  for 
pumping  to  the  lower  valley  lying  west  of  the  range  of  low, hills  running  about 
north  and  south  through  the  Mission  Valley.  The  rest  of  the  power  can  be 
best  developed  by  a  big  dam  at  the  lower  end  of  Rocky  Canyon." 
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Now,  turning  to  the  page  marked  "  5  "  at  the  foot,  you  see  there  that  there 
begins  a  discussion  of  what  is  headed  "  Upper  Pend  d'Oreille  pumping  system  " ; 
and  that,  as  we  turn  the  page,  is  shown  to  be  worked  out  in  some  detail. 

Then,  at  tlie  top  of  the  page  which  is  numbered  "  8  "  at  the  foot,  is  "  Big: 
Rock  Weir  and  Power  Plant." 

Scanning  through  that,  it  will  be  noted  that  a  layout  for  the  pumping  plant 
is  suggested.  At  the  bottom  of  the  page  some  reference  is  made  to  a  develop- 
ment of  about  20,000  horsepower. 

Now,  turning  over  to  page  10,  it  will  be  noticed  that  discussion  of  the 
lower  Pend  d'Oreille  pumping  system 

Mr.  Dixon.  "  Pend  d'Oreille  "  was  the  old  Indian  name  for  the  present  Flat-^ 
head  River,  so  that  we  won't  get  it  confused. 

Mr.  Pope.  I  will  read  the  statement  made  there  at  the  end  of  the  first 
paragraph.     [Reading:] 

"  No  reservoir  site  is  available,  so  the  water  will  be  pumped  directly  to  the- 
'  D '  line  canal  system,  covering  15,000  acres  net  out  of  21,225  acres  covered." 

I  would  like  to  have  this,  which  is  designated  "  Project  history  for  the  year 
1909,"  and  which  is  dated  March  1,  1910,  covering  the  Flathead  irrigation 
project,  I  would  like  to  have  that  designated  No.  2  Exhibit  of  the  Flathead 
irrigation  district. 

Mr.  Bonner.  It  will  be  so  marked. 

Mr.  Pope.  And  we  offer  in  evidence  from  that  the  following  pages,  this  being 
a  certified  copy  of  the  original  in  the  office  of  the  Bureau  of  Indian  Affairs: 
Pages  13  to  19,  page  21,  the  last  paragraph  on  page  26,  pages  31  to  36,  page  38,. 
and  pages  48  to  52. 

Mr.  Bonner.  Excuse  me,  Mr.  Pope.  Did  you  say  that  that  is  an  original. 
copy  belonging  to  the  files? 

Mr.  Pope.  No.     This  is  a  certified  copy. 

Mr.  Bonner.  This  is  to  be  filed  with  the  power  commission,  is  it? 

Mr.  Pope.  Yes.  I  am  going  to  leave  here  the  whole  document,  but  there  are 
only  certain  pages  of  it  which  I  want  to  offer.  The  commission's  rules  provide- 
that  in  a  lengthy  document  of  that  kind  certain  pages  may  be  offered  from  the 
original.    That  is  what  I  want  to  do. 

Mr.  Bonner.  You  didn't  borrow  that  from  the  Indian  Office  files  and  have^ 
to  return  it  to  them? 

Mr.  Pope.  No.  That  is  to  be  left  here  permanently.  I  have  not  borrowed  it^ 
You  may  keep  that. 

Mr.  Grorud.  May  it  be  understood  that  we  object  to  all  this  line  of  testimony  t 

Mr.  Dixon.  It  may  be  so  understood.     The  objection  is  overruled. 

Mr.  Pope.  I  want  to  call  the  commission's  attention  to  certain  portions  of 
this  exhibit. 

Mr.  Bonner.  Is  this  Exhibit  No.  3,  Mr.  Pope? 

Mr.  Pope.  No.     That  is  Exhibit  No.  2. 

Mr.  Bonner.  Well,  the  entire  report  has  been  marked  "  Exhibit  No.  2." 

Mr.  Pope.  I  am  not  offering  it  all ;  I  am  offering  the  pages  that  I  have  men- 
tioned from  the  book  marked  "  Exhibit  No.  2."  I  offer  those  pages.  The  com- 
mission's rules  cover  this,  but  I  don't  know  how  you  mark  them. 

Mr.  Brown.  Call  that  an  extract  from  Exhibit  No.  2. 

Mr.  Pope.  Calling  attention,  then,  to  this  extract  from  Exhibit  No.  2.  if  the- 
commission  please,  I  will  read  the  following: 

Looking  at  the  bottom  of  what  is  marked  page  1  here,  you  will  note  the 
statement,  "  On  July  8,  1907,  a  party  was  organized  to  make  surveys  and  inves- 
tigate the  possibilities  of  irrigation  of  the  Flathead  Resei-vation.  Work  was 
begun  at  Ravalli,  Mont.,  July  20,  1907,  and  during  the  remainder  of  the  field 
season  surveys  were  made  which  demonstrated  the  existence  of  at  least  135,000 
acres  that  were  worth  irrigating,  and  it  was  estimated  that  gravity  water 
supply  could  be  obtained  for  78,000  acres  and  that  57,000  acres  could  be  well 
supplied  by  pumping  water  from  the  Flathead  River  by  water  power." 

That  alludes  there,  it  will  be  noted,  to  the  Stockton  report  at  the  bottom 
of  page  2  [reading] :  "A  detailed  report  was  made  of  the  work  done  this  season 
by  Mr.  R.  S.  Stockton,  project  engineer,  and  estimate  presented  for  irrigating 
57,000  acres  by  two  pumping  plants  on  Flathead  River  at  a  cost  of  $2,500,000, 
53,0(;0  acres  in  the  Mission  Valley  by  gravity  canals,"  and  so  forth. 

Then  in  the  second  rwragraph  appears  the  following: 

"  Reference  is  made  to  Mr.  Stockton's  report  of  November  12,  1907,  for  details 
which  are  there  presented  in  full,  together  with  maps  and  tabulation  of  flguren 
(;btained." 
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In  the  paragraph  following : 

•'  Following  the  favorable  report  of  Mr.  Stockton  in  1907  Congress  appro- 
priated $50,000  by  act  approved  April  30,  1908,  for  surveys  and  beginning 
construction  work." 

On  page  marked  "  4,"  about  8  or  10  lines  from  the  top  of  the  page,  beginning 
after  that  row  of  figures,  I  will  read  as  follows : 

"A  line  was  run  on  each  side  of  the  Flathead  River  to  define  lands  that 
might  be  overflowed  by  the  development  of  all  the  power  available  from  that 
stream.  The  river  was  known  to  fall  240  feet  in  the  first  6  miles,  but  beyond 
this  nothinii  had  been  surveyed.  There  is  a  total  fall  of  over  400  feet  w^ithin 
the  reservation,  and  after  running  lines  down  the  valley,  sites  were  chosen  for 
dams,  and  the  lands  that  would  be  flooded  by  their  construction  were  listed  and 
their  withdrawal  for  power  purposes  asked  in  addition  to  those  lands  that 
had  already  been  so  reserved  by  the  Secretary  near  the  outlet  of  Flathead 
Lake.  Drawing  525  shows  the  fall  and  indicates  the  approximate  location  of 
dams,  and  drawing  510  shows  the  lands  reserved." 

On  the  next  page,  page  5,  the  last  six  lines  in  that  page : 

"  There  also  remained  unsecured  several  relinquishments  for  land  along  the 
Flathead  River  which  will  be  overflowed  by  the  power  dams  to  be  built  there. 
In  some  few  cases  the  allottees  have  begun  improving  their  allotments ;  and  to 
remunerate  them  for  the  loss  of  this  a  board  of  appraisal  was  convened  in 
September,  1909,  consisting  of  Superintendent  Fred  C.  Morgan,"  and  so  forth. 
On  the  page  marked  "  8  "  are  listed  the  project  reservoirs.  At  the  end  of 
that  list :  "  The  above  is  an  approximate  total  storage  for  irrigation  together 
with  contents  of  necessary  dams.  The  water  stored  in  Flathead  Lake  will  be 
used  mainly  for  power  and  there  is  listed  as  part  of  the  project  reservoirs 
of  Flathead  Lake  and  the  Newell  Dam  with  its  size  and  quantities." 

Mr.  Ely.  Are  the  dam  sites  and  the  project  sites  under  this  report  about 
what  they  are  under  the  present  plant? 

Mr.  Dixon.  Mr.  Henshaw  just  remarked  that  they  were. 
Mr.  Pope.  Yes. 
The  next  page,  page  9 : 

*'  With  a  view  of  getting  topography  later  of  the  region  that  might  be 
flooded  by  extensive  development  of  storage  in  Flathead  Lake,  levels  were  run 
during  the  winter  1908-9  through  the  region  at  the  head  of  the  lake  covering 
all  that  might  possibly  be  affected.  These  levels  were  run  on  section  and  sub- 
division lines  and  elevations  at  land  corners  secured.  Map  No.  119  shows  the 
results." 

The  next  page,  marked  "  10,"  seven  or  eight  lines  from  the  top  of  the  page. 
This  is  on  the  Pablo  division : 

"  The  pumps  at  Poison  plant  are  also  to  assist  in  filling  this  reservoir  as 
found  necessary." 

The  last  four  lines  on  that  page  : 

"  Should  a  few  years'  experience  show  that  the  average  run-off  is  not 
sufficient  for  the  growing  demands  of  the  reservoir  stored  water  from  the 
creeks,  additional  pumps  may  be  installed  at  the  Newell  power  plant,  and 
pumping  by  direct'  connected  wheels  and  pumps  reach  the  reservoir  by  means 
of  a  canal  located  along  the  south  face  of  the  hills  about  on  contour  3,200, 
with  a  second  pump  to  raise  water  a  few  feet  over  the  ridge  into  the  south 
side  of  the  Pablo  Reservoir." 

The  bottom  of  page  11,  marked  "  Poison  division  "  : 

••'  This  division  was  designed  primarily  as  a  pumping  proposition,  and  canals 
have   been   located    and   construction    started   to   cover   about   2.200   acres  by 
water  pumped  directly  to  the  canals  by  a  pumping  station  at  the  Big  Rock 
Rapids  one  and  a  fourth  miles  from  Poison." 
Four  lines  further  on : 

"  The  canals  are  laid  out  with  regard  to  the  economical  construction  and 
operation  of  pumps  as  will  be  described  later." 
Page  14,  top  of  page : 

"  The  general  plan  for  utilizing  the  horsepower  has  been  tentatively  adopted 
as  follows :  At  a  point  where  the  river  has  its  most  rapid  fall,  known  as  Rocky 
Canyon,  and  now  as  Newell  dam  site,  the  river  running  northwest  1,400  feet, 
thence  southwest  1,400  feet,  has  a  fall  of  55  feet  in  this  distance.  The  first 
stretch  has  the  most  of  the  fall,  and  the  stream  runs  in  a  solid  rock  sluiceway. 
A  tunnel  from  the  upper  to  the  lower  point  mentioned  will  enable  the  fall  to  be 
used,  and  with  a  small  diverting  dam  about  69  feet  head  may  be  had.  A  tunnel 
has  been  laid  out  and  construction  started  here,  boring  a  hole  about  11  feet  by 
11  feet." 
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Then  the  end  of  that  paragraph : 

"  Plans  for  the  power  plant  have  not  yet  been  perfected,  but  it  is  expected  to 
put  in  enough  machinery  now  to  operate  the  dams  at  Poison  and  to  extend  the 
works  as  needed.  A  transmission  line  to  the  pumping  station  will  be  about 
2%  miles  long. 

"  Drawing  525  shows  the  profile  of  Flathead  Lake  through  the  reservoir  and 
the  proposal  for  proposed  dams  and  power  drops  available  at  the  final  location ; 
and  plans  for  those  have  not  been  made,  but  lands  have  been  asked  withheld 
from  settlement  along  the  river  that  no  prior  claimant  may  be  in  the  way  when 
the  time  comes  for  development." 

Then  the  next  page,  16,  shows  a  reference  to  the  water  appropriations  which 
were  filed  and  submitted  in  the  name  of  H.  N.  Savage,  supervising  engineer. 

Page  17  describes  the  construction  of  the  Poison  unit  and  states  that  "  Con- 
struction on  the  Poison  unit  has  consisted  of  two  parts,  the  canal  system  which 
was  begun  to  cover  lands  on  the  lake  shore  in  Poison,  and  the  power  development 
needed  to  pump  water  for  the  canals  and  other  purposes." 

At  the  bottom  of  page  17  is  a  description  of  the  power  and  pumping  plant. 

The  middle  of  page  18,  a  description  of  pumps  and  plans  for  the  same. 

On  page  19,  near  the  top  of  the  page,  are  references  to  the  construction  of  the 
tunnel  being  constructed  through  the  point  to  where  the  river  flows.  An 
allusion  is  made  to  the  plans  for  the  use  of  the  tunnel.  The  rest  of  the  pages 
further  describe  the  same  matter. 

Now  we  offer  in  evidence  certified  copies  as  follows.  I  will  designate  this, 
Mr.  Bonner,  as  Exhibit  No.  3,  map  of  Poison  division.  This  is  a  map  of  the 
Flathead  irrigation  project,  one  of  the  maps  covering  the  Poison  division,  I 
have  only  one  copy  of  this,  Mr.  Grorud.  That  shows  the  location  of  the  Newell 
Tunnel  and  the  plans  for  the  construction  of  power  house  and  pumping  plant 
and  layout.     It  generally  shows  the  Poison  division. 

(The  map  referred  to  was  received  in  evidence  and  marked  *' Exhibit  No.  3" 
of  the  Flathead  irrigation  district.) 

The  next  is  a  map,  which  I  will  designate  Exhibit  No.  4,  map  of  Flathead 
irrigation  project,  showing  the  Newell  Tunnel  profile  section  and  plan. 

(The  map  referred  to  was  received  in  evidence  and  marked  "Exhibit  No.  4" 
of  the  Flathead  irrigation  district.) 

The  next,  offered  Exhibit  No.  5,  map  of  the  Flathead  irrigation  project 
profiles  of  pipe  lines  from  Poison  pumping  station. 

(The  map  referred  to  was  received  in  evidence  and  marked  "  Exhibit  No.  5  " 
of  the  Flathead  irrigation  district.) 

The  next,  Exhibit  No.  6,  is  a  map  of  the  Flathead  irrigation  project  showing 
the  profile  of  the  Flathead  River.  This  might  be  of  interest  to  Mr.  Scatter- 
good.  This  shows  the  profile  of  the  river.  This  is  a  part  of  the  irrigation 
project  plans  and  shows  the  rapidity  with  which  the  stream  falls  in  the  irri- 
gation district. 

Mr.  BoNNEE.  Can  you  identify  the  exhibit  a  little  further? 

Mr.  Pope.  Do  you  want  the  scale  or  the 

Mr.  Bonner.  I  just  wondered  what  section  the  river  covered.  You  said 
the  profile  of  Flathead  River.  Is  it  from  the  lake  to  a  point  in  the  vicinity 
of  Dixon? 

Mr.  Pope.  Yes.  The  lower  point  is  the  under  center  of  the  bridge  of  the 
Northern  Pacific  Railroad  Co.  on  the  main  line.  That  is  near  Dixon.  The 
other  is  the  natural  low  water  line  at  the  foot  of  the  lake. 

(The  map  referred  to  was  received  in  evidence  and  marked  '*  Exhibit  No. 
6  "  of  the  Flathead  irrigation  district. ) 

Mr.  Bonnee.  That  is  the  profile  of  the  river  only  from  (he  outlet  of  the  lake 
to  a  point  near  Dixon? 

Mr.  Pope.  Yes. 

No.  7,  map  of  Flathead  project,  Mont.,  showing  elevations  at  the  head  of 
Flathead  Lake. 

(The  map  referred  to  was  received  in  evidence  and  marked  "  Exhibit  No. 
7"  of  the  Flathead  irrigation  district.) 

Exhibit  No.  8,  map  of  Flathead  irrigation  project,  showing  withdrawal  of 
lands  in  the  power  and  reservoir  sites. 

(The  map  referred  to  was  received  in  evidence  and  marked  "  Exhibit  No. 
8"  of  the  Flathead  irrigation  district.) 

The  next  one  would  be  No.  9.  Map  of  the  Newell  Dam  showing  contour 
lines. 

(The  map  referred  to  was  received  in  evidence  and  marked  "Exhibit  No. 
9"  of  tBe  Flathead  Irrigation  district.) 
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Now  I  want  to  offer  in  evidence  from  the  project  history  marked  "  Exhibit 
2  "  the  photographs  shown  opposite  the  following  pages — that  is,  they  follow 
the  pages  following:  Following  page  13,  photograph  of  the  Newell  Dam  site. 
Following  page  33,  photograph  of  the  Newell  Dam  site. 

I  have  here  the  original  photographs  which  are  shown  much  clearer  than 
on  that,  and  it  may  be  that  members  of  the  commission  would  like  to  look  at 
those  photographs  as  I  call  attention  to  them. 

This  is  the  project  history  for  the  year  1909;  maps  from  Exhibit  2,  and  the 
page  is  the  same.  The  photographs  in  here  are  not  so  clear  and  consequently 
I  have  taken  the  original. 

Following  page  13  is  only  the  Newell  Dam  site,  and  following  page  33  there 
are  two  photographs  which  are  worth  noting.  The  second  one  shows  the 
tunnel  site  and  shows  the  camp  and  the  road.  That  is  the  best  picture  that 
I  know  of  of  the  site. 

Now  I  will  just  list  for  the 'Stenographer  the  photographs  that  we  offer. 

Opposite  page  34,  photograph  of  rapids  below  the  tunnel,  and  opposite  page 
47  the  Poison  camp  and  pumping  station.  This  one  shows  the  reclamation 
camp.     These  are  all  photographs  in  Exhibit  2. 

Following  page  48,  photograph  of  the  Newell  Dam  site  from  below,  and  follow- 
ing page  48  also — the  second  one — photograph  showing  the  cleavage  of  rocks. 

Following  page  49,  photograph  of  shaft,  camp,  and  road,  showing  shaft  work. 

Following  page  51,  photograph  of  the  mine  car  and  Newell  tunnel,  and  a 
second  photograph  follow^ing  that  immediately  of  the  Newell  tunnel  lower 
portal. 

Following  page  52,  Newell  tunnel  portal.  Following  page  52  again,  power- 
house site,  Newell  tunnel. 

I  have  a  large  number  of  notices  of  appropriations  of  water.  Do  you  prefer 
to  have  those  marked  as  one  exhibit  or  separate  exhibits?  They  are  all  sepa- 
rate instruments,  certified  copies  of  the  recorded  notice  water-right  appropri- 
ations. 

Mr.  Dixon.  I  suggest  you  make  one  exhibit  out  of  them. 

Mr.  Ely.  And  later  have  them  under  several  letters. 

Mr.  Bonner.  Exhibit  10.  Will  a  designation  of  ''Water-right  notices"  be 
sufficient? 

Mr.  Pope.  Yes.     There  are  18  of  them,  really  notices  of  appropriation  of  water. 

( The  papers  referred  to  were  received  in  evidence  and  marked,  collectively, 
"  Exhibit  No.  10  "  of  the  Flathead  irrigation  district.) 

Mr.  Ely.  Might  they  later  have  subheadings,  such  as  A,  B,  C? 

Mr.  Pope.  Yes. 

The  first  of  these  was  filed  for  record  January  3,  1910,  and  the  last  one 
December  14,  1927.  They  do  not  all  read  substantially  the  same,  but  the  sub- 
stance of  it  is  the  same.  Just  to  let  the  commission  know  what  they  are  about 
I  am  going  to  read  from  the  second  one.  We  will  call  it  Exhibit  10-B,  which 
was  filed  for  record  January  28,  1910 : 

"  Be  it  known  that  the  United  States  of  America  under  and  by  virtue  of  an 
act  of  the  Legislative  Assembly  of  the  State  of  Montana  entitled,  'An  act 
authorizing  the  Government  of  the  United  States  to  appropriate  the  water  of 
the  streams  in  the  State  of  Montana  subject  to  certain  restrictions,  approved 
February  27,  1905,  enacted  by  and  through  H.  N.  Savage,  supervising  engineer, 
thereto  duly  authorized  by  the  Secretary  of  the  Interior  of  the  said  United 
States  in  that  behalf,'  does  hereby  publish  and  declare  as  a  legal  notice  to  all 
the  world  as  follows :  First,  that  the  said  United  States  has  a  legal  right  to 
the  use,  possession,  and  control  of,  and  claims  100,000  cubic  feet  per  second  of 
the  waters  of  the  Flathead  River  in  said  county  and  State  for  irrigating  and 
other  purposes;  second,  that  the  purpose  for  which  said  order  is  claimed  at 
the  place  of  intended  use  is  for  the  purpose  of  irrigating  50,000  acres  of  land 
on  the  Flathead  Indian  Reservation  for  domestic  uses  and  for  developing  power 
for  pumping  and  other  purposes." 

I  will  not  read  the  rest.  It  describes  the  means  of  diversion  proposed  and 
the  lands  on  which  it  is  proposed  to  use  the  water. 

I  will  say  that  that  was  the  estimated  maximum  flow  of  the  stream,  as  I 
understand,  from  100,000  cubic  feet  per  second. 

For  the  accommodation  of  the  commission  I  have  prepared  a  copy  of  the 
statute  under  which  the  notices  of  appropriation  were  made.  I  don't  know 
whether  that  would  be  of  any  assistance  or  not.  I  thought  perhaps  the  Mon- 
tana statute  would  not  be  as  readily  available  as  it  might  be. 
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We  offer  in  evidence  Senate  Document  No.  19  of  tbe  Sixty-first  Congress,  first 
session.     We  offer  all  of  that — Sixty-first  Congress,  first  session. 

Mr.  Dixon.  Read  the  captions  so  they  can  be  Identified. 

Mr.  Pope.  It  is  headed  "  Lands  Reserved  for  Power  or  Reservoir  Sites,  Flat- 
head Indian  Reservation,  Mont." 

I  will  state  that  is  the  report  of  the  Secretary  of  the  Interior  describing  the 
lands  which  he  has  reserved  pursuant  to  the  act  of  March  3,  1909,  for  power 
and  reservoir  sites. 

I  will  say  also  that  I  have  prepared  for  the  use  of  the  commission  some  little 
booklets  containing  copies  of,  I  think,  practically  all  the  statutes  relating  to 
the  Flathead  Indian  Reservation;  that  is,  the  irrigation  project  or  relating 
thereto.    They  do  not  need  to  be  marked  as  an  exhibit. 

Mr.  Dixon.  They  are  very  useful,  I  think. 

Mr.  Pope.  In  those  the  exhibit  which  I  have  just  offered  is  found  there. 

I  will  say,  Mr.  Grorud,  that  is  the  one  that  you*  are  familiar  with,  and  I  have 
put  in  copies  of  the  later  acts.  In  other  words,  I  have  attempted  to  bring  this 
printed  pamphlet  down  to  date. 

On  page  13  of  this  printed  booklet  will  be  found  this  report,  which  simply 
reads  as  follows:  It. is  addressed  to  the  President  of  the  Senate,  April  21,  1909: 

"  Section  22  of  act  of  March  3,  1909,  authorizes  the  Secretary  of  tbe  Interior 
to  reserve  all  land  within  the  Flathead  Indian  Reservation,  Mont.,  Valuable 
chiefly  for  power  or  for  reservoir  sites,  and  provides  that  he  shall  report  to 
Congress  such  reservations  in  compliance  with  the  act.  I  have  the  order  to 
advise  you  that  the  following-described  lands  within  this  reservation  have 
been  reserved  for  the  purposes  mentioned  in  the  act." 

It  proceeds  then  to  describe  the  lands  which  include  those  that  are  involved 
now  before  this  commission ;  and  we  further  offer  in  evidence — did  you  give 
that  an  exhibit  number,  Mr.  Bonner? 

Mr.  Bonner.  The  compilation  of  laws? 

Mr.  Pope.  No;  Senate  Document  No.  19  of  the  Sixty-first  Congress,  first 
session. 

I  offer  that  in  evidence.  Do  you  give  it  a  number,  or  is  it  not  designated  by 
number? 

Mr.  Bonner.  I  think  by  reference  should  be  sufficient. 

Mr.  Pope.  All  right.  We  offer  in  evidence  House  Document  No.  717  of 
the  Sixty-first  Congress,  second  session.  I  have  prepared  copies  of  that  for 
the  use  of  the  commission. 

Mr.  Brown.  Is  this  still  in  print? 

Mr.  Pope.  It  can  be  found  in  any  law  library  where  the  documents  are 
available,  but  it  is  not  printed  as  a  separate  pamphlet.  I  have  had  this  copied 
for  the  use  of  the  commission  so  that  I  could  call  attention  now  to  certain 
parts  of  it. 

Mr.  Bonner.  We  will  identify  this  as  Exhibit  11. 

Mr.  Pope.  If  you  wish.  Exhibit  11. 

(The  booklet  referred  to  was  received  in  evidence  and  marked  "Exhibit  No. 
11"  of  the  Flathead  irrigation  district.) 

Mr.  Pope.  I  just  want  to  call  the  attention  of  the  commission  to  the  sub- 
stance of  this.  This  is  a  letter  which  relates  to  the  withdrawal  of  power  in 
reservoif  sites  on  Indian  reservations,  letter  from  the  Secretary  of  the  Interior 
transmitting  a  draft  of  proposed  legislation  for  withdrawal  of  power  in  reser- 
voir sites  on  Indian  reservations,  and  it  is  dated  February  23,  1910,  addressed 
to  the  Speaker  of  the  House.    I  will  read  just  portions  of  it.     [Reading:] 

"By  direction  of  the  President  I  have  the  honor  to  transmit  a  rough  draft 
of  a  bill  authorizing  the  Secretary  of  the  Interior  to  set  aside  and  reserve  land 
within  Indian  reservations  chiefly  valuable  as  power  and  reservoir  sites  before 
the  surplus  lands  are  open  to  settlement  and  entry,  to  authorize  the  cancella- 
tion of  patents  issued  for  allotments  within  such  power  and  reservoir  sites,  and 
reimburse  the  Indian  allottees  for  improvements  on  such  canceled  allotments, 
to  reallot  such  Indian  allottees  on  their  lands  within  the  irrigable  areas  of 
such  Indian  reservation.  It  is  found  that  on  many  of  the  Indian  reservations 
there  are  valuable  power  sites  and  reservoir  sites  which  this  department 
should  have  authority  to  set  aside  and  reserve  for  use  in  connection  with  irri- 
gating projects  now  being  constructed  by  the  Government  or  which  may  be 
hereafter  authorized  by  the  Congress." 

Now,  calling  attention  to  page  3,  the  top  of  the  page :  This  Is  the  significant 
part  of  It ;  that  is,  I  will  say  the  purpose  of  this  is  to  show  the  action  of  the 
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department  with  respect  to  this  specific  Flathead  Reservation,  and  the  request 
for  this  further  legislation  for  use  there  I  will  read.     [Reading:] 

"  By  the  act  of  March  3,  1909,  authority  was  conferred  on  the  department  to 
set  aside  and  reserve  power  and  reservoir  sites  on  the  Flathead  Reservation  in 
Montana  for  use  in  connection  with  irrigation  projects  under  construction  there, 
but  no  authority  exists  to  cancel  trust  patents  issued  for  allotments  within  these 
sites  except  on  the  voluntary  relinquishment  of  the  allottees.  The  depart- 
ment has  been  unable  to  procure  relinquishment  from  all  of  these  allottees,  and 
as  the  reservation  is  to  be  open  to  entry  on  April  1,  1910,  the  necessity  for  the 
authority  asked  for  is  apparent,  and  this  department  would  be  glad  to  see  legis- 
lation similar  to  that  contained  in  the  inclosed  draft  of  Indian  land  act." 

This  is  the  draft  of  the  proposed  bill,  and  I  call  attention  to  the  fact  that: 
I  would  like  to  have  it  put  in  the  record  that  this  was  enacted  into  law  in  the 
act  of  June  25,  1910,  36  Statutes  at  Large,  page  858. 

I  would  like  to  have  Mr.  Ely's  attention  called  to  that  last  paragraph  in  the 
last  exhibit  there  at  the  top  of  page  3,  where  it  starts  "  By  the  act  of  March  3, 
1909." 

We  now  offer  in  evidence — I  have  all  these  reports  here,  but  I  am  going  to 
only  offer  certain  pages  from  reports  of  the  Reclamation  Service  for  certain 
years. 

From  the  Eighth  Annual  Report  of  the  Reclamation  Service  we  offer  in  evi- 
dence that  paragraph  on  page  19  headed  "  Indian  Irrigation."  I  have  made 
copies  of  this  for  the  use  of  the  Commission. 

This,  it  will  be  noted,  shows  the  manner  in  which  the  Indian  Bureau  ar- 
ranged for  carrying  on  of  irrigation  work  on  Indian  reservations.  It  sets  out 
the  agreement  between  the  office  of  Indian  Affairs  and  the  Reclamation  Serv- 
ice whereby  the  engineering  services  of  the  Reclamation  Service  could  be  used 
for  carrying  out  the  work  of  the  office  of  Indian  Affairs.  From  the  same  report 
we  offer  in  evidence  pages  92  and  93  relating  to  the  Flathead  project. 

The  parts  that  have  some  significance  here,  near  the  bottom  of  the  first  page, 
under  the  heading  "  General  Statement  "  : 

"  The  description  of  the  Flathead  project  may  be  found  in  the  seventh  annual 
report.  Briefly,  the  irrigation  plan  of  this  project  provides  for  the  irrigation 
of  about  150  acres  in  various  parts  of  the  Flathead  Indian  Reservation.  Water 
will  be  taken  by  simple  pressure  works  from  the  several  rivers  and  creeks  rising 
in  the  Mission  Mountains,  the  stream  flow  being  conserved  by  storage  at  12 
reaservoirs  and  supplemented  by  pumping  from  Flathead  River  by  water 
IKDwer." 

On  the  next  page,  third  paragraph  from  the  bottom : 

"  Under  the  works  being  carried  on  on  the  tract  near  Poison,  canals  are 
being  located  for  the  irrigation  of  about  3,000  acres.  Water  power  developed 
on  Flathead  River  will  be  utilized  for  pumping  water  for  this  tract,  and  pre- 
liminary work  in  connection  with  the  construction  of  the  power  plant  has  been 
commenced.  Roads  have  been  building  and  a  shaft  is  being  sunk,  from  which 
one  of  the  proposed  power  tunnels  will  be  driven.  Plans  are  being  prepared  for 
a  generating  station  and  pumping  plant." 

From  the  Ninth  Annual  Report  of  the  Reclamation  Service  we  offer  in  evi- 
dence pages  143,  144,  and  the  first  paragraph  on  page  145.  I  am  not  taking  the 
time  to  read  these,  but  the  same  information  that  I  have  just  alluded  to  is 
found  there. 

It  will  be  noted  near  the  bottom  of  the  first  page,  reference  to  the  plan  for 
pumping  the  water  from  the/lake;  and  on  the  last  page  the  statement  of  the 
progress  of  the  work  on  the  tunnel. 

From  the  Tenth  Annual  Report  of  the  Reclamation  Service,  pages  124  and 
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.  Mr.  Ely.  What  report  is  that? 

Mr.  Pope.  The  tenth  annual  report,  for  the  years  1910  and  1911. 

I  would  like  to  offer  from  the  eleventh  annual  report,  pages  93  to  96.  On 
page  4  is  reference  to  the  irrigation  plan  which  recites  that  water  supply  will 
be  supplemented  when  necessary  by  pumping  from  Flathead  Lake;  and  on  the 
last  page,  reference  to  the  Poison  division,  it  makes  mention  of  the  Newell 
tunnel. 

From  the  twelfth  annual  report,  pages  112,  113,  and  114,  all  of  these  reports 
show  the  progress  of  the  Newell  tunnel  and  the  general  plan  for  the  irrigation 
system. 
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Now  we  offer  from  House  Document  No.  1215,  Sixty-third  Congress,  third 
session,  the  foll(;wing  portions :  Pages  21,  22,  and  23 ;  from  page  29  the  parts 
relating  to  the  Pablo  and  Poison  Reservoirs ;  the  table  on  page  30 ;  page  32 ;  and 
the  first  paragraph  on  page  33. 

I  will  say  that  this  is  a  Government  publication.  It  is  the  report  of  the 
commission  to  investigate  irrigation  projects  on  Indian  lands  made  pursuant 
to  an  act  of  Congress  requiring  that  report  to  be  made,  and  the  portions  that  I 
am  offering  in  evidence  I  have  copied  out  for  the  use  of  the  members  of  the 
commission. 

I  will  state  that  the  significance  of  this  report  is  that  it  was  a  report  made 
direct  to  Congress  with  respect  to  this  particular  project  and  in  response  to  a 
statutory  requirement  for  that  to  be  made. 

Now,  taking  that  up  in  the  way  that  I  have  the  others.  On  the  second  page, 
near  the  bottom,  allusion  is  made  in  the  third  line  from  the  bottom :  "  The 
Poison  and  Big  Arm  divisions  are  proposed  pumping  units."     The  top  of  the 

third  page 

Mr.  Grorud.  The  Big  Arm? 

Mr.  Pope.  The  Big  Arm  is  no  longer  a  part  of  the  project.  It  is  farther 
north.     The  Poison  division  is  the  only  one  of  those  that  is  in. 

These  figures  at  the  top  of  the  page,  top  of  page  3,  the  acreage  is  subdivided 
as  follows :  97,000  acres  allotted  Indian  land,  48,000  acres  entered  by  homestead- 
ers, 2,000  acres  open  to  entry,  and  5,000  acres  State  land. 

Mr.  Dixon.  For  the  benefit  of  the  Indian  Commissioner,  I  think  you  are  read- 
ing something  else. 

Mr.  Pope.  This  gives  his  figures  in  acreage.  I  am  not  sure  whether  it  is 
correct  or  not,  because  Mr.  Flickinger  stated  the  other  day  that  it  was  about 
50-50  as  between  allotted  and  surplus. 

Mr.  Flickinger.  That  was  on  the  project? 

Mr.  Pope.  That  was  on  the  project  at  that  time.  I  just  call  attention  to  it 
for  whatever  it  is  worth.     That  report  indicated  that  about  two-thirds  of  it  was 

allotted.     On  the  same  page 

Mr.  SoATTERGOOD.  See  whether  Mr.  Flickinger  has  not  any  correction  to  make. 
Mr.  Flickinger.  This  apparently  at  one  time  was  considered  the  acreage  of 
the  project  when  they  were  more  or  less  guessing.  It  ran  around  152,000  acres. 
I  see  these  figures  apparently  indicate  that.  The  figures  I  gave  the  other  day 
are  based  on  the  present  project  and  the  area  allotted  of  that  and  also  the 
Indian  lands. 

Mr.  Dixon.  As  of  this  date?     A  lot  of  Indian  titles  passed  in  that  time. 
Mr.  Flickinger.  About  50-50  is  what  it  was. 

Mr.  Pope.  Now,  on  this  same  page,  page  3,  about  nine  lines  from  the  top  of 
the  page :  "  The  sources  of  water  supply  for  the  completed  proposed  irrigation 
divisions  are  the  Flathead  River  and  its  tributaries,  the  most  important  of 
which  are  the  Jocko  and  Little  Bitter  Root  Rivers,  Mud,  Crow,  Post,  Mission, 
Dry,"  and  so  forth. 

On  the  page  marked  5 — I  believe  this  ought  to  be  marked  as  an  exhibit. 
Mr.  BoNN'ER.  That  will  be  Exhibit  12  if  you  will  identify  it. 
Mr.   Pope.  Extract  from   House  Document   No.   1215,    Sixty-third   Congress, 
third  session. 

(The  booklet  referred  to  was  received  in  evidence  and  marked  "Exhibit  No. 
12"  of  the  Flathead  irrigation  district.) 

Mr.  Pope.  On  the  page  marked  5,  Pablo  Reservoir : 

"  This  reservoir  is  located  on  the  prairie  south  of  Poison.  The  ultimate  ca- 
pacity with  an  earth  dam  46  feet  In  height  will  be  29,6(K>  acre-feet.  The  present 
capacity  is  5,000  acre-feet,  at  a  cost  of  $185,583.82.  The  total  estinmted  cost 
is  $746,000.  It  can  be  supplied  with  water  from  the  feeder  canal  and  by 
pumping  when  necessary  from  Flathead  River  and  Poison  Reservoir.  This 
reservoir  site  is  located  about  IVg  miles  southwest  of  the  town  of  Poison. 
That  supply  of  water  can  be  furnished  to  this  reservoir  temporarily  from  the 
feeder  canal  but  ultimately  by  pumping  from  the  Flathead  River.  It  will 
supply  water  to  the  land  about  Poison  now  irrigated  from  a  branch  of  the 
main  feeder  canal." 

On  the  next  page  you  find  listed  again  Flatlicni  L.iUr  with  m  list  of  the 
project  reservoirs.  The  last  two  pages,  it  will  be  noted,  relate  entirely  to 
power  development  and  contain  a  description  of  the  tunnel  that  had  been 
constructed. 

Mr.  Pope.  I  would  like  to  have  markecl  as  an  exhibit  and  offer  in  evidence 
memorandum  for  Commissioner  of  Indian  Affairs,  dated  February   17,   1927, 
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executed  by  the  Rocky  Mountain  Power  Co.  and  the  Montana  Power  Co.,  and 
the  attached  resolutions  adopted  by  the  board  of  commissioners  of  the  Flat- 
head irrigation  district,  approved  by  the  Rocky  Mountain  Power  Co:  under  date 
of  the  20th  day  of  December,  1928. 

Mr.  Bonner.  That  will  be  Exhibit  No.  13. 

By  Mr.  Pope: 

Question.  Now,  proceeding  with  the  examination  of  Mr.  Hanna,  how  long 
did  you  say,  Mr.  Hanna,  that  you  have  been  in  the  Indian  irrigation  service? 

Answer.  Since  1908. 

Question.  For  how  long  a  time  have  you  "been  connected  with  the  Flathead 
project  ? 

Answer.  The  Flathead  project  was  taken  over  by  the  Indian  irrigation  serv- 
ice in  April,  1924. 

Question.  Did  you  have  any  connection  with  it  prior  to  that  time? 

Answer.  I  had  no  direct  connection  with  it,  although  I  was  on  the  project 
two  or  three  times. 

Question.  What  were  your  duties  in  connection  with  the  irrigation  service 
prior  to  1924? 

Answer.  I  had  supervision  over  a  number  of  other  Indian  projects  that  were 
handled  directly  by  the  Indian  irrigation  service. 

Question.  Now.  what  do  you  say,  Mr.  Hanna,  as  to  whether  or  not  the  plans 
of  the  project  for  the  .development  of  power  and  for  the  use  of  power  for 
pumping  in  connection  with  this  project  were  at  any  time  abandoned  by  the 
bureau   or   the  department? 

Answer.  They  were  never  abandoned,  to  my  knowledge. 

Question.  And  what  do  you  say  as  to  the  present  state  of  the  plans,  as  to 
whether  they  contemplate  this  development,  in  respect  to  providing  water  by 
pumping? 

Answer.  Well,  it  is  my  opinion  that  for  the  ultimate  development  of  the 
Mission  Valley  division  of  the  project,  pumping  will  be  absolutely  necessary. 

Question.  And  I  believe  the  other  day  you  gave  the  figures  which  you  esti- 
mate represent  the  required  amount  of  pumping  in  an  average  year  upon  the 
full  development  of  the  project? 

Answer.  Yes. 

Question.  W^hich  were  54,525  acre-feet  in  an  average  year? 

Answer.  Yes. 

Question.  It  has  been  suggested,  Mr.  Hanna,  that  pumping  at  those  eleva- 
tions which  you  mentioned  the  other  day  is  not  feasible.  What  do  you  say  as 
to  that? 

Answer.  I  think  it  is  perfectly  feasible. 

Question.  And  is  your  answer  based  on  some  study  made  of  the  matter? 

Answer.  Yes. 

Question.  Would  you  state  what  elements  there  are  in  respect  to  this  pumping 
proposal  which  differ  from  the  ordinary  pumping  irrigation  plan  or  layout? 

Answer.  T  am  not  sure  that  I  understand  exactly — you  say  what  elements 
are  different? 

Question.  What  proportion  of  the  water  for  this  system  do  you  propose  in 
an  average  year  to  pump? 

Answer.  This  pumping  is  to  be  supplemental  only.  It  is  not  an  entire  supply 
for  any  certain  place;  it  will  in  all  cases  be  pumped  into  the  canals  or  struc- 
tures that  are  used  for  gravity  water  when  it  is  available. 

Question.  What  about  the  present  situation  on  the  project?  Would  power 
be  used  for  pumping  at  the  present  time  if  it  were  available? 

Answer.  It  would  have  been  this  season,  1929,  probably. 

Question.  What  was  the  condition  upon  the  Flathead  this  year? 

Answer.  Well,  in  the  Mission  Valley  division  the  storage  supply  of  water 
was  practically  all  exhausted  by  the  1st  day  of  August,  and  all  the  water  that 
"vas  available  after  that  time  was  the  small  natural  flow  that  we  had. 

Question.  Was  that  adequate? 

Answer.  No. 

Question.  There  was  considerable  loss  this  year  to  the  farmers  on  account  of 
running  short  of  the  water  supply,  was  there? 

Answer.  Y^es;  with  the  exception  of  a  few  instances  all  the  water  that  w^as 
available  when  spread  over  the  system  after  the  1st  of  August  was  just  about 
light  for  stock  water. 
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Question.  With  respect  to  the  proposal  of  the  Rocky  Mountain  Power  Co., 
wliich  has  been  identified  as  Exhibit  13,  are  there  any  other  features  of  that 
proposal,  outside  the  proposal  to  furnish  power,  which  you  think  are  of  value 
to  the  project,  or  in  order  to  shorten  it 

Answer.  I  think  I  know  what  you  mean.  You  refer  to  the  clause  in  there  in 
reference  to  delivery  of  a  certain  block  of  power  to  the  project  as  soon  as  con- 
struction commences  on  the  power  plant? 

Question.  Yes ;  that  is  one.     Just  explain  that. 

Answer.  Well,  it  was  and  is  the  plan  to  utilize  some  power  as  soon  as  it 
could  be  obtained,  and  it  was  the. plan  to  begin  construction  of  transmission 
lines. 

Question.  Are  appropriations  available  for  that  purpose  now? 

Answer.  Yes ;  they  will  be  available  when  a  license  is  issued. 

Question.  When  a  license  has  been  issued? 

Answer.  For  the  construction  of  the  power  plant. 

Question.  And  is  there  any  place  where  it  is  contemplated  to  immecUati^ly 
commence  the  pumping  plant? 

Answer.  Our  plans  would  call  for  a  pumping-  plant  in  the  Moieeae  as  soon 
as  we  can  get  it  there. 

Question.  And  I  believe  you  mentioned  the  other  day  Revais  Creek? 

Answer.  That  is  a  small  additional  pumping  plant  to  pump  out  Jocko  River, 
to  supplement  the  supply  on  the  Revais  Canal. 

Question.  Now,  a  telegram  was  read  into  the  record  the  other  day,  Mr. 
Hanna,  purporting  to  be  from  the  Mission  Valley  irrigation  district.  Is  there 
any  such  district  as  the  Mission  Valley  irrigation  district? 

Answer.  I  think  they  mean  the  Mission  Irrigation  district. 

Question.  You  judge  from  that,  that  whoever  sent  that  telegram  was  probably 
not  one  of  the  commissioners  of  the  district? 

Answer.  It  would  look  as  thouph  he  didn't  know  the  name  of  the  district. 

Question.  In  that  telegram  there  was  some  allusion  to  the  cost  of  the  power. 
What  comment  have  you  to  make  on  that? 

Answer.  I  didn't  hear  all  of  that  telegram  read. 

Question.  Well,  it  was  something  in  excess  of  $180,000  a  year. 

Answer.  I  haven't  given  the  matter  any  thought.     I  didn't  hear  that  figure. 

Question.  It  says  $189,000  per  year.  How  was  that  computed? 

Answer.  I  have  not  checked  it,  but  it  evidently  contemplated  the  pn.'ject 
buying  an  awful  lot  of  power. 

Question.  That  would  be  what  it  would  amount  to  if  15,000  horsepower  at 
those  rates  were  purchased  24  hours  a  day,  365  days  in  the  year? 

Answer.  That  evidently  is  the  way  they  arrived  at  the  figure. 

Mr.  DixoN.  That  is  the  telegram  from  Lenzman? 

Mr.  Pope.  I  say  that  Lenzman  and  whoever's  name  is  signed  there  didn't 
sign  that.  That  was  not  sent  by  them.  I  know  that,  because  I  know  that  they 
know  the  name  of  their  district.  This  is  sent  by  somebody  who  purports  to  be 
acting  for  them,  and  I  rather  think  that  you,  Mr.  Secretary,  would  have  a 
like  guess  as  to  who  signed  that.     [Laughter.] 

By  Mr.  Pope: 

Question.  Then  I  understand  you  to  say,  Mr.  Hanna,  that  by  reason  of  the 
fact  that  the  project  proposes  to  pump  in  an  ordinary  year  approximately  one- 
fifth  of  the  water  supply,  and  by  reason  of  the  rate  at  which  this  power  is 
proposed  to  be  delivered,  in  your  opinion  the  providing  of  power  for  pumping 
and  the  use  of  power  for  pumping  is  entirely  feasible  in  connection  with 
this  project? 

Answer.  I  do  consider  it  entirely  feasible,  and  it  can  be  done  at  a  price  that 
will  not  be  excessive. 

Mr.  Pope.  You  may  take  the  witness. 

Mr.  Dixon.  Is  there  any  cross-examination  by  anyone  of  this  witness? 

Mr.  Gbobud.  I  have  a  lot  of  questions,  but  I  prefer  that  Mr.  Scattergood 
exam  ne  him. 

Mr.  ScATTEBOooD.  I  don't  want  to  take  precedence  of  anybody.  I  have  just 
a  few  que.stions  that  I  might  ask  Mr.  Hanna. 

Cross-examination  by  Mr.  Scattbeoood: 
Question.  Mr.  Hanna,  you  started  out  by  saying  that  this  is  a  supplementary 
supply  only,  that  the  pumping  is  necessary  for  supplementary  supply  only? 

Answer.  Yes,  sir. 
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Question.  Now,  can  you  tell  us  anything  about — give  dates  of  tlie  season 
for  irrigation. 

Answer.  You  mean  the  rate  of  use? 

Question.  Tlie  beginning  and  ending  of  the  irrigation  period. 

Answer.  Well,  I  would  assume  there  would  be  some  irrigation  in  April,  but 
in  the  studies  that  have  been  made  of  the  use  of  water  they  give  no  percentage 
for  April.  The  percentages  that  were  used  in  the  studies  that  have  been  made 
to  date  gave  15  per  cent  of  the  use  in  May,  30  per  cent  in  June,  20  per  cent  in 
July,  25  per  cent  in  August,  and  5  per  cent  in  September. 

Question.  Can  you  express  that  in  days  in  each  month? 

Answer.  Well,  that,  I  would  say,  it  should  take  all  those  full  months.  May, 
June,  July,  August,  September. 

Question.  Then  in  your  previous  testimony  you  estimated  the  total  number  of 
days  for  an  irrigation  season  to  be  100,  didn't  you? 

Answer.  I  don't  think  I  gave  any  testimony  to  that  effect.     I  don't  remember. 

Mr.  Dixon.  I  think  Mr.  Cochrane  in  his  testimony  said  110  days. 

By  Mr.  Scatteegood  : 

Question.  How  many  days  do  you  think  it  is? 

Answer.  Well,  from  beginning  to  end  we  endeavor  to  get  the  water  in  the 
ditches  by  the  15th  of  April,  and  ordinarily  it  is  cut  out  on  the  1st  of  October. 

Question.  Knowing  the  water  flow  as  you  do,  and  the  capacity  of  your 
reservoirs  that  are  built  by  gravity,  how  much,  or  what  times  and  in  what 
quantities  do  you  think  that  the  supplementary  supply  by  pumping  would  be 
called  for  in  order  to  do  what  is  required  in  irrigation? 

Answer.  Well,  ordinarily,  Mr.  Commissioner,  we  could  foresee  a  shortage  of 
water  in  time  to  commence  pumping  at  least  by  the  time  the  flood  started  in 
the  spring.     It  would  be  sometime  in  May,  perhaps. 

Question.  What  would  you  do  if  you  did  start  to  pumping  in  May? 

Answer.  We  would  pump  any  ditches  that  we  could  pump  into  that,  using  it 
direct,  but  the  principal  ijlace  would  be  to  put  it  into  storage,  which  would  be 
in  the  Pablo  Reservoir. 

Question.  Would  that  be  the  time  in  May  when  the  river  would  be  very  high? 

Answer.  Well,  I  think  the  river  would  commence  to  come  up  in  May,  but 
it  would  reach  its  flood  in  June  at  the  Flathead  River. 

Question.  Knowing  the  river  as  you  do,  could  you  say  whether  or  not  primary 
power  would  be  required  for  the  pumping  for  filling  the  reservoirs  in  May,  or 
could  that  all  be  done  by  secondary  power? 

Answer.  Well,  I  couldn't  say.  Our  people  made  a  study  of  the  Flathead 
River  flow — this  was  outlet  flow,  I  believe — based  on  a  control  for  6,000 
second-foot  as  primary  power,  and  that  record  is  given  only  by  months,  so  I 
am  not  able  to  give  you  that. 

Question.  Is  that  record  available  to  us? 

Answer.  I  just  simply  roughed  out  the  months,  MT.  Conrmissioner,  but  I  can 
not  give  you  the  days.  You  see,  you  might  have  less  than  6,000  second-feet  up 
to  the  20th  of  the  month,  and  then  you  might  have  a  big  flood  that  would 
bring  the  average  of  the  month  above  that,  so  that  month  would  show  above. 

Question.  Can  you  submit  that,  then,  by  months? 

Answer.  I  copied  this  from  one  of  the  old  water  studies,  and  it  begins  with 
1908,  for  regulated  flow  of  6,000  second-feet.  For  1908,  the  months  from  April 
to  November,  inclusive,  showed  an  average  of  greater  than  6,000  second-feet. 
For  the  year  1909 

Question.  Now,  are  you  going  right  straight  through  all  the  years  from  1908 
to  the  present  time? 

Answer.  Going  down  to  1922. 

Question.  Isn't  it  possible  to  save  time  by  just  having  that  put  into  the  form 
of  an  exhibit? 

Answer.  I  could  have  it  typewritten. 

Question.  I  don't  care  to  take  the  time  to  read  it.  I  expect  the  data  is 
available,  perhaps,  in  some  form,  is  it?    Do  you  know,  Mr.  Bonner? 

Mr.  BoNNEB.  You  say  that  is  a  water  study? 

Answer.  A  water  study  made  by  the  Reclamation  Service. 

Mr.  BoNNEB.  Showing  the  regulated  supply? 

Answer.  Yes. 

Mr.  Bonner.  I  think  we  will  have  to  have  the  study  to  get  anything  out  of 
that,  Mr.  Commissioner. 

Mr.  ScArrERGOOD.  Could  we  just  stipulate  that  that  study  could  be  made 
available  to  the  Power  Commission? 
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The  Witness.  I  think  it  was  obtained  from  the  Geological  Survey  flow 
records. 

Mr.  ScATTERGOOD.  Those  are  already  admitted  to  the  record,  are  they  not,  by 
stipulation  ? 

Mr.  Bonner.  Not  this  study  that  Mr.  Hanna  speaks  of.  that  I  know  of. 

By  Mr.  Scattekgooi>  : 

Question.  Can  you  name  the  study,  so  we  can  cite  it  and  make  it  available? 

Answer.  Well,  it  is  in  the  old  Reclamation  Service  records,  but  I  am  sure 
I  can't  give  you  the  identification  for  it.  I  just  copied  these  months  out  and 
that  is  all.  I  was  thinking  that  could  be  obtained  from  the  Geological  Survey 
but  perhaps  not  for  regulated  flow. 

Mr.  Jones.  The  report  itself  would  not  be  in  the  Geological  Survey,  I  think — 
that  is,  the  records  of  stream  flow  are  all  in  the  Geological  Survey,  and  I 
think  the  engineers  of  the  Power  Commission  would  have  to  start  from  the 
record  of  flow  to  make  that  study.  But  I  imagine  that  report  is  in  the  Reclama- 
tion Service  office  here  in  Washington. 

The  Witness.  It  possibly  is,  but  the  record  I  copied  this  from  gives  no  more 
data,  really,  than  I  have  here,  except  it  lists  each  month  and  gives  tlie  flow  for 
the  month,  the  average  flow  for  the  month. 

Mr.  ScATTERGOOD.  Mr.  Bonner,  would  that  suflace,  or  M'ould  you  rather  have 
the  whole  report?  All  I  want  to  do  is  to  make  available  this  study  or  any 
other  available  study. 

Mr.  Dixon.  Any  record  of  the  Geological  Survey  regarding  the  flow  of  the 
Flathead  River  may  be  used. 

Mr.  SCATTERGOOD.  That  has  been  done,  I  believe.  Mr.  Secretary,  but  this 
W0UI4  go  further  for  the  Reclamation  Service  records. 

Mr.  Jones.  I  think  Mr.  Hanna  has  a  table  similar  to  that,  giving  monthly 
discharges. 

The  Witness.  There  is  a  copy  of  that  in  your  records,  I  remember  now.  You 
have  a  copy  of  the  Rose  report? 

Mr.  Jones,  Yes, 

The  Witness.  There  is  a  table  in  there  that  is  similar  to  the  one  I  saw,  and 
is  probably  the  same  table,  in  the  Rose  report, 

Mr.  Pope.  The  Rose  report  has  been  put  in  evidence. 

Mr.  SCATTERGOOD.  Very  well,  that  will  suffice. 

Question.  Now,  can  you  tell  us,  from  what  you  know  as  an  irrigation  expert 
and  in  charge  of  this  and  other  pro.1ects  at  the  present  time,  what  your  opinion 
is  as  to  the  amount  of  primary  power  that  would  be  required  for  these  respec- 
tive months  that  you  have  enumerated?  Fifteen  per  cent,  for  instance,  in  May. 
What  per  cent  of  that  would  have  to  be  primary  power? 

Answer.  Well,  I  really  am  not  in  a  position  to  give  you  that  testimony. 

Question.  You  think  that  the  data  that  you  referred  to  now  would  enable 
anyone  to  calculate  that? 

Answer.  Thnt  would  be  the  only  study  to  get  it  from. 

Question.  The  other  day  you  were  testifying  that  you  calculated  that  in  an 
average  year,  9.650  horsei>ower  would  be  require<i  in  the  three  proi)osed  pump- 
ing plants  to  take  care  of  tlie  irrigation  needs  of  the  entire  project.  Is  that 
correct  ? 

Answer.  That  was  for  the  average  year,  yes.  That  was  power  reiiuirod  to 
pump  54,525  acre- feet  of  water. 

Question,  And  that  will  be  when  the  whole  project  is  developed? 

Answer.  That  was  for  the  ultimnlc  pi'oject  ami  with  jtll  the  present  stor.itro 
developed,   all   the  available  storage  (k'veloped. 

Question,  In  the  normal  course  of  develo!»ment.  that  ultimate  54.000  acreage, 
or  whatever  it  is,  would  be  i>ostponed  probai)ly  for  some  years,  would  it  not? 

Answer.  It  might,  yes. 

Question.  But  it  is  likely  to  be? 

Answer,  It  is  likely  to  be.  Although  we  might  put  in  some  of  the  smaller 
units. 

Question.  In  other  words,  this  figure  that  you  nvv  spenking  of.  9,(550,  Is  a 
maximum  ultimate  figure  and  apparently  not  likel.v  to  Ih-  (  ailed  for  in  the  near 
future,  in  full? 

Answer.  I  would  not  exactly  say  that.  There  might  be  a  low-water  year 
when  that  would  be  more.  This  was  the  re(iuirement  for  an  averago  year,  but 
there  will  be  some  years  when  they  won't  call  for  any. 

Question.  When  they  won't  call  for  any  at  all?  In  other  words,  it  Is  a  suj)- 
plementary  supply.     Now,  you  have  estimated  on  the  cost  of  a  mill  per  kilo- 
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watt  hour,  if  it  is  all  called  for  in  this  average  on  the  ultimate  development  it 
would  amount  to  $173  cost  per  day. 

Answer.  I  calculated  that  on  the  basis  of  1  mill  per  kilowatt-hour. 

Question.  Did  you  mean  that  that  would  he  ncccss,!)  y  for  the  lOU  or  110  days, 
or  only  for  part  of  the  time? 

Answer.  Well,  there  wasn't  any  length  of  days  taken  in  that  calculation.  I 
just  figured  the  kilowatt-hours  per  day  and  the  cost  per  day,  and  that  would 
pump  490  acre-feet  of  water  in  one  da.y's  time. 

Question.  I  understood  that,  but  how  many  days  pumping  do  you  think  would 
be  required  in  a  normal  season  in  this  supplementary  way? 

Answer.  W^U,  I  don't  know  whether  I  gave  a  figure,  but  I  have  a  figure  here. 
I  believe,  for  the  davs  required  for  the  average  requirement.  I  think  it  is  111 
days. 

(,)iicsii()ii.  And  you  think  it  would  mean  steady  i)uniping  for  111  days? 

Answer.  That  is  the  average,  Mr.  Scattergood.  That  is  for  the  whole  45,000, 
or  the  whole  54.000  acre-feet. 

Question.  What  I  was  trying  to  get  at  was  whether  tliat  was  part  time, 
or  whether  you  expected  the  pumping  would  take  place  for  110  days  steadily? 

Answer.  It  would  be — I  would  say  it  would  be  in  extreme  conditions  when 
you  would  have  continuous  pumping. 

Question.  The  reason  I  am  especially  interested  in  this  is  because  Mr.  Moody 
when  I  was  out  at  Flathead  this  summer  told  me  that  he  thought — and  I 
think  I  am  quoting  him  correctly — that  there  never  would  be  needed  more  than 
about  50  days'  pumping. 

Answer.  Well,  these  figures  don't  show  it  that  way. 

Question.  Well,  I  just  wanted  to  have  it  corrected. 

Answer.  I  am  just  figuring  how  much  time  it  would  take  to  pump  the  quan- 
tity of  water  we  estimate  we  would  be  short,  and  it  figures  111  days. 

Question.  You  think  that  your  estimate  is  safe  and  that  there  is  no  necessity 
of  stepping  up  the  figures  the  way  Mr.  Swenson  did  the  other  day?  You  stand 
by  your  own  estimates,  do  you? 

Answer.  Yes,  and  I  do  it  for  this  reason :  In  the  studies  that  I  checked  over 
and  studied,  that  have  been  made  by  the  Reclamation  Service,  I  did  not  take 
into  account  the  rainfall,  and  I  did  not  take  into  account  a  small  amount  of 
return  flow  that  would  be  picked  up  and  used  the  second  time,  which  will  mate- 
rially add  to  the  amount  available  in  the  figures  I  gave  the  other  day.  I  didn't 
^et  to  explain  that  the  other  day. 

Question.  In  other  words,  your  estimate  the  other  day  would  be  too  high 
rather  than  too  low? 

Answer.  Well,  the  figure  I  gave  was  for  water  at  the  source,  which  would 
be  at  the  reservoir  or  at  the  point  it  is  delivered  from  the  main  feeder  canal. 
And  to  that  we  will  have  to  take  some  loss,  but  that  will  be  supplemented  then 
by  your  natural  rainfall,  and  the  natural  rainfall,  the  average  during  the  irri- 
gation season,  is  bout  8  inches,  and  we  estimate  6  inches  of  that  as  useful 
rainfall  which  would  be  an  additional  6  inches  for  the  water  that  would  go  on 
the  ground. 

Question.  Now,  you  say  it  was  $173  a  day  for  about  110  days.  Will  you 
multiply  that  out  and  tell  us  just  how  much  that  means  in  dollars  for  the 
whole  season?     173  by  110. 

Mr.  Pope.  I  think  he  said  111. 

Mr.  Scattergood.  Did  he?     I  beg  pardon  then. 

Answer.  Well,  I  haven't  got  that  multiplied  out  but — it  is  $19,280. 

By  Mr.  Scattergood  : 

Question.  Now,  that  would  be  the  outside  cost  as  you  estimate  it  of  the  entire 
season's  pumping? 

Answer.  That  is  for  the  average  year,  when  we  have  to  pump  all  of  that 
water. 

Question.  And  that  is  all  calculated  as  if  this  is  prime  power,  is  it,  primary, 
power? 

Answer.  That  is  calculated  at  1  mill. 

Question.  I  will  withdraw  that  question,  because  that  is  an  engineering 
question,  and  I  won't  ask  you  to  calculate  it.  But  that,  anyhow,  on  the  rate 
quoted,  is  what  it  would  amount  to  in  dollars  and  cents? 

Answer.  That  is  what  we  would  pay  for  the  power. 

Question.  And  even  that,  as  you  say,  you  believe  to  be  more  than  likely  too 
large  than  too  small? 
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Answer.  I  am  quite  sure  there  would  be  some  years  that  we  would  not  use 
any. 

Question.  Now,  does  this  study  that  you  refer  to  cover  the  overlap  of  the 
season  of  flow  in  the  river  and  the  necessity  of  water  for  irrigation  purposes? 

Answer.  I  don't  know  that  I  understand  you. 

Question.  My  question  is  directed  toward  the  amount  of  primary  power 
that  will  be  required  and  the  amount  that  can  be  taken  care  of  by  secondary 
power.  In  other  words,  part  of  this  irrigation  season  certainly  is  in  the  period 
when  there  will  be  so  much  water  going  to  waste  anyhow  that  it  can  be  used 
to  develop  secondary  power? 

Answer.  Well,  June,  July,  and  August  are  our  heavy  draft  months  and  that 
is  the  flood  period  in  the  stream  usually. 

Question.  So  that,  as  a  matter  of  fact,  the  most  of  the  season,  irrigation 
overlaps  with  the  big  flow  season  in  the  river? 

Answer.  I  would  say  it  does. 

Question.  I  don't  think  it  is  necessary  to  bring  from  this  witness  further 
development  of  the  exact  days  and  seasons,  because  that  will  be  a  matter  for 
study  by  the  Federal  Power  Commission. 

Mr.  Chairman,  the  other  day  Mr.  Cochrane  was  good  enough  to  come  to  me 
and  offer  a  little  prepared  exhibit  with  the  flow,  and  I  wondered  whether  he 
would  be  willing  now  or  later  to  put  that  into  the  record,  so  that  we  could 
use  it — so  that  the  commission  could  use  it. 

Mr.  Cochrane.  Yes. 

Mr.  ScATTEBGOOD.  Will  you  do  that  some  time? 

Mr.  Cochrane.  Yes. 

Mr.  ScATTERGOOD.  I  have  no  further  questions  of  this  witness. 

Mr.  Dixon.  Has  anyone  else  any  questions  of  this  witness? 

By  Mr.  Groeud: 

Question.  Mr.  Hanna,  how  long  have  you  been  with  the  department  as  an 
engineer?     I  didn't  get  your  testimony. 

Answer.  I  have  been  with  the  Indian  Irrigation  Service  since  1908. 

Question.  What  irrigation  districts  have  you  been  connected  with? 

Answer.  District  No.  3. 

Question.  What  districts  or  projects  are  embraced  within  district  No.  3? 

Answer.  The  Crow  irrigation  project,  Montana ;  Fort  Peck  irrigation  project, 
Montana ;  Fort  Belknap  irrigation  project,  Montana ;  Black  Feet  irrigation 
project,  Montana;  Flathead  irrigation  project,  Montana,  and  the  Wind  River 
irrigation  project,  Wyoming. 

Question.  How  long  have  you  been  connected  with  the  Crow  project,  Mr. 
Hanna? 

Answer.  Since  1915. 

Question.  Is  that  a  successful  irrigation  project,  Mr.  Hanna? 

Answer.  I  would  say  yes. 

Question.  And  is  to-day?    It  is  now  a  successful  irrigation  project? 

Answer.  Yes. 

Mr.  Pope.  That  is  objected  to  as  wholly  immaterial  here  and  irrelevant.  We 
have  got  six  of  them  now  to  go  into.  If  we  are  going  to  examine  six  projects^ 
it  is  going  to  take  a  long  time. 

Mr.  Grorud.  I  am  not  going  to  examine  six  projects  at  all.  He  has  qualified 
as  an  expert,  and  I  want  to  inquire  into  his  qualifications. 

Mr.  Dixon.  Let  him  go  ahead  and  answer. 

Answer.  Yes. 

By  Mr.  Gbobud: 

Question.  Now,  how  about  the  Fort  Peck  project?  Is  that  a  successful 
Irrigation  project? 

Answer.  It  is  not  a  very  successful  project. 

Question.  How  long  have  you  been  connected  with  the  Fort  Peck  Indian 
irrigation  project? 

Answer.  Our  service  took  that  project  over  in  March,  1924,  and  prior  to  that 
I  had  no  connection  with  it  whatever. 

Question.  Now,  with  reference  to  the  Fort  Belknap  project,  Is  that  a  success- 
ful Irrigation  project  now? 

Answer.  Not  particularly  so.  It  is  a  strictly  Indian  project.  There  are  no 
white  land  owners  on  that  project. 

Question.  And  with  reference  to  the  Black  Feet  irrigation  project,  Is  that  a 
successful  project? 
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Answer.  Not  particularly  from  a  financial  standpoint. 

Question.  How  long  have  you  been  connected  with  the  Black  Feet  project? 

Answer.  Since  March,  1924. 

Question.  What  are  your  duties  as  supervisor  of  Indian  projects? 

Answer.  Well,  they  are  quite  varied. 

Question.  Let  me  ask  you  if  it  is  not  part  of  your  duty  to  come  here  to 
Washington  and  appear  before  committees  of  Congress  for  the  purpose  of 
getting  appropriations? 

Answer.  It  is  not  one  of  my  regular  duties,  no. 

Question,  Have  you  been  before  committees  of  Congress? 

Answer.  I  have  been  called  in  some  three  or  four  times. 

Question.  Were  you  here  last  year? 

Answer,  No,  sir. 

Question.  In  1925? 

Answer,  No,  sir. 

Question,  Were  you  not  here  in  the  fall  of  1925? 

Answer,  Possibly.     I  don't  remember. 

Question.  I  will  call  your  attention  to  the  time  that  Mr.  Moody  and  yourself 
and  Mr,  E,  B.  Meritt,  Assistant  Commissioner  of  Indian  Affairs,  testified 
before  the  subcommittee  of  the  House,  Mr.  Cramton  being  chairman. 

Answer.  That  was  1925,  you  say? 

Question.  1925,  yes. 

Answer.  Perhaps  I  did.  I  don't  remember  the  exact  date.  It  was  either 
1925  or  1926. 

Question.  At  any  Tate,  you  have  been  here  several  times? 

Answer.  Yes, 

Qutstion,  Now,  have  you  ever  recommended  the  abandonment  of  the  Fort 
Peck  project? 

Answer  I  have  not. 

Question,  And  you  always  have  recommended  the  continuation  of  the  project? 

Mr.  Pope.  I  object,  if  your  honor  please.  I  can't  see  that  this  has  any  bearing 
on  the  issues  in  this  case. 

Mr.  Grorud.  Yes;  it  has  a  great  deal  of  bearing  on  his  testimony  as  an 
expert. 

Mr.  Dixon.  In  what  way? 

Mr.  Grorud,  Well,  as  to  his  qualifications.  He  tells  us  here  now  that  the 
Flathead  project  is  a  successful  irrigation  project  and  is  feasible. 

Mr.  Dixox.  Well,  let  him  go  ahead.     I  d^n't  see  myself  the  purpose  of  it. 

Answer,  When  I  happened  to  be  called  in  here  to  go  before  the  Appropriations 
Committee,  to  justify  a  request  for  funds  on  a  project,  a  Government  project  be- 
ing operated  by  the  Government,  and  certain  requests  having  been  made  for 
funds  on  the  project,  and  there  is  no  announcement  or  no  intention  of  abandon- 
ing the  project,  I  would  have  to  do  the  best  I  could  to  justify  the  request  for 
funds.  If  you  have  a  force  on  the  project  and  you  are  under  obligation  to 
operate  the  project,  you  must  have  funds  to  operate  it,  and  if  he  is  referring  to 
any  request  I  might  have  made  for  funds,  I  probably  made  them  under  those 
circumstances. 

By  Mr,  Grorud: 

Question.  You  made  request  for  funds  even  though  you  knew  that  some  of 
these  projects,  particularly  the  Fort  Peck,  Fort  Belknap,  Black  Feet,  were 
projects  that  were  not  feasible  and  should  be  abandoned? 

Answer,  That  is  your  statement,  not  mine, 

Mr,  Pope,  I  object,  if  the  Commission  please.  That  is  a  mere  repetition, 
and  in  the  second  place  it  is  wholly  irrelevant  and  immaterial  here,  because 
it  is  apparent  that  this  witiiess  is  not  constituted  the  authority  to  determine 
what  projects  should  be  prosecuted  and  what  shall  not.  He  has  answered  the 
question.  He  has  stated  that  in  case  the  Department  is  operating  a  project, 
they  have  to  have  funds  to  operate  it,  and  he  asked  for  these  funds, 

Mr,  Grorud,  And  even  though  the  projects  are  unfeasible? 

Mr.  Pope.  He  doesn't  determine  that. 

Mr,  Grorud,  Then  let  him  say  so. 

Mr,  Pope,  He  has  answered  that, 

Mr.  Grorud.  Did  he  say  yes? 

Mr.  Pope,  I  am  not  going  to  make  objection  that  takes  longer  than  the  testi- 
mony, but  it  seems  to  me  w^e  ought  to  stop  this  somewhere. 

Mr,  Dixon,  What  is  your  last  question,  Mr.  Grorud? 
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Mr.  Grorud.  I  asked  him  if,  even  though  these  projects  are  unfeasible,  he 
would  still  ask  for  appropriations  for  the  continuance  of  the  project. 

Mr.  Dixon.  You  can  answer. 

Answer.  I  have  already  stated  that,  under  the  circumstances  that  existed  on 
the  Fort  Peck  project,  I  would  ask  for  them. 

,    By  Mr.  Groeud  : 

Question.  Now,  referring  to  the  exhibit  just  introduced  by  Mr.  Pope,  are  you 
quite  familiar  with  those  exhibits,  Mr.  Hanna? 

Answer.  Not  with  all  of  them. 

Question.  Well,  generally? 

Answer.  I  wouldn't  say  generally  with  those,  because  those  are  old  Reclama- 
tion Service  records  before  I  had  anything  to  do  with  the  projects. 

Question.  Can  you  find  in  any  place  in  those  exhibits  where  power  was 
promised  for  any  purpose  other  than  pumping? 

Answer.  I  haven't  examined  the  exhibits.     I  don't  know. 

Question.  You  don't  know?  And  you  don't  know  whether  or  not  any  power 
was  promised  for  less  than  cost? 

Answer.  Well,  these  exhibits  are  Flathead  reclamation  project  records.  They 
never  expected  to  get  any  for  less  than  cost  at  the  time  this  was  proposed.  They 
proposed  to  build  a  plant. 

Question.  You  also  know,  do  you  not,  that  any  appropriation  for  the  irriga- 
tion districts  or  projects  on  Indian  reservations  prior  to  August  1,  1914,  were 
gratuitious,  don't  you? 

Mr.  Pope.  That  is  objected  to  because  it  is  asking  the  witness  a  question 
about  the  law. 

Mr.  Grorud.  I  asked  him  if  he  doesn't  know  it.    He  can  say  yes  or  no. 

Mr.  Pope.  I  will  determine  whether  he  knows  the  law  or  not,  because  it  is 
not  a  statement  of  the  law  anyhow  with  respect  to  the  Flathead  project,  because 
prior  to  1914  the  Flathead  project  was  built  with  funds  reimbursible  out  of 
tribal  funds.    That  is  the  law. 

Mr.  Grorud.  That  is  not  the  law,  Mr.  Pope. 

Mr.  Pope.  Well,  you  can  read  it.  I  object  to  asking  this  question  of  this 
witness. 

Mr.  Dixon.  What  was  your  question? 

Mr.  Grorud.  Will  you  read  it? 

(The  reporter  read  the  question  as  follows:) 

"  Question.  You  also  know,  do  you  not,  that  any  appropriation  for  the 
irrigation  districts  or  projects  on  Indian  reservations  prior  to  August  1,  1914, 
were  gratuitous,  don't  you?  " 

Mr.  Dixon.  Well,  the  law  speaks  for  itself ;  not  his  interpretation. 

Mr.  Grorud.  I  am  asking  if  he  knows  it. 

Mr,  Dixon.  All  right,  ask  him  the  question.  You  can  answer. 

Answer.  I  am  not  qualified  to  answer  a  legal  question  of  that  sort  in  the 
first  place,  but  I  will  say  that  it  is  my  understanding  that  there  were  projects 
where  the  funds  were  not  gratuitous,  prior  to  1914. 

By  Mr.  Grorud: 

Question.  Do  you  know  Mr.  F.  H.  Newell? 

Answer.  Well,  I  know  who  Mr.  Newell  is ;  yes. 

Question.  He  had  some  connection  with  the  Flathead  project,  did  he  not? 

Answer.  Yes. 

Question.  I  want  to  read  to  you  a  part  of  Mr.  Newell's  testimony  which  was 
given  before  the  subcommittee  of  the  House. 

Mr.  Pope.  I  object  to  the  reading  of  any  testimony  given  before  any  sub- 
committee or  any  other  committee. 

Mr.  (iROBUD.  I  will  ask  him  if  he  agrees  with  the  testimony;  that  is  all. 
I  think  that  is  proper. 

Mr.  Pope.  No;  I  submit  that  that  is  not  a  proper  way  to  attempt  to  get  in  testi- 
mony of  a  witness.  If  you  want  tlie  testimcmy  of  Mr.  Newell,  there  he  sits  right 
now  and  you  can  call  him  as  a  witness.  I  object  to  the  reading  into  this  record 
of  testimony  taken  before  a  congressional  committee.  We  have  all  of  us 
appeared  before  congressional  committees.  Whether  the  testimony  is  of  any 
value  or  not  is  very  doubtful. 

Mr.  Grorud.  In  connection  with  some  of  the  exhibits — 

Mr.  Dixon.  Objection  sustained.  What  Mr.  Newell  said  before  a  congres- 
sional committee  15  years  ago  Is  not  material  here  now. 
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Mr.  Grorud.  Certainly,  but  I  want  to  ask  him  if  he  agrees  with  his  opinion 
of  the  district,  or  the  project. 

Mr.  Pope,  If  counsel  wants  to  find  out  the  opinion  of  this  witness  he  can 
ask  him  if  such  and  such  is  the  fact,  or  such  and  such  is  his  opinion,  but  I 
object  to  the  reading  of  anything  that  purports  to  be  testimony  out  of  a 
record  not  sworn  to,  and  without  any  witness  being  on  the  stand. 

Mr.  Dixon.  Objection  sustained. 

By  Mr.  Grorud  : 

Question.  Mr.  Hanna,  you  were  present  here  in  Washington  about  the  17th 
day  of  February,  1927,  were  you  not? 

Answer.  I  believe  so. 

Question.  And  you  were  in  several  conferences  with  Mr.  Kerr  of  theT  Rocky 
Mountain  Power  Co.  and  other  department  officials  and  engineers? 

Answer.  Yes. 

Question.  You  were  a  party  to  a  request  that  in  substance — I  refer  now  to 
your  Exliibit  No.  18 — that  is,  Mr.  Pope's  Exhibit  No.  13 — when  a  proposal  w^as 
submitted  to  the  department  in  which  the  Rocky  Mountain  Power  Co.  pro- 
posed to  pay  $1  i^er  horsepower,  and  the  proceeds  to  be  divided  substantially 
one-third  to  the  Indians  and  two-thirds  for  other  purposes? 

Answer.  You  ask  if  I  was  a  party  to  that  contract? 

Question.  No ;  a  party  to  the  conference  and  the  request. 

Answer.  I  attended  some  conferences  when  such  matters  were  discussed ;  yes. 

Question.  Did  you  request  that  that  clause  be  inserted  in  the  memorandum? 

Answer.  I  did  not. 

Question.  Do  you  know  who  did? 

Answer.  No.  There  were  a  number  of  conferences  that  I  did  not  attend 
during  the  time  I  was  In  Washington. 

Question.  Well,  was  it  your  idea,  then,  and  is  it  now  that  two-thirds  of  the 
proceeds  should  be  taken  away  from  the  Indians  in  the  development  of  these 
power  sites? 

Mr.  Pope.  Objected  to  as  wholly  irrelevant  and  immaterial  as  to  what  this 
witness'  idea  is  as  to  what  disposition  should  be  made  of  the  amounts  to  be 
paid  as  rentals  for  the  use  of  this  land,  the  acts  of  Congress  having  fixed  and 
determined  that  matter ;  and  if  there  is  anything  to  be  decided  by  this  com- 
mission with  respect  to  the  cohipensation  to  be  paid  the  Indians,  it  is  within 
the  discretion  of  the  commission  and  the  Secretary  of  the  Interior,  and  a  ques- 
tion upon  which  this  witness  can  not  be  required  to  give  an  opinion.  His  opinion 
would  be  immaterial. 

Mr.  Grorud.  I  want  to  know  how  he  arrived  at  that  position.  That  is  the 
purpose  of  this  question. 

Mr.  Pope.  I  submit  that  that  has  nothing  to  do  with  the  issues  here. 

Mr.  Dixon.  And  you  object  to  that?    Objection  sustained,  Mr.  Grorud. 

By  Mr.  Grorud: 

Question.  Do  you  know  anything  about  the  report  that  was  made  to  the 
Secretary  of  the  Interior  in  1927  by  Mr.  Porter  J.  Preston  and  Charles  A. 
Engel? 

Answer.  I  have  heard  there  was  such  a  report ;  yes. 

Question.  Do  you  know  Mr.  Preston? 

Answer.  Yes. 

Question.  Do  you  know  Mr.  Engel? 

Answer.  Yes. 

Question.  They  are  considered  competent  engineers,  are  they  not? 

Answer.  I  don't  know  what  their  reputation  is  as  engineers. 

Question.  You  know,  of  course,  that  they  did  make  investigations  on  the 
various  Indian  irrigation  districts  in  Montana? 

Answer.  Yes ;  they  made  some  investigations. 

Question.  I  will  ask  you,  first,  if  you  know  of  any  comprehensive  investiga- 
tion that  has  ever  been  made  of  the  soil  and  other  elements  in  regard  to  the 
Flathead  irrigation  project. 

Answer.  You  say,  do  I  know? 

Question.  Yes. 

Answer.  Yes. 

Question.  When  was  it  made? 

Answer.  It  is  being  made  right  now.     It  is  still  in  progress. 

Question.  It  is  not  completed,  is  it? 
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Answer.  I  think  the  soil  survey  is  completed  but  has  not  been  reported  yet. 
Classification  of  the  land  is  now  in  progress. 

Question.  I  will  read  you  a  paragraph  from  the  report  of  Porter  J.  Preston 
and  Charles  A.  Engel,  dated  June,  1928,  and  ask  you  whether  or  not  you  agree 
with  the  conclusions  reached  by  these  engineers.  I  am  reading  from  page  1  of 
the  irrigation — it  refers  to  irrigation  on  the  Fort  Belknap  reservation,  Montana. 

Mr.  Pope.  I  object  to  the  reading  of  a  report  about  the  Fort  Belknap  reserva- 
tion in  Montana,  for  the  reason  that  it  is  immaterial,  irrelevant,  and  not 
competent. 

Mr.  Dixon.  Objection  sustained. 

By  Mr.  Grokud: 

Question.  I  will  ask  you  whether  or  not  the  Fort  Peck  project  has  been 
recommended  to  Congress  in  the  last  year  or  so  to  be  abandoned? 

Mr.  Pope.  I  object  to  that  as  immaterial. 

Mr.  Grorud.  It  goes  to  his  qualifications. 

Mr.  Dixon.  I  don't  see  what  that  has  to  do  with  the  Flathead. 

Mr.  Grorud.  No;  but  he  qualified  as  an  expeit.  He  tells  us  here  now  that 
the  Flathead  irrigation  district  is  a  feasible  district  or  project. 

Mr.  DixoN.  The  Flathead? 

Mr.  Grorud.  Yes. 

Mr.  Dixon.  You  are  asking  about  Fort  Peck? 

Mr.  Grorud.  Yes.    He  also  has  charge  of  the  Fort  Peck  project. 

Mr.  Pope.  I  think  he  has  answered  that  it  was  not  a  very  feasible  one.  I 
don't  know  what  his  answer  was  on  that. 

Mr.  Dixon.  Let  him  answer. 

By  Mr.  Grorud: 
Question.  I  am  asking  him  if  he  knows  whether  this  has  been  recommended  to 
Congress  to  be  abandoned. 
Answer.  I  heard  of  some  such  recommendations ;  yes. 
Question.  And  the  same  thing  with  reference  to  the  Black  Feet  project? 
Mr.  Pope.  Objected  to  as  wholly  immaterial  and  irrelevant. 
Mr.  Dixon.  Objection  sustained. 

By  Mr.  Grorud: 

Question.  Now,  with  reference  to  the  Flathead  project,.  I  will  read  from  the 
report  of  Mr.  Preston  and  Mr.  Engel 

Mr.  Pope.  We  object  to  the  reading  of  any  report. 

Mr.  Groeud  (continuing).  And  see  if  you  agree  with  the  conclusions  reached 
"by  these  two  engineers. 

Mr.  Pope.  We  object  to  the  reading  into  the  evidence  of  reports,  on  the 
ground  that  it  is  incompetent  and  that  no  foundation  has  been  laid.  The  rules 
of  this  commission  with  respect  to  hearings  of  this  kind  provide  that  the  hear- 
ings shall  be  had  upon  the  testimony  of  witnesses  who  have  knowledge  of  the 
facts  with  respect  to  which  they  purport  to  testify.  Now,  we  could  have 
brought  in  here  affidavits  of  a  large  number  of  persons  who  reside  on  the 
Flathead  Reservation,  and  we  could  have  brought  in  written  reports  of  all 
kinds,  but  we  haven't  done  that.  We  have  confined  ourselves  to  the  bringing 
here  of  witnesses  competent  to  testify.  We  brought  Mr.  Swenson  from  Twin 
Falls;  Mr.  Hanna  we  have  arranged  to  have  brought  on  here  from  Montana 
to  testify  as  to  these  facts.  Now,  to  read  into  this  record  what  purports  to  be 
a  report  of  somebody  to  some  one  else  is  just  bringing  on  here  matters  about 
which  we  would  have  no  opportunity  to  cross  examine.  If  these  men  were 
present  and  took  the  stand,  we  would  have  no  objection  to  their  testifying,  but 
to  put  in  an  ex-parte  statement  of  that  kind  is  just  merely  hearsay.  It  is  not 
anything  else.  If  this  case  is  to  be  tried  upon  the  rules  of  the  commission,  this 
is  absolutely  incompetent  testimony. 

Mr.  Dixon.  Objection  sustained. 

Mr.  Grorud.  I  am  not  trying  to  read  anything  into  the  record  at  all;  I  want 
to  know  whether  he  agrees  with  the  conclusions  reached  by  other  engineers, 
competent  engineers. 

Mr.  Pope.  We  object  to  that  statement. 

Mr.  Grobud.  And  in  a  report  which  has  been  filed  with  the  Secretary  of  the 
Interior,  a  recommendation  to  the  Secretary  of  the  Interior,  and  I  want  to 
know  if  this  witness  agrees  with  the  conclusions  reached  in  an  official  report. 
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Mr.  Pope,  I  have  no  objection  to  counsel  asking  the  witness  any  kind  of 
leading  question  he  wants  to  ask,  but  at  the  same  time  I  object  to  his  attempt- 
ing by  that  means  or  device  to  get  into  this  record  something  that  purports  to 
be  a  report  without  any  foundation  being  laid  or  on  what  basis  the  report  was 
made,  or  who  it  was,  or  submitting  the  person  to  cross-examination.  We  object 
to  that. 

Mr,  Grorud,  Without  referring  to  the  report,  I  will  ask  him  if  he  agrees 
with  this  statement. 

Mr.  Dixon,  Now,  Mr.  Grorud,  we  are  not  going  to  read  into  this  evidence 
a  lot  of  reports  and  statements  of  people  who  are  not  here,  not  subject  to  cross- 
examination.  You  can  ask  the  witness  whether  or  not  he  believes  the  Blackfoot 
Indian  irrigation  project  is  feasible,  and  then  you  can  impeach  his  testimony 
if  it  doesn't  agree  with  your  own  side  of  the  case. 

Mr,  Grorud.  All  right. 

Question,  With  reference  to  the  Flathead — I  take  it  he  has  already  testified 
that  the  Flathead  irrigation  project  is  feasible. 

Now,  Mr.  Hanna,  I  will  ask  you  if  you  agree  with  this  statement : 

First,  that  as  a  basis  on  which  to  work  out  the  problems  of  this  project  there 
should  be  an  accurate  and  definite  determination  of  the  productive  irrigable 
lands  that  are  to  be  included  in  the  project ;  such  determination  to  be  based  on 
the  results  of  a  careful,  thorough  survey  and  classification ;  a  thorough  study 
of  the  productivity  and  water  requirement  of  the  various  soil  types ;  an  investi- 
gation and  study  of  the  economic  necessity  and  feasibility  of  irrigation  for 
some  lands  as  opposed  to  dry  farming;  an  exhaustive  investigation  and  deter- 
mination of  available  water  supply  and  a  comprehensive  report  of  estimated 
cost  of  completing  the  project,  including  necessary  storage,  drainage,  additional 
canals  and  laternals,  and  all  other  necessary  features. 

Do  you  agree  with  that  statement,  Mr.  Hanna? 

Answer,  That  is  a  long  statement  to  agree  to  all  at  once. 

Question.  Well,  do  you  agree  with  the  statement  that  as  a  basis  on  which 
to  work  out  the  problems  of  this  project  there  should  be  an  accurate  and 
definite  determination  of  the  productive  irrigable  lands  that  are  to  be  included 
in  the  project? 

Answer.  I  have  already  told  you  that  that  is  being  done  right  at  the  present 
time.  The  project  has  gotten  beyond  the  stage  of  asking  for  the  things  that 
you  listed  there.  We  have  a  project  on  the  Flathead  where  there  is  now 
about  one-fourth  of  the  land  in  cultivation  and  farmed  by  irrigation  methods. 
We  are  getting  crop  returns  around  $700,000  a  year  from  that  small  part  of 
it.  If  anybody  can  come  in  and  say  that  that  is  not  a  feasible  project,  that 
is  what  they  will  have  to  contend  with. 

Question.  That  the  soil  survey  and  classification  recommended  in  the  fore- 
going be  made  by  skilled  and  experienced  soil  experts  of  the  Department  of 
Agriculture,     Has  that  been  done? 

Answer.  There  was  a  soil  survey  made  this  past  summer. 

Question,  Who  made  the  soil  survey? 

Answer.  It  was  made  by  a  Department  of  Agriculture  expert  and  by  a 
Montana  State  exi)ert. 

Question.  That  the  engineering  investigations  and  studies  to  determine  the 
economic  feasibility  of  completing  the  project  be  made  by  a  thoroughly  well 
qualified  and  experienced  irrigation  engineer  who  heretofore  has  not  in  any 
way  been  connected  with  the  project.    Was  that  done  or  has  that  been  done? 

Answer.  There  have  been  a  great  many  studies  of  the  engineering  problems 
made. 

Question,  By  a  qualified  engineer  that  has  never  been  connected  w^ith  the 
project? 

Answer.  I  think  in  some  cases,  yes ;  but  largely  by  the  Reclamation  Service 
engineers. 

Question,  Do  you  know  who? 

Answer,  You  stated  "  qualified  engineers."     I  made  one  investigation  myself. 

Question,  But  you  have  been  connected  with  the  project. 

Answer,  I  was  not  at  that  time. 

Question,  When  did  you  make  that  investigation? 

Answer.  In  1924. 

Question.  I  know,  but  this  report  was  made  in  1927. 

Mr,  Dixon,  But  you  are  asking  him  your  own  question  couched  in  the  words 
of  something  you  are  reading  from. 
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By  Mr.  Grorud: 

Question.  Do  you  know  of  any  investigation  that  has  been  made  on  the  Flat- 
head project  by  an  engineer  who  has  not  been  connected  with  the  project? 

Answer.  I  do  not  know  any  recently. 

Question.  That  the  investigations  and  studies  suggested  in  the  preceding 
recommendations  be  made  under  the  general  direction  of  a  board  of  not  less 
than  three  consulting  engineers  of  wide  experience  in  irrigation  work,  who  shall 
finally  review  all  the  data  and  prepare  a  report,  with  recommendations  and 
estimated  costs  for  completing  the  project.    Has  that  been  done? 

Answer.  That  report  you  have  thesre  purports  to  do  something  of  that  sort, 
doesn't  it?    I  don't  know  any  other  investigation  by  a  board  of  engineers. 

Question.  That  pending  the  completion  of  the  investigations  and  report  pro- 
vided for  in  the  foregoing  recommendations,  all  construction  work,  extensions 
and  permanent  improvement  work  to  be  suspended.     Do  you  agree  with  that? 

Answer.  I  do  not  agree  with  it. 

Question.  That  the  gravelly  and  other  lands  requiring  excessive  quantities  of 
water  should  be  eliminated  from  the  project,  and  the  water  applied  to  the  better 
lands  where  higher  eflSciency  can  be  secured.  Do  you  agree  with  that,  Mr. 
Hanna  ? 

Answer.  What  kind  of  land? 

Question.  Gravelly. 

Answer.  I  do  not  agree  with  it.  Much  of  that  land  is  in  cultivation  and 
raising  fine  crops  right  now. 

Question.  Whereabouts? 

Answer.  A  considerable  amount  of  the  Moiese  and  a  considerable  amount 
around  Pablo,  some  in  the  Jocko. 

Question.  That  with  an  average  crop  return  of  less  than  $20  per  acre, 
pumping  for  irrigation  of  any  part  of  the  project  is  not  economically  feasible 
under  present  conditions. 

Answer.  I  do  not  agree  wath  that. 

Question.  That  the  project  area  should  be  reduced  to  the  acreage  that  can 
safely  be  served  from  the  water  supply  available  without  pumping,  at  least 
until  such  time  as  the  project  yields  much  higher  crop  returns  than  at  present. 
Do  you  agree  with  that? 

Answer.  No,  sir. 

Question.  That  with  pumping  eliminated  for  the  present,  no  consideration 
should  at  this  time  be  given  to  the  construction  of  an  electric  transmission 
system  financed  with  Government  money,  to  serve  the  water  users  electric 
power,  as  the  present  widely  scattered  population  and  the  small  power  market 
will  not  justify  such  an  expenditure.     Do  you  agree  with  that? 

Answer.  We  are  not  doing  that.  We  haven't  started  any  power-line  con- 
struction. 

Question.     Tlien  you  do  agree  with  that,  then? 

Answer.  No ;  not  necessarily. 

Mr.  Dixon.  Are  .you  protesting  against  the  completion  of  the  Flathead  irriga- 
tion project  as  attorney  for  the  Flathead  Tribal  Council,  Mr.  Grorud? 

Mr.  Groeud.  I  certainly  am  opposed  to  taking  any  power  that  would  result 
in  loss  to  the  Flathead  Indians  for  pumping  purposes. 

Mr.  Dixon.  Are  you  in  opposition  to  the  completion  of  the  Flathead  project? 

Mr.  Groeud.  We  are  if  it  takes  any — if  we  are  to  suffer  any  loss  from  any 
rentals  that  we  may  receive  from  the  development. 

Mr.  pixoN.  The  Indian  doesn't  want  his  land  irrigated  if  he  has  to  pay  any- 
body for  it? 

Mr.  Grorud.  I  thirtk  under  the  law  he  Is  entitled  to  the  water. 

Mr.  Dixon.  Is  he  entitled  to  have  his  land  irrigated  without  participating  in 
the  cost? 

Mr.  Grorud.  Yes,  sir ;  under  the  law  he  is. 

Mr.  Dixon.  That  is  your  attitude. 

Mr.  Grorud.  Well,  that  is  the  law. 

Mr.  Pope.  It  is  not  the  law.  It  is  counsel's  contention  that  tliat  is  what  the 
law  says. 

Mr.  Grorud.  We  contend  that  Is  the  law. 

Mr.  Pope,  Of  course,  if  the  commission  please,  we  are  going  pretty  far  afield 
when  we  go  into  this  question  of  whether  the  project  should  he  abandoned  or 
whether  It  should  be  completed,  because  Congress  settles  that  sort  of  thing. 
Within  the  last  few  years  a  very  definite  step  has  been  taken  by  Congress. 
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For  many  year^  the  appropriations  were  small,  just  about  enough  to  carry  on 
operation  and  maintenance,  but  since  1926  the  congressional  determination  to 
complete  this  project,  has  been  manifested.  The  repayment  contracts  have  been 
directed  to  be  executed,  ami  have  been  executed,  and  substantial  appropriations 
have  been  made,  and  constructioli  work  begun,  and  a  very  c(msiderable  amount 
of  construction  work  is  going  on  now,  I  believe  something  like  $220,000  being 
spent  during  the  present  fiscal  year  in  completion  of  the  gi-avity  system.  This 
is  all  a  matter  of  law.  The  matter  that  counsel  is  now  debating  has  to  do,  of 
course,  with  congressional  policy,  and  might  well  be  directed  to  a  committee  of 
Congress,  but  so  far  as  this  commission  is  concerned,  the  Congress  has  mani- 
fested its  determination  to  go  ahead,  and  has  actually  appropriated  the  money 
for  the  power  distributing  system,  which  it  has  just  this  last  March  made 
available  when  this  license  shall  issue.  So  it  seems  to  me  that  we  are  rather 
going  afield.  I  am  not  going  to  make  objections,  as  I  say,  if  he  can  get  this 
thing  through  within^  reasonable  time. 

Mr.  Grorud.  There  should  not  be  any  battle  at  all  between  the  irrigation 
district  and  the  successful  licensee,  but  inasmuch  as  they  went  into  it  we  have 
to  go  into  it. 

Mr.  Dixon.  You  w^ant  the  Flathead  turned  back  to  the  Indians  barren  as  it 
was  originally,  Mr.  Grorud?     Is  that  your  attitude? 

Mr.  Grorud.  That  is  not  the  question.  Of  course,  I  think  that  the  Indians, 
so  far  as  the  Indians  are  concerned,  they  were  much  better  off  than  they  are 
to-day. 

Mr.  Dixon.  You  don't  want  the  Flathead  country  irrigated? 

Mr.  Grorud.  We  want  it  a^ccording  to  law:  yes;  certainly.  I  think  it  is  a 
vested  right  that  the  Indian  has  that  his  land  should  be  irrigated  free  c' 
charge. 

Mr.  Dixon.  Does  the  Indian  stand  in  a  special  status  regarding  the  Govern- 
ment as  against  the  white  people  in  the  country  that  he  should  be  given  free 
irrigated  lands  as  against  the  whites? 

Mr.  Grorud.  When  Congress  says  that  the  Government  will  do  it,  I  think 
that  the  Indians  are  entitled  to  it,  and  I  think  that  is  part  of  the  consideration 
in  opening  the  Flathead  Reservation. 

Mr.  Ely.  Mr.  Grorud,  if  this  examination  is  directed  toward  showing  the  non- 
feasibility  of  completing  the  project,  I  think  that  is  a  question  that  Is  not 
before  this  commission,  and  one  that  there  is  no  object  in  us  going  into,  because 
we  can't  decide  it. 

Mr,  Grorud.  As  to  pumping,  there  is  no  necessity  for  pumping  at  this  time, 
and  never  will  be. 

Mr.  Ely.  If  Congress  makes  appropriation  and  provides  the  power  for  pump- 
ing, or  for  completion  of  the  project  on  a  pumping  basis,  there  is  nothing  we 
can  do  about  that. 

Mr.  Grorud.  I  know,  but  then  it  must  be  recommended  to  Congress,  and  I 
don't  think  Congress  will  take  away  the  property  of  the  Indians. 

Mr.  Ely.  The  argument  should  be  directed  to  a  committee  of  Congress  rather 
than  indirectly  to  this  commission. 

Mr.  Grorud.  I  think  it  is  within  the  discretion  of  the  Secretary  of  the  In- 
terior. We  contend  that  this  should  not  be  made  a  part  of  a  proposal  or  part 
of  the  application  for  development  of  power,  but  inasmuch  as  it  has  been  in- 
jected here,  and  exhibits  introduced 

Mr.  Ely  (interposing).  I  am  at  a  loss  to  see  the  relevancy  of  that  suggestion. 
We  have  got  to  get  through  with  this  record  sometime. 

Mr.  Dixon.  I  shall  have  to  rule  that  this  is  not  pertinent  to  the  hearing. 
If  you  care  to  you  can  make  the  tender  and  let  it  be  overruled.  Make  the 
tender  of  what  you  want  to  prove.  Congress  is  the  final  power  and  Congress 
is  already  going  ahead  with  this  work. 

The  Witness.  Mr.  Secretary,  I  would  like  to  make  a  little  statement. 

Mr.  Dixon.  Go  ahead.     The  witness  wants  to  make  an  explanatory  statement. 

The  Witness.  Mr.  Grorud  seems  to  be  assuming  that  1  am  not  working  for 
the  Indians 

Mr.  Grorud  (interposing).  Pardon  me,  what  was  that? 

The  Witness.  You  seem  to  be  assuming  that  I  am  not  working  for  the  inter- 
ests of  the  Indians.  I  have  a  sort  of  a  peculiar  responsibility  here.  As  an 
oflSc-er  of  the  department  I  am  directly  charged  with  the  collection  of  irrigation 
assessments  on  this  irrigation  project  out  here.  In  addition  to  the  other  inter- 
ests of  the  Indians  I  nm  charged  with  the  responsibility  of  collecting  these  irri- 
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gation  assessments,  and  anything  of  this  sort  that  apparently  is  for  the  benefit 
of  the  project  could  not  very  well  be  opposed  by  me.  And  furthermore,  Mr. 
Grorud  is  "completely  overlooking  the  fact  that  any  benefit  the  project  gets 
from  this  power  development  will  benefit  the  Indians  almost  equally  as  much 
as  the  rental  that  goes  to  the  tribe.  And  I  make  that  statement  for  the  reason 
that  of  the  ultimate  irrigable  area  of  124,500  acres  there  are  463  trust  patent 
Indian  allotments,  containing  22,862  acres;  and  24  fee  patent  Indians  allot- 
ments containing  1,750  acres,  and  the  balance  of  that  tract  is  white-owned 
land  or  State  land.  There  are  some  few  thousand  acres  of  State  land  within 
the  boundaries  of  the  project.  That  shows  still  an  Indian  ownership — that  is 
an  ownership  recheck  made  in  October  of  this  year,  which  brings  it  right  up 
to  date — that  figures  19.77  per  cent  of  the  ultimate  irrigable  area  of  the  project 
in  Indian  ownership  right  now,  and  all  of  these  owners  will  certainly  get  some 
benefit  if  the  project  people  get  any  benefit. 

And  furthermore,  it  is  not  only  this  487  Indian  allotments  that  will  be 
benefited,  but  I  contend  that  practically  every  Indian  on  the  reservation  will 
be  benefited  by  any  benefit  that  accrues  to  the  owners  of  this  irrigable  land, 
by  reason  of  the  fact  that  there  are  family  relations  and  heirship  relations  and 
Individual  ownerships.  So  I  should  think  it  would  be  to  Mr.  Grorud's  interest 
to  uphold  project  interests  as  well  as  straight  tribal  interests.  He  seems  to 
have  overlooked  that  fact  entirely. 

By  Mr.  Grorud: 

Question.  Mr.  Hanna,  have  you  ever  considered  the  proposition  of  charging 
off  the  excessive  cost  of  construction?  ^ 

Answer.  I  didn't  get  your  question. 

Question.  Have  you  ever  considered  the  proposition  of  charging  off  excessive 
cost  for  construction? 

Answer.  I  have  not,  no. 

Question.  Don't  jou  think  that  that  would  be  the  proper  way  to  get  at  this, 
to  have  the  excessive  cost  charged  off? 

Mr.  Pope.  If  the  commission  please,  I  object  to  that  because  Congress  has 
by  its  legislation  of  May  10,  1926,  specifically  provided  that  all  of  the  costs  of 
construction  shall  be  covered  by  repayment  contracts  chargeable  proportion- 
ately against  the  entire  irrigable  area  within  the  project.  This  matter  that  is 
now  suggested  might  very  properly  be  suggested  to  a  committee  of  Congress, 
but  this  commission  has  nothing  to  do  with  that,  in  the  face  of  the  express 
provisions  of  the  existing  legislation. 

Mr.  Dixon.  We  are  not  going  into  that  inquiry  here,  Mr.  Grorud.  The 
objection  is  sustained. 

Mr.  Grobud.  At  the  cost  of  the  Indians — ^that  is,  the  cost  of  $125  per  acre 
on  the  Camas  division,  for  instance. 

Mr.  Dixon.  ^Congress  has  already  legislated,  and  any  observations  of  ours  as 
to  what  Congress  should  have  done  are  wholly  futile. 

Mr.  Grorud.  Well,  has  Congress  legislated  that  a  certain  proportion  of  the 
rentals  from  the  development  of  the  site  should  go  to  pay  excessive  construction 
costs? 

Mr.  Pope.  Congress  has  legislated  that  a  power  distributing  system  shall 
be  provided  upon  this  project,  and  that  the  profits  from  that  power  distributing 
system  shall  be  used  to  apply  upon  the  excess  cost  on  the  Camas  division. 

Mr.  DixoN.  And  that  is  the  act  of  Congress  under  which  this  hearing  is  being 
held. 

Mr.  Grorud.  I  fail  to  see  it.  It  is  within  the  discretion  of  the  Secretary  of 
the  Interior.  Now,  he  can  say  right  to-day  that  this  is  not  a  feasible  proposition 
and  it  will  not  be  available. 

Mr.  Dixon.  But  that,  Mr.  Grorud,  is  not  your  proper  procedure.  You  should 
present  that  in  your  brief  to  the  commission  and  to  the  Secretary.  We  are 
taking  testimony,  and  matters  of  policy  will  be  determined  later. 

By  Mr,  Gbobud: 

Question.  The  matter  of  acreage  coming  under  the  irrigation  unit,  and  so 
forth,  are  those  figures  reliable,  do  you  know? 
•    Answer.  I  think  they  are  fairly  reliable. 

Question.  Hasn't  it  been  the  tendency  of  these  irrigation  managers  to  re- 
port a  large  acreage  In  order  to  arrive  at  unit  costs? 

Answer.  You  are  quoting  from  Mr.  Preston's  and  Mr.  Engel's  stuff  now. 
I  don't  agree  with  that  at  all. 

Question.  You  don't  agree  with  that? 

Answer.  No. 
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Question.  Now,  the  North  Pablo  Reservoir  was  abandoned,  was  it  not? 

Answer.  I  believe  it  was  abandoned.  That  was  when  the  Reclamation  Service 
had  charge  of  the  project. 

Question.  Isn't  that  one  of  the  reservoirs  mentioned  ki  some  of  your  exhibits, 
Mr.  Pope? 

Mr.  Pope.  I  think  not.  Mr.  Hanna  can  tell.  Is  the  Pablo  Reservoir  men- 
tioned in  those  exhibits? 

Answer.  There  were  two  reservoirs  contemplated,  and  there  was  a  small  one 
that  they  abandoned,  and  the  large  one  was  kept. 

By  Mr.  Grortjd  : 

Question.  I  think  it  is  designated  as  the  Poison  Reserv^oir  in  the  exhibit,  a 
mile  and  a  half  south  of  Poison. 

Answer.  That  is  an  entirely  different  reservoir. 

Mr.  Dixon.  They  found  that  the  first  reservoir  at  Pablo  would  not  hold 
water  and  they  moVed  it  over.     Isn't  that  the  genesis  of  it? 

Mr.  Gkorud.  I  think  not  Mr.  Secretary. 

By  Mr.  Grorud  : 

Question.  Isn't  it  a  fact  that  the  North  Pablo  Reservoir  was  abandoned  in 
1916  on  account  of  excessive  loss  through  the  bottom,  as  a  result  of  sink  holes, 
and  the  Pablo  Feeder  Ciuial,  which  emptied  into  the  North  Pablo  Reservoir? 

Answer.  I  don't  know  the  date,  but  it  is  my  understanding  that  it  was 
abandoned  because  it  would  not  hold  water. 

Question.  What  portion  of  the  irrigable  lands  were  allotted  to  the  Indians, 
do  you  know? 

Answer.  I  can't  give  you  the  figures. 

Question.  Would  you  say  60  per  cent? 

Answer.  I  wouldn't  say  at  all. 

Question.  If  Engle  and  Preston  say  it  is  about  60  per  cent,  would  you  dis- 
agree with  that? 

Answer.  No ;  I  wouldn't  disagree  with  it.     I  don't  know. 

Question.  Now,  the  success  of  the  project  w^ould  depend  largely  on  the  class 
of  farmers,  would  it  not,  or  the  kind  of  farmers? 

Answer.  It  would  depend  somewhat  on  that ;  yes. 

Question.  You  heard  Mr.  Swenson  testify.  I  think  that  is  what  he  stated, 
was  it  not? 

Answer.  Something  to  that  effect,  probably. 

Question.  If  50  or  60  per  cent  of  those  farmers  are  Indians,  do  you  consider 
the  Indians  on  an  average  good  farmers  on  the  project? 

Answer.  Not  on  an  average,  but  there  are  a  number  on  Flathead  that  are 
good  farmers. 

Question.  But  would  it  be  necessary  to  supplant  these  Indian  farmers  by 
white  farmers  in  order  to  make  full  development  of  the  irrigation  district? 

Answer.  No;  you  don't  have  to  do  that. 

Question.  Do  you  have  to  supplant  any  of  them? 

Answer.  I  don't  think  so. 

Question.  And  you  think,  then,  if  50  per  cent  of  the  farmers  on  the  project 
are  Indian  farmers,  or  a  poor  class  of  farmers,  it  still  would  be  a  feasible 
proposition  and  successful? 

Answer.  I  don't  get  your  question. 

Question.  If  the  farmers  on  the  irrigation  district — if  .50  per  cent  of  them 
are  Indian  farmers,  you  still  say  that  it  is  a  successful  irrigation  project,  so 
long  as  those  Indians  are  farming? 

Answer.  There  are  not  50  per  cent  of  them  Indian  farmers,  but  even  under 
such  conditions  as  you  mention,  I  think  it  should  be  a  success. 

Question.  So  it  would  not  be  necessary  to  remove  the  Indians  in  order  to 
make  it  a  successful  project? 

Answer.  Certainly  not. 

Question.  Now  there  is  a  large  acreage  of  dry  farming  on  the  Flathead 
reservation,  is  there  not,  under  the  ditch? 

Answer.  There  is  a  considerable  area  being  farmed  in  wheat  under  the  ditch. 

Question.  And  isn't  it  a  fact  that  the  dry  farming  acreage  has  been  in- 
creasing to  a  large  extent  in  the  past  few  years? 

Answer.  That  is  not  my  understanding. 

Question.  Indians  are  mostly  dry  farmers,  are  they  not? 

Answer.  I  didn't  understand  the  question. 
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Question.  I  mean,  the  Indians  are  farminf;  dry  lands,  not  irrigable  lands, 
mostly? 

Answer.  Well,  I  presume  they  are.     I  don't  know. 

Question.  Hasn't  it  been  your  experience  that  it  is  quite  diflaeult  to  force 
irrigation  upon  the  Indians? 

Answer.  Well.  I  don't  know  that  any  effort  has  been  made  to  force  it  upon 
them.  They  are  given  an  opportunity  to  irrigate  when  they  will,  and  in  a 
great  many  cases  they  take  advantage  of  it. 

Question.  I  will  read  a  statement  from  the  engineers,  Preston  and  Engel. 

Mr,  Dixon.  Ask  him  your  question,  Mr.  Grorud,  instead  of  reading  a  state- 
ment.    Ask  him  a  specific  question. 

Mr.  Grorud.  Mr.  Hanna,  on  the  other  hand,  strides  made  in  bringing  new 
lands  under  cultivation  by  dry  farming  methods  have  progressed  rapidly. 
This  kind  of  farming  on  the  project  has  increased  from  46,333  acres  in  1924 
to  63,873  acres  in  1926,  or  30  x)er  cent  in  two  years.  The  conditions  in  1926, 
as  shown  in  percentage  of  the  total  acreage  in  the  project  under  canal,  are  as 
follows:  30  per  cent  farmed  by  irrigation;  57  per  cent  farmed  by  dry  farm 
methods,  13  per  cent  idle  lands. 

Do  you  agree  with  that  statement? 

Answer.  I  don't  know  where  they  got  those  figures,  but  if  the  inference  is 
being  given  that  land  that  was  irrigated  has  gone  back  to  dry  farming,  I 
don't  think  that  is  true. 

Question.  We  see  no  reason  at  the  present  time  for  including  the  lands 
around  Ronan,  and  believe  thata  the  report  of  November  11,  1918,  should 
prevail  as  to  those  lands.  That  is,  the  board  recommended  that  there  should 
be  no  further  extension  of  irrigation  on  Ronan.     Do  you  agree  with  that? 

Answer.  No;  I  do  not.  And  I  will  say  right  now  that  there  is  a  petition 
that  has  been  filed  with  the  project  engineer  by  a  large  number  of  owners 
around  Ronan,  asking  for  immediate  work  to  be  done  on  that  lateral. 

Question.  Isn't  it  also  true  that  a  petition  of  some  seventy  odd  farmers 
around  Ronan  has  been  filed,  asking  further  extension  of  the  irrigation 
project? 

Answer.  When  was  that  petition? 

Question.  Well,  as  I  recall,  about  a  year  ago. 

Answer.  There  was  some  such  petition  as  that  came  in,  but  that  petition 
contained  names  of  people  all  over  the  reservation. 

Question.  In  view  of  the  fact  that  under  the  appropriation  act  of  March  3, 
1928,  provision  is  made  for  the  leasing  of  the  power  site  by  the  Federal  Power 
Commission  and  the  payment  of  rentals  from  the  same  to  the  tribal  fund 
of  the  Indians,  the  only  source  of  revenue  remaining  w^ould  be  that  derived 
from  operation  of  the  transmission  line,  if  built,  it  is  difficult  to  see  where 
any  revenue  would  be  obtained  from  this  source.  It  must,  therefore,  be  con- 
eluded  that  the  Government  must  stand  as  a  loss  all  expenditure  heretofore 
made  on  the  Camas  unit  over  and  above  $65  per  acre  maximum  provided  by 
the  contract,  and  for  all  expenditures  for  construction  thereafter  made.  Do 
you  agree  with  that  statement,  Mr.  Hanna? 

Answer.  No. 

Question.  The  engineers  are  firmly  convinced — that  is,  Engle  and  Preston  are 
firmly  convinced — that  there  must  be  a  considerable  scaling  down  of  acreage 
on  the  Camas  project  by  soil  survey  and  land  classification  before  a  sound 
economic  basis  is  attained.     Do  you  agree  with  that  statement? 

Answer.  No.  We  are  having  that  soil  survey  made  now.  We  will  kno\V  when 
that  is  completed  how  much  scaling  down  there  will  be.  I  don't  know  what 
the  area  might  be. 

Que.stion.  Well,  heretofore  the  acreage  has  simply  been  a  rough  estimate, 
has  it  not?    That  is,  the  irrigable  acreage? 

Answer.  I  think  they  made  some  sort  of  irrigable  area  surveys. 

Question.  As  is  well  known,  an  over-estimation  of  the  irrigable  acreage  was 
one  of  the  great  sources  of  error  on  reclamation  proje^'ts.  That  has  led  to  all 
kinds  of  misunderstanding  between  the  Government  and  the  water  users.  Do 
you  agree  with  that  statement? 

Answer.  That  might  be  true  In  some  places. 

Question.  But  not  In  the  Flathead? 

An.swer.  Not  to  my  knowledge. 

Question.  That  the  present  acreage  used  is  nothing  more  than  a  rough  esti- 
mate.   Do  you  agree  wltli  that  statement? 

Answer.  I  don't  agree  with  tliat,  no. 
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Question.  Now,  included  in  the  cost  of  construction — lias  drainage  been  in- 
cluded in  that  cost,  estimated  cost  per  acre? 

Answer.  Estimated  cost  to  complete? 

Question.  Yes. 

Answer.  I  don't  think  so. 

Question.  What  would  be  that  cost,  do  you  know,  or  have  you  made  any 
estimate? 

Answer.  No ;  I  have  made  no  estimate. 

Question.  It  should  be  further  pointed  out  that  the  draft  of  the  contract 
makes  no  provision  for  future  drainage  of  the  project.  I  believe  you  stated 
you  agreed  with  that  statement,  that  there  is  no  drainage? 

Mr.  Dixox.  Mr.  Grorud,  I  don't  want  to  interrupt.  You  are  reading  from 
some  report,  you  say,  made  two  or  three  years  ago,  and  since  that  time  Congress 
has  taken  specific  action  by  legislation  and  sent  this  to  the  Power  Commission 
for  this  hearing,  has  it  not? 

Mr.  Grorud.  No,  that  is  after  the  act  of  March,  or  May  10,  1926.     It  is  after  it. 

Mr.  Dixon.  We  are  acting  under  specific  direction  of  the  Congress  of  the 
United  States  in  holding  this  hearing  on  this  power  project.  What  earthly 
effect  would  the  report  of  two  men,  I  don't  know  who  they  are — never  heard  of 
them — have  as  against  a  specific  act  of  Congress  itself,  directing  the  Federal 
Power  Commission  to  do  a  certain  thing? 

Mr.  Grorud.  I  submit  that  any  part  of  this  relating  to  pumping  and  giving 
the  irrigation  people  a  part  of  the  proceeds  is  material. 

Mr.  Dixon.  Aren't  the  Indians  getting  part  of  the  proceeds  of  pumping,  the 
same  as  the  white  owners? 

Mr.  Grorud.  No.  They  are  willing  to  pay  whatever  the  rest  of  them  pay, 
but  they  are  not  willing  to  take  part  of  the  proceeds,  because  all  of  them 
would  not  be  benefited. 

Mr.  Dixon.  Go  ahead. 

Mr.  Grorud.  Going  back  to  the  Blackfeet  Reservation,  the  statement  that 
the  Blackfeet  project  is  a  monument  of  futility.  You  don't  agree  with  that 
statement? 

Mr.  Pope.  I  object. 

Mr.  Dixon..  We  won't  go  into  the  Blackfeet,  Mr.  Grorud.  It  has  nothing  to 
do  with  the  Flathead  whatever.     There  is  no  use  to  encumber  the  record  with  it. 

By  Mr.  Grorud: 

Question.  As  to  the  idea  of  reimbursement  of  irrigation  construction  charges, 
it  has  never  been  considered  until  the  enactment  of  the  law  on  August  1,  1924. 
Do  you  agree  with  that  statement? 

Mr.  Pope.  Objected  to  as  immaterial  and  calling  for  a  legal  conclusion  of 
the  witness. 

Mr.  DixoN.  Objection  sustained. 

By  Mr.  Grorud: 

Question.  Other  factors  that  affected  the  Indian  Service  caused  estimates 
of  irrigation  construction,  and  in  frequent  instances  made  them  worthless  as 
an  index  of  the  final  cost  of  the  work  with  the  experience  of  many  engineers, 
as  the  result  of  the  inadequate  compensation  offered,  inadequate  supervision, 
incomprehensive  iJlans  and  frequent  changes  of  plans. 

Mr.  Dixon.  Is  this  regarding  the  Flathead  now? 

Mr.  Grorud.  Yes;  it  applies  to  the  Flathead  as  well  as  the  Indian  irrigation 
districts,  the  projects  in  general. 

Mr.  Dixon.  I  don't  think  we  are  trying  the  competency  of  these  engineers 
15  years  ago  as  to  the  Flathead. 

Mr.  Grorud.  This  is  made  in  1928. 

Mr.  Dixon.  It  is  criticizing  what  happened  in  the  past  on  various  reclamation 
projects.     I  dcn't  think  this  record  ought  to  be  encumbered  with  it. 

Mr.  Grorud.  I  will  try  and  make  it  as  short  as  possible. 

Question.  Do  you  agree  with  the  statement  that  Congress  at  times  has  made 
appropriations  without  authority  for  the  extension  of  the  work  contemplated? 

Mr.  Dixon.  I  don't  think — well,  I  will  object  to  that  myself.  I  don't  think 
it  is  pertinent  to  this  inquiry.     Congress  has  done  many  things. 

Mr.  Grorud.  Well,  it  may  apply  to  this  project,  and  I  believe  it  does  apply 
to  this  project. 

Question.  And  you  believe  now,  do  you,  that  these  are  accurate  records  to 
base  your  opinion  on  as  to  the  feasibility  of  the  project? 
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Answer.  I  cited  you  to  the  returns  being  obtained  from  the  small  part  of  the 
project  that  is  now  being  irrigated.  And  I  might  supplement  that  a  little  by 
saying  that  the  annual  cost  of  operation  and  maintenance  has  been  running 
around  $70,000,  or  a  little  better,  a  year  to  produce  $700,000  worth  of  crops. 

Question.  How  about  the  repayment,  or  the  reimbursible  funds?  Have  they 
been  reimbursed  promptly  to  the  Government  on  this  project? 

Mr.  Pope.  That  is  objected  to,  because  under  the  statute  they  are  not  due  yet. 
They  don't  become  due  until  after  November  1,  1930,  under  the  act  of  Congress. 

Mr.  Grorud.  It  goes  to  the  feasibility. 

Mr.  Dixon.  Objection  sustained. 

By  Mr.  Grorud: 

Question.  How  much  has  been  reimbursed  to  the  United  States? 

Answer.  I  haven't  the  figures  with  me. 

Question.  A  great  portion  of  it  or  a  small  portion  of  it? 

Mr.  Pope.  Objected  to  on  the  same  ground,  that  under  the  act  of  Congress 
public  notice  is  to  be  given  November  1,  1930,  after  which  these  funds  will  be 
payable. 

Mr.  Dixon.  Objection  sustained. 

By  Mr.  Grorud: 

Question.  What  is  the  reason  that  Congress  has  seen  fit  to  extend  the  time 
for  payment  of  the  reimbursible  funds? 

Mr.  Pope.  Objected  to. 

Mr.  Dixon.  Congress  is  its  own  sole  judge  of  its  reason  for  action,  Mr. 
Grorud,  not  this  commission. 

Mr.  Grorud.  I  know,  by  recommendation  of  project  engineers. 

Mr.  Dixon.  I  don't  know  what  they  acted  on,  but  they  have  acted. 

By  Mr.  Grorud: 

Question.  Do  you  know  the  difference  in  cost  of  production  between  dry 
farming  and  irrigated  farming  in  the  Flathead  reservation? 

Answer.  We  keep  no  account  of  the  dry  farming.  We  keep  a  record  of  irri- 
gable areas  only.     There  are  no  crop  reports  taken  on  the  dry  farming. 

Question.  And  don't  you  think  that  average  crops  are  just  as. large  on  dry 
farming  as  on  irrigated  farming? 

Mr.  Pop.E.  Objected  to  because  the  witness  has  answered  that  he  doesn't 
know.  I  will  say  for  Mr.  Grorud's  benefit  that  we  have  a  very  eminent  and 
very  competent  agricultural  expert  who  will  take  the  stand  next,  and  if  you 
want  to  ask  him  about  that,  I  am  sure  he  will  be  able  to  give  you  satisfactory 
answers. 

Mr.  DixoN.  What  was  the  question,  Mr.  Grorud? 

Mr.  Grorud.  I  asked  him  if  the  average  crop  is  not  just  as  great  on  dry 
farming  as  on  irrigated  lands  on  the  Flathead  project. 

Mr.  Dixon.  On  irrigated  as  on  unirrigated?     He  can  answer  it. 

Answer.  Well,  I  made  the  statement  that  we  had  no  records  of  the  crops 
raised  on  dry-farmed  lands. 

By  Mr.  Grorud: 

Question.  So  you  don't  know,  then,  whether  it  would  pay  to  add  an  addi- 
tional burden  from  $40  to  $125  per  acre  for  irrigation  purposes? 

Answer.  Well,  from  observation  I  would  say  it  would  pay. 

Question.  And  the  farmers  would  be  able  to  pay  off  the  indebtedness  within, 
a  reasonable  time  with  the  crops  raised  from  these  farms? 

Answer.  It  is  assumed  that  they  would ;  yes. 

Question.  Will  it  require  15,000  horsepower  for  pumping  purposes? 

Answer.  Possibly. 

Question.  You  heard  Mr.  Swenson's  statement  as  to  that?  Do  you  agree 
with  his  statement  that  it  would  require  that? 

Answer.  My  estimate  was  approximately  10,000  horsepower  required  for 
average  requirements. 

Mr.  Dixon.  As  I  remember  Mr.  Swenson's  testimony,  It  was  that  in  extreme 
dry  years  the  15,000  would  be  required,  as  I  recall  it. . 

The  Witness.  I  would  judge  that  there  are  years  when  we  would  need  more 
than  the  amount  that  I  estimate. 

Mr.  Grorud.  My  recollection  Is  that,  on  account  of  the  extreme  high  lift,  it 
took  a  great  deal  of  power  to  pump  into  the  reservoirs,  and  for  that  reason 
it  would  take  15,000.  and  more  than  15,000. 
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Mr.  Dixon.  The  record  will  speak,  of  course,  what  Mr.  Swenson's  testi- 
mony was. 

By  Mr.  Grorud: 

Question.  Under  this  agreement,  have  you  contemplated  selling  power,  resell- 
ing some  of  the  power? 

Answer.  What  agreement  do  you  refer  to? 

Question.  The  agreement  of  February  17,  1927,  the  proposal  by  Mr.  Kerr  of 
the  Rocky  Mountain  Power  Co. 

Answer.  I  don't  know  that  that  is  effective.     Is  it? 

Question.  I  know,  but  the  proposal — you  proiX)se  selling  some  of  the  power? 

Answer.  We  propose  to  use  it  for  pumping  and  have  some  available  for 
selling. 

Question.  Who  will  you  sell  it  to,  Mr.  Hanna? 

Answer.  Well,  there  are  a  number  of  towns  on  the  project,  and  several  farm 
communities  that  would  probably  organize  little  companies,  and  it  is  proposed 
to  build  transmission  lines  to  those  communities  that  want  to  form  those 
companies  and  buy  power. 

Question.  What  are  the  towns  that  would  be  likely  to  buy  power  from  the 
district? 

Answer.  Well,  there  are  a  number  of  towns  on  the  projects — St.  Ignatius, 
Dixon. 

Question.  St.  Ignatius  has  its  own  power  plant,  has  it  not? 

Answer.  I  think  not.  There  are  a  number  of  small  Delco  plants  in  St. 
Ignatius. 

Question.  Doesn't  the  Mission  Range  Power  Co.  operate  at  St.  Ignatius? 

Answer.  They  were  building  a  line  there  the  last  time  I  was  on  the  Flathead, 
but  whether  that  is  completed  I  don't  know. 

Question.  And  Poison?     How  about  Poison? 

Answer.  They  are  supplied  by  a  small  power  plant. 

Mr.  Dixon.  About  how^  long  will  it  take  to  finish,  Mr.  Grorud?  We  are  10 
minutes  over  adjourning  time  now.     It  is  20  minutes  of  6. 

Mr.  Grorud.  I  have  a  few  questions,  but  I  would  rather  ask  them  in  the 
morning. 

Mr.  Dixon.  We  will  stand  adjourned  until  9.30  tomorrow  morning. 

(Whereupon,  at  5.40  o'clock  p.  m.  an  adjournment  was  taken  until  9.30  o'clock 
a.  m.     Friday,  November  8,  1929.) 


Washington,  D.  C,  Noveml)er  8,  1929. 

The  hearing  of  the  Federal  Power  Commission  upon  the  applications  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler,  to  develop  power  on  Flat- 
head Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  office  of  the  Secretary 
of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present:  Hon.  Ray  Lyman  W^ilbur,  Secretary  of  the  Interior;  Hon.  Joseph 
M.  Dixon,  As.<=istant  Secretary  of  the  Interior;  Hon.  R.  W.  Dunlap,  Assistant 
Secretary  of  Agriculture ;  F.  E.  Bonner,  Esq.,  executive  secretary  to  the  Federal 
Power  Commission;  and  Northcutt  Ely,  Esq.,  executive  assistant  to  the  Secre- 
tary of  the  Interior. 

The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present :  Col.  T.  H.  Brown,  chief  counsel ;  Col.  Max  Tyler,  chief  engineer ; 
Mr.  J.  F.  Lawson,  assistant  chief  counsel;  Maj.  F.  K.  Newcomer,  assistant 
engineer;  Mr.  Charles  A.  Russell,  solicitor;  Mr.  F.  H.  Henshaw,  engineer;  Mr. 
William  V.  King,  chief  accountant. 

Also  present:  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs :  John  R.  K.  Reeves,  Esq.,  attorney  for  the  Indian  Bureau ;  B.  E.  Jones, 
Esq.,  United  States  Geological  Survey;  Nelson  A.  Mason,  Esq.,  clerk  of  the 
Senate  Committee  on  Indian  Affairs;  and  S.  J.  Flickinger,  Esq.,  Office  of 
Indian  Affairs. 

Appearances :  As  heretofore  noted. 

Mr.  Dixon.  We  will  come  to  order.  Are  there  any  more  questions  you  want 
to  ask  Mr.  Hanna? 

Mr.  Grorud.  Yes ;  just  a  few. 

Whereupon, 

W.  S.  Hanna,  the  witness  on  the  stand  at  the  time  of  adjournment,  resumed 
the  stand  and  testified  further  as  follows: 
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Cross-examination  (resumed)  by  Mr.  Grorud: 

Question.  Mr.  Hanna.  are  there  not  available  storage  in  connection  with 
this  project  that  would  take  care  of  all  the  flood  waters  so  that  pumping  would 
not  be  needed? 

Answer.  We  have  proposed  storage  that  will  take  care  of  the  present  flood 
waters,  but  it  will  not  take  care  of  the  ultimate  needs  of  the  project. 

Question.  How  much  pumping  would  be  needed  if  all  the  storage  were 
utilized  ? 

Answer.  A  study  of  the  water  supply  shows  54,525  acre-feet  required  in 
addition  to  all  the  available  storage  we  know  of. 

Question.  What  would  be  the  estimated  cost  of  the  additional  storage? 

Answer.  The  part  that  is  not  completed?  You  mean  the  part  that  is  not 
completed  ? 

Question.  Yes. 

A.  Well,  the  storage  that  is  completed  has  cost  $18.10  :i  second-foot,  and 
additional  storage,  I  think,  will  be  about  the  same,  or  possibly  .i  dollar  or  so 
more  per  acre-foot. 

Question.  The  purpose  of  getting  power  for  the  irrigation  distiiet  at  one 
mill  per  kilowatt-hour  is  to  help  the  district  out,  is  it  not? 

Answer.  I  am  not  talking  about  district ;  I  am  talking  about  the  irrigation 
project  as  a  whole. 

Question.  I  mean  the  project  as  a  whole. 

Answer.  Largely,  yes. 

Question.  Both  the  applicants  have  testified  that  they  will  lose  money  if 
they  furnish  power  at  1  mill  per  kilowatt-hour,  have  they  not? 

Answer.  Well,  that  testimony  will  show  for  itself. 

Question.  You  heard  Mr.  Cochrane  testify  that  it  would  be  a  loss  of  $68,000 
a  year,  did  you  not? 

Answer.  Whatever  their  testimony  is  will  stand.  I  am  not  in  a  position  to 
judge. 

Question.  Who  is  going  to  make  up  the  loss,  pay  for  the  loss? 

Answer.  I  am  sure  I  could  not  tell  you. 

Question.  Wouldn't  the  Indians  or  the  people  of  Montana  pay  for  this  loss? 

Answer.  I  don't  see  why  it  should  be  interpreted  in  that  way. 

Question.  How  would  you  interpret  it? 

Mr.  Pope.  That  is    objected  to  as  calling  for  a  legal  conclusion. 

Mr.  Dixon.  Objection  sustained. 

By  Mr.  Grorud: 

Question.  Assuming  that  there  is  a  loss  of  $68,000,  wouldn't  that  be  taken  out 
of  the  earnings  of  the  Indians  in  rentals,  or  rentals  for  the  site? 

Answer.  I  would  say  not.  I  am  not  in  a  position  to  judge  where  it  would 
come  from. 

Question.  Would  it  then  be  chargeable  to  the  public,  I  mean  the  people  of 
Montana?    That  is,  absorbed  in  the  rates? 

Answer.  I  am  not  in  a  position  to  answer.     I  don't  know. 

Question.  Are  you  willing  that  the  loss  should  be  saddled  on  the  Montana 
public  in  order  to  help  the  irrigation  district,  this  particular  district? 

Mr.  Dixon.  I  think  that  is  not  pertinent,  what  he  wishes  about  the  i^eople  of 
Montana. 

Mr.  Grorud.  Well,  something  has  been  said  here  about  the  public  of  Montana, 
the  people  that  are  interested  here,  and  that  they  are  the  ones  that  are  paying 
for  whatever  cost  or  whatever  rental  is  paid  for  this  project. 

Mr.  Pope.  This  witness  hasn't  purported  to  testify  as  to  that.  He  has  testi- 
fied as  to  the  engineering  features  and  the  physical  features  of  the  project. 
This  is  not  proper  cross-examination  of  this  witness  and  he  is  not  qualified  to 
pass  on  questions  of  policy. 

By  Mr.  Grorud: 

Question.  You  have  recommended  a  proposal  of  February  17,  1927,  your 
Exhibit  No.  13,  I  believe? 

Answer.  I  don't  know  just  what  Exhibit  No.  13  is. 

Question.  The  proposal  made  by  the  Rocky  Mountain  Power  Co. 

(Mr.  Dixon  handed  Exhibit  No.  13  to  the  witness.) 

Answer.  I  had  nothing  to  do  with  the  preparation  of  this  report. 

Question.  And  you  would  not  recommend  it? 

Answer.  I  didn't  say  I  wouldn't  recommend  it.  That  Is  a  matter  of  policy 
that  Is  up  to  the  Interior  Department. 
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Question.  But  so  far  as  the  interests  of  the  Indians  are  concerned,  having  that 
in  mind,  would  you  recommend  such  a  proposition,  particularly  taking  60  per 
cent  or  70  per  cent — or  divert  60  or  70  per  cent  from  the  income  of  the  Indians 
for  development? 

Mr.  Dixon.  I  think  you  are  assuming,  are  you  not,  Mr.  Grorud,  that  the 
Indians  own  all  this  power? 

Mr.  Okorud.  Certainly. 

Mr.  Dixon.  Notwithstanding  that  it  was  originally  started  for  the  benefit 
of  the  project? 

Mr.  Grorud.  Yes ;  I  assume  that.  Assuming  that  the  Indians  own  these  power 
sites. 

Mr.  Pope:.  We  object  to  that  as  a  purely  hypothetical  question. 

Mr.  Dixon.  Objection  sustained. 

Mr.  Kelly.  And  not  based  on  the  fact. 

Mr.  Dixon.  Isn't  that  a  question  of  argument,  Mr.  Grorud? 

Mr.  Grorud.  No  ;  I  submit  it  is  a  question  of  law,  of  course,  and  we  have 

Mr.  Dixon  (interposing).  Then  why  burden  the  record  with  that? 

Mr.  Grorud.  We  have  asked  that  the  Attorney  General  of  the  United  States 
give  an  opinion  on  this  question.  I  realize  that,  and  I  want  to  ask  Mr.  Scatter- 
good  if  there  is  any  likelihood  of  getting  an  opinion  from  the  Attorney  General 
on  this  matter  very  soon. 

Mr.  Pope.  Why,  let  me  ask — what  function  has  the  Attorney  General  in  this 
hearing?  We  have  very  competent  counsel  both  of  the  Power  Commission  and 
of  the  Department  of  the  Interior  here. 

Mr.  Grorud.  Yes. 

Mr.  Pope.  The  whole  matter  under  the  legislation  is  left  to  the  discretion  of 
the  Secretary  of  the  Interior.    Why  is  there  occasion  for  any 

Mr.  Grorud  (interposing).  You  won't  agree  with  me  that  the  power  site 
belongs  to  the  Indians? 

Mr.  Pope.  Absolutely  not. 

Mr.  Grorud.  You  won't  agree  with  me  that  the  15.000  horsepower  should  not 
be  given  to  the  settlers,  and  I  think  it  is  a  matter  for  the  Attorney  General  to 
decide  whether  the  irrigation  people  have  any  equities  in  it. 

Mr.  Kelly.  The  attorney  general  of  Montana? 

Mr.  Grorud.  The  Attorney  General  of  the  United  States. 

Mr.  Pope.  Decide  upon  what  facts? 

Mr.  Grorud.  Upon  the  law ;  upon  the  act. 

Mr.  Pope.  Upon  the  record  in  this  case? 

Mr.  Grorud.  No";  not  the  record  in  this  case. 

Mr.  Pope.  Why  don't  you  want  the  Attorney  General  to  have  the  record  in 
this  case? 

Mr.  Grorud.  Certainly  I  want  him  to  have  it.    That  is  all  right. 

Mr.  Pope.  I  submit  this  is  an  idle  discussion. 

Mr.  Dixon.  Absolutely. 

Mr.  ScATTERGOOD.  Mr.  Chairman,  I  will  be  glad  to  make  a  statement. 

Mr.  Dixon.  I  think  the  Attorney  General  of  the  United  States,  if  he  has  been 
called  on  for  an  opinion,  should  have  all  this  testimony  in  this  case  before 
he  prepares  that  opinion. 

Mr.  ScATiERGOOD.  Mr.  Chairman,  the  status  of  the  matter  is  that  the  Solicitor 
of  the  Interior  Department  has  now  under  consideration  the  legal  aspects  of 
this  whole  matter,  upon  the  request  of  the  Indian  Bureau's  legal  department, 
and  of  course  it  is  a  most  involved  subject  from  the  standpoint  of  the  legal 
side,  as  far  as  we  can  learn,  and  in  all  probability  it  will  take  the  solicitor 
some  time  before  he  will  be  prepared  to  render  an  opinion.  Now,  that  opinion 
would  have  to  be  rendered  before  it  would  be  possible  to  send  the  matter  up 
to  thie  Attorney  General  for  his  opinion.  So  that  in  the  shortest  possible  normal 
course  of  events,  before  the  Attorney  General  of  the  United  States  could  render 
an  opinion,  no  doubt  many  weeks,  if  not  some  months,  would  transpire. 

It  certainly  is  the  wish — and  I  may  add,  too,  that  the  attorneys  of  the  Fed- 
eral Power  Commission  have  had  this  problem  presented  to  them,  and  they 
have  it  under  consideration,  but  so  far  as  I  know  have  not  yet  reached  a  con- 
clusion. It  certainly  is  the  hope  of  the  Indian  Bureau  that  the  Federal  Power 
Commission  will  find  a  way  of  making  what  we  might  call  a  business  man's 
settlement  of  thi«  whole  matter,  so  that  it  will  not  be  necessary  to  wait  for  the 
legal  opinion  at  the  Attorney  General,  which  would  involve  months  of  delay. 

Mr.  Brown.  Mr.  Chairman,  I  will  make  this  statement,  that  there  has  been  no 
request  from  the  Federal  Power  Commission  to  the  Attorney  General  for  an 
opinion,  and  at  the  present  time  none  is  contemplated  from  our  commission. 
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Mr.  Grorud.  Now,  I  ask  that  volumes  1,  2,  and  3,  Department  of  the  Interior, 
Washington,  reports  of  advisers  on  irrigation  on  Indian  reservations,  by  Porter 
J.  Preston  and  Charles  A.  Engel,  be  made  a  part  of  the  record  by  reference. 

Mr.  Pope.  I  object  to  that  for  the  reason  that  this  is  pure  hearsay.  No  foun- 
dation has  been  made  for  the  introduction  of  these  reports  or  statements,  what- 
ever they  may  be.  The  rules  of  the  commission  require  that  this  hearing  be 
had  upon  the  testimony  of  witnesses  who  are  either  sworn  here  or  whose  dep- 
ositions are  taken,  affording  an  opportunity  to  all  parties  concerned  to  cross- 
examine  those  who  purport  to  give  testimony,  and  the  hearing  based  upon  the 
testimony  of  witnesses  who  know  or  purport  to  know  the  facts  about  which  they 
testify.  We  submit  that  a  report  of  this  kind  with  no  opportunity  to  cross- 
examine  those  who  purport  to  make  the  statements  would  be  received  in  viola- 
tion of  the  rules  of  the  commission,  and  we  object  to  it,  it  not  being  made  ap- 
parent here  that  it  is  impossible  to  procure  in  person  or  through  deposition  the 
testimony  of  the  persons  whose  reports  are  sought  to  be  offered  here. 

Mr.  Dixon.  Objection  sustained. 

Mr.  Gborud.  Then  we  ask  that  all  the  documents  and  all  the  Government  re- 
ports which  Mr,  Pope  had  inserted  in  the  record  be  stricken  from  the  record. 
These  are  just  as  authentic  as  some  of  the  reports  that  have  been  heretofore 
entered  into  the  record. 

Mr.  Dixon.  As  to  stream  flow  and  so  on? 

Mr.  Gborud.  No  ;  as  some  of  these  congressional  reports  with  reference  to  the 
project,  documents,  public  documents. 

Mr.  Dixon.  Motion  overruled. 

Mr.  Grorud,  I  will  now  ask  that  with  reference  to  Exhibit  No.  12  of  the  irri- 
gation people,  that  the  whole  of  the  report  be  made  a  part  of  the  record  instead 
of  part  of  it, 

Mr.  Dixon.  The  whole  of  it? 

Mr,  Grorud.  The  whole  of  the  report. 

Mr.  Pope.  There  is  no  objection  to  that. 

Mr.  Dixon.  AU  of  which  report? 

Mr.  Grorud.  Exhibit  No.  12. 

Mr.  Pope.  He  means  the  whole  of  the  document  from  which  that  exhibit  has 
been  taken.    There  is  no  objection  to  the  whole  document  going  in. 

Mr,  DixoN.  Let  it  be  admitted.    Will  you  describe  it,  Mr.  Grorud? 

Mr.  Grorud.  Yes.     Sixty-third  Congress,  third  session.  House  Document  1215. 

Mr.  Kelly.  I  think  that  will  go  in  by  reference? 

Mr.  Grorud.  By  reference,  certainly.  And  the  testimony  of  Mr.  C.  J.  Moody 
before  the  subcommittee  of  the  House. 

Mr.  DixoN.  That  is  the  project  engineer? 

Mr.  Grorud.  Yes. 

Mr.  DixoN.  That  was  testimony  taken  under  oath  before  the  House  committee? 

Mr.  Gborud.  Yes. 

Mr.  DixoN.  You  want  to  introduce  that  by  reference? 

Mr,  Grorud.  Yes. 

Mr.  Dixon.  It  is  so  ordered.     Describe  it,  Mr.  Grorud, 

Mr.  Grorud.  Interior  Department  appropriation  bill,  1927,  Hearing  before 
subcommittee  of  the  House  Committee  on  Appropriations,  Interior  Department 
appropriation  bill,  1927.     Government  Printing  Office,  1925. 

Mr.  Pope.  We  object  to  the  introduction  of  the  testimony  given  before  House 
committees,  and  although  I  will  say  I  have  no  general  objection  to  the  commis- 
sion using  this,  I  am  not  going  to,  by  waiving  our  objection  to  this  type  of 
testimony,  open  the  door  to  allowing  testimony  of  miscellaneous  witnesses 
before  various  House  and  Senate  committees  to  go  into  this  record,  for  the 
rea.sons  I  stated  in  connection  with  the  previous  objection. 

Mr,  Gbobud.  We  ask  the  Indian  Bureau,  Mr.  Scattergood,  to  place  in  the 
record,  from  reports  of  the  office  of  the  Indian  Bureau,  the  total  amount  credited 
to  tribal  funds  from  sale  of  surplus  lands  included  in  the  irrigation  project, 
and  total  acreage  thus  sold  under  irrigation  projects. 

Mr.  Russell.  May  I  call  your  attention,  Mr.  Grorud,  that  you  have  not  yet 
had  a  ruling  on  your  offer  of  that  testimony. 

Mr.  DixoN.  I  did  rule  on  It.  I  thought  we  were  going  pretty  far  afield,  but 
I  didn't  want  to  shut  him  off.     Is  there  any  specific  part  of  It  that  .vou  want? 

Mr.  Gborud,  Yes;  the  testimony  of  Mr.  C.  J.  Moody,  project  engineer. 

Mr.  Dixon.  Will  you  mark  the  page? 
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Mr.  Grorud.  I  will  give  you  the  page.     From  page  221  to  page  248. 

And  we  further  ask  that  the  Indian  Bureau  put  into  the  record  from  reports 
of  its  office  the  total  present  cost  and  total  estimated  complete  cost  of  the 
irrigation  projects  and  of  each  of  the  divisions  of  the  project;  and,  further, 
that  the  Indian  Bureau  put  into  the  record  from  reports  in  its  office  the  average 
cost  per  acre  of  the  irrigation  projects  and  of  each  division  thereof.  I  think 
4:hat  is  all. 

Mr.  Pope.  Of  course,  that  is  all  in  the  record  now. 

Mr.  Grorud.  It  isV 

Mr.  Pope.  Yes. 

Mr.  Dixon.  Is  there  anything  else,  Mr.  Grorud?  Are  there  any  more  ques- 
tions of  this  witness? 

Mr.  Pope.  I  have  some  more.  Unless  some  one  else  wants  to  cross-examine 
liim,  I  will  ask  him  a  few  more  questions. 

Redirect  examination  by  Mr.  Pope: 

Question.  Mr.  Hanna,  I  will  ask  you  if  you  put  into  tabular  form  the 
statistics  which  you  gave  the  other  day  as  to  the  status  of  the  project — pro- 
posed scheme  for  pumping,  and  the  average  amount  of  water  required  for  irri- 
gation?   Just  answer  yes  or  no. 

Answer.  Yes ;  I  put  that  in  tabular  form. 

Mr.  Pope.  This  will  be  Exhibit  No.  14.     Mark  it  for  identification. 

By  Mr.  Pope: 

Question.  Handing  you  the  paper  marked  "  Exhibit  No.  14,  Flathead  irrigation 
district,"  I  will  ask  you  if  that  is  the  statement  to  which  you  refer  [handing 
the  paper  to  the  witness]  ? 

Answer.  Yes,  sir. 

Mr.  Pope.  We  offer  that  in  evidence. 

Mr.  Bonner.  Will  you  give  some  title  to  it? 

Mr.  Pope.  Just  say  '*  Table  of  data  respecting  irrigation  projects." 

By  Mr.  Pope: 

Question.  Now,  Mr.  Hanna,  with  respect  to  the  54,500  and  odd  acre-feet  which 
you  stated  you  computed  would  be  required  on  the  average  for  the  project  from 
pumping,  I  will  ask  you  whether  or  not  in  making  up  those  figures  you  took  into 
consideration  the  rainfall,  the  pick-up  water,  and  all  the  elements  necessary  to 
be  taken  into  consideration  in  order  to  make  such  computations? 

Answer.  They  were  not  taken  into  those  computations,  but  the  total  available 
water  there  figures  out  approximately  2.49  acre-feet  per  acre,  minus  losses,  and 
I  figured  that  the  rainfall  and  the  pick-up  water  would  offset  those  losses. 

Question.  But  your  figure  of  54.500  acre-feet  for  the  average  year  is  your  best 
estimate  of  the  amount  required  in  that  manner?     Is  that  correct? 

Answer.  Yes. 

Question.  Now,  with  respect  to  the  reservoir,  I  will  ask  you  if  you  are 
familiar  with  the  report  which  was  put  in  evidence  here,  the  report  of  a  survey 
made  of  the  irrigation  project  in  1924  and  reported  to  Congress? 

Answer.  I  didn't  get  your  question. 

Question.  Are  you  familiar  with  that  report  that  was  put  in  evidence  yester- 
day, House  Document  1215? 

Answer.  Yes;  I  was  one  of  the  committee  that  prepared  that  report. 

Question.  Now,  in  that  report  allusion  is  made  to  the  Poison  Reservoir  and 
to  the  Pablo  Reservoir  as  being  reservoirs  to  be  supplied  with  water  by  pumping. 
I  will  ask  you  if  you  are  familiar  with  those  reservoirs? 

Answer.  Yes. 

Question.  Are  those  the  same  reservoirs  that  are  now  on  the  project? 

Answer.  The  Pablo  Reservoir  is.  The  Poison  Reservoir  has  been  abandoned 
as  unfeasible. 

Question.  What  do  you  understand  by  that? 

Answer.  The  Poison  Reservoir  was  a  small  reservoir  proposed  as  an  equaliz- 
ing reservoir  on  the  north  slope  of  the  hill,  and  it  is  contemplated  to  pump 
directly  into  a  ditch  and  not  use  any  reservoir  at  that  point. 

Question.  As  I  understand  it,  the  abandonment  of  the  reservoir  has  not 
affected  the  plans  for  the  pumping  to  the  Poison  division?  That  is  correct, 
isn't  it? 

Answer.  Yes. 
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Question.  You  stated,  I  believe,  that  there  was  approximately  one-third  of 
the  total  area  of  the  project  cultivated  under  irrigation.  There  is  a  considerable 
additional  area  that  is  cultivated,  although  not  irrigated? 

Answer.  Yes. 

Question.  Do  you  know  how  much? 

Answer.  I  don't  have  the  figure  in  mind. 

Question.  With  respect  to  the  irrigable  area,  I  will  ask  you  whether  or  not, 
approximately  six  years  ago,  a  topographic  survey  was  made  of  the  irrigable 
lands  within  the  project? 

Answer.  I  can't  state  when  it  was  made,  but  there  was  one  made  before  the 
Indian  irrigation  service  took  over  control  of  this  project.  I  have  seen  some 
of  the  topographic  maps. 

Question.  And  are  these  figures  of  total  irrigable  area  within  the  project 
based  upon  that  survey? 

Answer.  Yes,  sir;  that  is  what  the  survey  was  made  for. 

Question.  In  connection  with  the  present  construction  work,  has  the  project 
or  is  the  project  making  use  of  outside  engineers  and  their  advice? 

Answer.  Yes,   sir. 

Question.  Will  you  name  the  principal  engineer  from  outside  your  service 
who  has  been  used  in  connection  with  the  construction  work  during  the  present 
year? 

Answer.  Mr.  Wylie,  consulting  engineer,  Interior  Department. 

Question.  He   is  in   the   Reclamation   Bureau? 

Answer.  No ;  I  think  not.  I  think  he  is  consulting  engineer  for  the  Interior 
Department  at  large.     That  is  my  understanding. 

Mr.  Bonner.  A.  J.  Wylie? 

The  Witness.  A.  J.  Wylie;   yes. 

By  Mr.  Pope: 

Question.  And  now  will  you  take  Exhibit  13 — I  will  call  your  attention  to 
certain  of  the  paragraphs  in  the  proposal  of  February  17,  1927.  Paragraphs  A 
and  B  relate  to  15,000  horsepower,  do  they  not  [handing  a  paper  to  the  witness]  ? 

Answer.  Yes,  sir. 

Question.  Now,  in  addition  to  those,  I  will  ask  you  to  turn  to  paragraph  D 
and  state  what  that  provision  means  to  the  project,  the  irrigation  project,  or  in 
what  way  that  will  benefit  the  project? 

Answer.  It  means  a  payment  to  the  Government  of  the  amount  that  has 
been  expended  to  date  on  the  old  tunnels. 

Question.  Will  you  turn  to  paragraph  K.  and  I  will  call  your  attention  to 
the  sentence  in  that  paragraph  and  ask  you  to  explain  in  what  respect  that 
proposal  will  benefit  the  irrigation  project  if  incorporated  in  the  license.  Per- 
haps you  could  read  that  second  sentence. 

Answer  (reading).  "The  company  will  also  agree  that  the  United  States, 
for  the  irrigation  project,  shall  have  the  privilege  of  pumping  water  from  Flat- 
head Lake  or  Flathead  River  for  all  purposes  of  irrigation  on  the  Flathead 
irrigation  project  or  the  Flathead  Reservation  lands,  whether  included  in  said 
project  or  not." 

Question.  What  have  you  to  say  as  to  whether  that  is  of  value  to  the  project, 
In  your  opinion? 

Answer.  Well,  I  would  say  that  that  means  that  they  would  offer  no  objection 
to  us  pumping  what  water  we  needed  for  our  beneficial  use  from  Flathea<l  Lake 
or  Flathead  River. 

Question.  Now,  i>aragraph  L  is  the  ])aragrai)h  that  you  called  attention  to 
yesterday,  is  it  not,  with  resi>ect  to  furnishing  500  horsepower  at  2i/^  mills  per 
kilowatt-hour  as  soon  as  cons!  iiki  ion  conmiences? 

Answer.  Yes,  sir. 

Question.  Is  that  the  one? 

Answer.  That  is  the  one. 

Question.  Will  you  look  at  paragraph  N  and  read  that,  and  explain  the 
purport  of  that — or  read  it? 

Answer  (reading)  :  "The  power  comimny  desires  to  aid  in  the  development 
of  the  irrigation  [)roject  and  development  of  the  rest  of  the  land  on  the  reser- 
vation, and  Is  willing  to  have  the  proposed  contract  contain  an  appropriate  pro- 
vision securing  to  the  Oovernnient,  the  project  or  the  irrigation  district,  the 
exclusive  right  to  sell  power  within  the  Flathead  Reservation." 
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Question.  In  your  opinion  is  that  a  valuable  stipulation  for  the  project? 
Answer.  Yes. 

Mr.  I»oPE.  I  think  that's  all. 

Mr.  Dixon.  Does  anybody  else  have  any  questions?  If  not,  that's  all,  Mr. 
Hanna. 

(Witness  excused.) 

Whereupon, 

L.  A.  CAMPBELL  was  called  as  a  witness  for  and  on  behalf  of  the  Flathead 
irrigation  project  and,  having  been  first  duly  sworn,  was  examined  and  testified 
as  follows : 

Direct  examination  by  Mr.  Pope: 

Question.  What  are  your  initials,  Mr.  Campbell? 

Answer.  L.  A. 

Question.  Where  do  you  reside? 

Answer.  Missoula,  Mont. 

Question.  What  is  your  position? 

Answer.  Agricultural  development  agent,  Northern  Pacific  Railroad. 

Question.  How  long  have  you  been  employed  in  that  capacity  by  the  railway 
company  ? 

Answer.  As  agricultural  development  agent  since  1927. 

Question.  Were  you  employed  by  the  company  prior  to  that  time? 

Answer.  Yes;  as  traveling  immigration  agent,  beginning  with  1925. 

Question.  You  have  been  with  the  Northern  Pacific  Railway  Co.  since  1925? 

Answer.  Yes. 

Question,  And  prior  to  that  time  had  you  had  any  experience  in  agriculture 
or  in  the  study  of  agricultural  problems? 

Answer.  I  spent  most  of  my  life  in  agricultural  work,  graduating  from  the 
Agricultural  College,  University  of  Minnesota,  in  1916 ;  farming  up  to  about 
1920;  county  agricultural  agent,  northern  Montana,  in  Hill  County,  1920  to  the 
winter  of  1922;  farm  demonstration  work  with  the  Montana  State  College, 
winter  of  1922  and  1923 ;  county  agricultural  agent  in  Lavalle  Couaty,  south 
of  Missoula,  1923  and  1924;  chief  of  the  division  of  land  settlement  and  pub- 
licity, Montana  Department  of  Agriculture,  1924  and  1925 — that  is,  the  winter 
of  1924  and  1925,  when  I  went  with  the  Northern  Pacific, 

Question.  In  connection  mth  your  experience  in  the  agricultural  line,  have 
you  had  any  opportunity  to  make  a  study  of  irrigation  projects  generally? 

Answer.  Yes ;  my  work  as  county  agent  of  Lavalle  County  was  in  a  county 
that  has  about  100,000  acres  of  irrigated  land,  and  I  w^ould  come  in  contact 
with  most  of  the  irrigation  projects  along  the  line  of  the  Northern  Pacific. 

Question.  I  will  ask  you  w^hether  or  not  the  Northern  Pacific  Railway  Co.  has 
or  is  carrying  on  any  work  on  the  Flathead  project? 

Answer.  We  started  there  in  'about  1923,  established  an  immigration  oflBce  at 
Charlo,  which  is  fairly  centrally  located  on  the  project ;  placed  two  men  on  the 
project  doing  immigration  work.  Those  men  have  been  there  ever  since  and 
are  still  on  the  project  locating  settlers.  In  addition  to  that,  w^e  have  put  out 
si)ecial  publicity  in  pamphlets  advertising  the  Flathead  in  an  attempt  to  bring 
in  settlers. 

In  locating  these  settlers  it  is  our  policy  to  try  to  follow^  up  on  them  for 
about  two  years  after  they  arrive,  help  them  get  acquainted  with  the  country, 
help  them  out  with  their  problems.  Many  of  them  rent  for  the  first  year,  and 
it  is  necessary  sometimes  to  relocate  them  the  second  year.  We  try  to  do 
everything  we  can  to  see  that  they  are  successful.  The  fact  is,  it  is  about  half 
and  half — the  work  of  following  up  on  them  is  about  equal  to  the  job  of 
getting  them. 

Question.  And  in  connection  with  that  work  you  have  had  occasion  to  make  a 
study  of  irrigation  problems  in  connection  with  farming,  have  you? 

Answer.  Oh,  we  are  continually  keeping  in  touch  and  studying  the  irriga- 
tion problems;  yes. 

Question.  Just  state  what  progress  your  company  has  made  in  connection  with 
this  work  on  the  Flathead  in  the  last  five  years? 
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Answer.  Mr.  Larson,  in  charge  of  our  Charlo  office,  reports  tliat  we  have 
placed  634  families  in  the  Flathead  Valley  in  that  time.  It  is  difficult  to  state 
just  how  many  are  still  there.  In  this  kind  of  work  it  must  he  understood  that 
we  get  all  classes  of  people,  some  of  them  with  funds  and  some  without  much 
money.  Some  of  them  are  more  or  less  what  we  call  the  "  wandering  soul " 
type  of  people  that  want  to  move  on,  but  Mr.  Larson  estimates  that  there  are 
between  450  and  500  of  these  families  still  in  the  Flathead  Valley. 
Question.  And  permanent  residents  there? 
Answer.  So  far  as  we  know  now ;  yes. 

Question.  In  just  a  word,  what  is  the  stage  of  settlement  work  upon  the 
project?    Is  the  project  settled  up  as  far  as  the  development  of  the  project 
warrants,  at  this  time? 
Answer,  Yes. 

Question.  What  do  you  say  as  to  the  probable  ueeds  of  this  project  for  water 
in  the  future,  as  the  project  is  completed  and  developed? 

Answer.  The  project  has  about  half  of  its  storage  completed,  about  a  third 
of  the  lands  under  irrigation — that  is,  being  farmed  under  irrigation — and  last 
year  was  short  of  water.  At  the  present  time  it  is  generally  understood  that 
the  project  will  have  a  duty  of  water  of  about  1%  acre-feet,  but  this  duty  of 
water  will  increase  as  the  project  develops,  because  they  will  establish  a  diversi- 
fied system  of  farming  there.  I  can  illustrate  that  increase  by  taking  an  indi- 
vidual farm  of  160  acres.  At  the  present  time  that  farm  would  probably  be 
■farmed  in  two  ways.  One  system  would  be  an  irrigation  system  of  farming; 
another  would  be  the  dry-land  system  of  farming,  for  the  simple  reason  that 
farmers  do  not  feel  confident  that  they  have  sufficient  water  to  place  their  entire 
farm  under  an  irrigation  system.  That  farm  might,  therefore,  have  in  the 
neighborhood  of  20  acres  of  alfalfa,  60  acres  of  grain  under  irrigation,  the  bal- 
ance being  farmed  under  the  dry-land  system.  Alfalfa  and  grain  have  a  duty 
of  water  of  about  1%  acre-feet,  so  that  farm  would  have  80  acres,  with  a  duty 
of  water  of  1%  acre-feet,  which  would  make  about  120  acre-feet  for  the  farm, 
or  less  than  an  average  of — I  should  say  that  this  way :  Or  an  average  of  about 
%  of  an  acre-foot  for  the  entire  farm.  As  that  farm  develops  and  is  placed 
in  a  system  of  crop  rotation  it  will  be  divided  up,  we  will  say,  into  about  40- 
acre  fields,  growing  alfalfa,  potatoes,  beets,  and  grain,  as  an  illustration.  The 
beets  and  potatoes  would  have  a  duty  of  water  of  about  2%  acre-feet.  To 
shorten  it  up,  it  would  total  about  340  acre-feet  for  the  entire  farm,  or  a  little 
over — an  average  of  a  little  over  2  acre-feet  per  acre  of  water  demand  for  the 
whole  farm. 

This  diversification  shows  how  the  increase  in  demand  for  water  will  grow 
there  as  the  country  develops. 

Question.  And  what  is  your  opinion  from  observation  of  the  Flathead  project 
as  to  whether  that  process  will  take  place? 
Answer.  Well,  it  must  take  pl^ce. 
Question.  Is  it  taking  place  now? 

Answer.  I  think  I  can  illustrate  that  by  the  figures  of  what  has  been  going  on 
there  in  the  last  six  years.  The  alfalfa  acreage  has  increased  from  10,000  to 
16,000  acres  in  the  past  six  years,  or  more  than  50  per  cent.  Sweet  clover 
growing  to  build  up  the  soil  is  becoming  more  general.  The  same  pasture  acre- 
age has  been  increasing.  We  know  that  the  production  of  sugar  beets,  while  it 
is  just  starting  there  now,  will  increase  from  year  to  year.  They  have  started 
out  with  something  like  200  acres  last  year,  and  they  had  about  600  acres  this 
year,  and  they  will  be  growing  additional  acreages  as  they  get  in  shape  to 
produce  beets.  That  project  should  be  able  to  produce  between  seven  and 
ten  thousand  acres  of  beets  every  year. 

Dairy  production  has  doubled  on  the  project  in  the  last  six  years.  They  have 
now  about  8,000  dairy  cows.  The  number  of  hogs  has  increased  from  3,869 
head  to  4,574. 

Beef  cattle  have  Increased  from  6,002  head  to  11,237.  I  might  say  that  this 
project  has  at  the  preesnt  time  a  cow-testing  association  whose  average 
butterfat  production  per  cow  is  greater  than  the  average  butterfat  production 
per  cow  of  the  dairy  State  of  Wisconsin. 

They  are  shipping  out  in  the  neighborhood  of  $100,000  worth  of  turkeys 
every  year.  They  are  shipping  out  in  carload  lots  honey,  flour-mill  products, 
apples,  a  number  of  other  products  that  are  classified  as  going  with  the 
diversified  farm. 

They  have  a  livestock  shipping  association  that  Is  one  of  the  youngest  in 
the  State,  and  yet  It  Is  one  of  the  largest  shippers  of  any  interest  that  we  have 
in  the  State. 
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Question.  I  gather  from  what  you  say  that  these  figures  indicate  a  very 
rapid  development  in  diversified  agriculture? 

Answer.  Yes. 

Question.  And  that  your  opinion  is  that  there  is  going  to  be  a  rapid  increase 
in  the  per-acre  demand  for  water? 

Answer.  Yes. 

Question.  I  will  ask  you  to  state  whether  or  not  you  are  familiar  with  the 
proposal  to  procure  for  this  project  15,000  horsepower  on  terms  that  have  been 
mentioned  here? 

Answer.  I  have  followed  that  rather  closely ;  yes. 

Question.  What  would  you  say  is  your  opinion  as  to  the  desirability  or 
the  necessity  of  securing  this  block  of  power  for  the  irrigation  project? 

Answer.  Well,  the  necessity  lies  in  two  ways.  It  is  quite  evident  that  the 
project  will  need  more  water  than  is  now  contemplated  will  be  made  available 
by  the  gravity  system.  The  only  other  place  that  they  can  get  it  is  by  pumping 
from  Flathead  River,  unless  they  can  bring  it  over  the  Mission  Range  of 
mountains.  They,  therefore,  need  power  for  pumping  purposes.  Then  it  is  m 
line  with  the  development  of  the  irrigation  project  that  they  have  power  for 
farm  use.  for  two  reasons:  People  are  demanding  nowadays  better  conveni- 
ences on  the  farm,  and  they  are  entitled  to  a  better  standard  of  living ;  and  on- 
top  of  that,  by  being  able  to  offer  these  attractions,  it  is  going  to  be  possible  to 
get  the  class  of  people  with  a  little  bit  more  money  to  start  with. 

Question.  I  take  it  you  are  familiar  also  with  the  proposed  plan  of  selling 
power  for  the  purpose  of  retiring  some  of  the  deferred  obligations  of  the 
j)roject? 

Answer.  Yes. 

Question.  And  what  do  you  say  as  to  the  necessity  or  desirability  of  making 
power  available  for  that  purpose,  for  resale,  I  mean? 

Answer.  I  might  state  that  from  our  standpoint  we  have  told  all  the  settlers 
that  we  have  brought  in  there  that  sufficient  w^ater  was  guaranteed,  because 
Congress  had  made  provision,  at  least  indicated  that  they  contemplated  the 
full  development  of  this  project,  and  in  those  plans  had  included  power  for 
pumping  purposes,  so  as  to  assure  plenty  of  water.  And  we  have  also  told 
these  people  that  certain  revenues  might  accrue  from  the  power  development 
which  would  be  applied  eventually  on  part  of  their  construction  costs.  The 
point  is  now  that  if  these  advantages  are  taken  away  from  the  project  it  is 
going  to  be  difficult  to  hold  a  lot  of  these  people,  because  they  haven't  become 
firmly  rooted  yet,  but  w^hat  they  can  move  away. 

Another  point  is  that  the  present  contract  with  the  Government,  signed  by 
the  Flathead  irrigation  district,  states  that  the  project  shall  begin  paying  on 
the  basis  of  2%  per  cent  of  the  amount  of  money  spent  at  the  date  of  public 
nofice.  Any  money  spent  thereafter  will  not  be  paid  back  until  after  40  years 
have  elapsed,  and  it  is  in  the  interest  of  the  public  interest  that  these  construc- 
tion charges  be  paid  in  part  by  revenues  derived  from  the  power  development ; 
that  is,  if  the  Government  is  to  get  its  money  back  within  a  reasonable  length 
of  time. 

Question.  With  respect  to  the  country  there  as  a  whole,  would  you  say  that 
the  basic  industry  of  the  whole  section  of  the  country  is  agriculture? 

Answer.  Yes. 

Question.  Is  there  anything  else  to  support  the  people  who  live  in  that 
vicinity  than  agriculture,  generally  speaking? 

Answer.  No. 

Question.  And  what  would  you  say  as  to  the  possibility  of  successfully  main- 
taining the  agriculture  industry  in  that  section  without  this  project? 

Answer.  Well,  there  are  certain  areas  there  of  good  soil,  that  take  up 
moisture  readily  and  hold  it  readily,  that  can  be  farmed  under  the  dry-land 
farming  system,  but  these  areas  are  limited,  and  also  they  are  running  up 
against  competition  from  the  other  dry  land  farming  sections,  and  I  question 
whether  or  not  they  can  compete  in  the  I'roduction  of  wheat,  which  would  be 
their  main  cash  crop,  because  the  farm  can  not  be  made  large  enough.  Wheat 
is  being  raised  in  eastern  Montana  on  a  large  scale  farming  system,  and  costs 
of  production  are  being  brought  down  to  under  65  cents  a  bushel  gradually. 
These  folks  can  not  compete  with  that  kind  of  farming.  And  in  addition  to 
that,  dry-land  farming  doesn't  establish  as  stable  a  system  of  farming  as  can 
be  developed  under  irrigation.  A  man  attempting  to  utilize  his  rough  lands 
in  raising  livestock  is  up  against  the  proposition  of  not  having  a  dependable 
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supply  of  winter  feed;  therefore,  in  sliort  years  lie  has  got  to  cut  down  his 
herd  of  stock,  and  it  is  more  or  less  of  an  up  and  down  system  of  farming. 
On  the  other  hand,  under  irrigation  he  has  an  opportunity  to  develop  a  stable 
system  of  farming  that  brings  him  a  fairly  uniform  income  year  in  and  year 
•out,  and  it  makes  for  better  conditions  on  the  farms  and  in  the  towns. 

Question.  Do  you  know  of  anything  or  of  any  condition  upon  tlie  Flathead 
in  the  way  of  soil  conditions,  climatic  conditions  or  anything  other  than  the 
water  supply,  which  would,  in  your  opinion,  prevent  the  full,  successful  develop- 
ment of  this  project  under  a  diversitied  type  of  agriculture? 

Answer.  There  are  possibly  a  few  acreages — they  are  only  nominal  in  pro 
portion  to  the  total  acreage — that  might  not  come  in  that  class.  But  take  the 
project  as  a  whole,  there  is  no  question  in  our  opinion  but  what  it  can  be  made 
B.  very  successful  project. 

Mr.  Pope.  You  may  inquire. 

Cross-examination  by  Mr.  Dixon  : 

Question.  Mr.  Campbell,  I  want  to  ask  you,  what  will  be  the  result  following 
the  successful  development  of  this,  irrigation  project  on  the  Indian  lands  inter- 
spersed throughout  the  white  lands  under  the  project?  What  result  on  the 
value  of  the  Indian  lands  will  the  successful  operation  have? 

Answer.  The  Indian  lands  will  increase  in  value. 

Question.  Just  the  same  as  the  white  lands? 

Answer.  Yes.  It  is  the  water  that  makes  them  valuable  beyond  a  certain 
minimum  limit. 

Question.  Will  the  successful  development  of  irrigation  under  this  project 
anipng  the  whites  offer  a  much  greater  opportunity  to  the  Indians  for  employ- 
ment, who  live  interspersed  among  the  white  settlers? 

Answer.  That  is  the  way  we  look  at  it ;  yes. 

Mr.  McCoRMACK.  I  would  like  to  ask  Mr.  Campbell  a  few  questions,  Mr. 
Chairman. 

Mr.  Dixon.  Yes;  go  ahead. 

By  Mr.  McCormack  : 

Question.  You  have  had  considerable  experience  with  irrigation  through 
Montana,  either  by  observation  or  personally? 

Answer.  Yes. 

Question.  In  your  various  times  of  employment.  I  would  like  to  ask  you 
how  long  has  the  reservation  been  settled? 

Answer,  It  was  opened  to  settlement  in  1910,  if  I  remember. 

Question.  Nearly  20  years.  And  has  seepage  appeared  in  the  reservation 
where  irrigation  has  been  practiced? 

Answer.  There  is  some  seepage  down  around  Charlo,  and  there  is  some  up 
on  the  higher  bench.  I  imagine  that  seepage  on  the  higher  land,  though,  has 
always  been  there. 

Question.  Whereabouts  is  this  high  land? 

Answer.  It  is  north  of  St.  Ignatius. 

Question.  Between  there  and  Ronan? 

Answer.  Yes. 

Question.  That  pot  hole  country  you  have  reference  to? 

Answer.  Yes. 

Question.  Will  there  be  more  seepage  on  the  lands  of  the  Flathead,  I  mean 
generally?    I  don't  mean  at  any  particular  place,  but  will  it  increase? 

Answer.  If  it  is  anything  like  other  irrigation  projects  we  can  expect  that 
some  drainage  will  be  necessary  there  eventually. 

Question.  As  the  years  go  on? 

Answer.  We  anticipate  that ;  yes.    We  don't  know  how  much  yet. 

Question.  No;  you  don't  know  until  it  comes.  What  is  the  seepage  due  to, 
principally? 

Answer.  It  is  lack  of  drainage. 

Question.  I  suppose  you  could  say  it  either  way.  You  could  say  the  water 
is  higher  than  the  land. 

Answer.  I  might  illustrate  that  by  what  is  called  the  "  Big  Ditch  "  in  the 
Bitter  Root  Valley,  being  higher  than  the  lands  in  the  main  part  of  the 
valley.  Seepage  from  the  big  ditch  is  developing  the  demand  for  drainage 
on  the  lower  lands  below. 

Question.  You  are  familiar  with  the  Yellowstone  districts  from  Billings 
down? 

Answer.  I  have  been  there  quite  frequently ;  yes. 
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Question.  I  just  want  to  make  brief  reference  to  it.  Considerable  seepage 
has  appeared  there? 

Answer.  Yes. 

Question.  In  some  districts? 

Answer.  Yes. 

Question.  And  where  there  isn't  a  reef  of  gravelly  sub-soil  to  provide  natural 
drainage? 

Answer.  Drainage  is  necessary ;  yes. 

Question.  Does  it  generally  follow  irriga talon  after  a  term  of  years? 

Answer.  Yes. 

Question.  You  have  made  a  brief  reference ;  I  can't  resist  the  opportunity  to 
ask  you  a  question  in  regard  to  your  statement  that  wheat  is  raised  at  55  cents 
a  bushel  on  these  sites. 

Answer.  No  ;  I  said  that  they  were  getting  to  the  point  where  they  were 
expecting  to  produce  wheat  at  65  cents  a  bushel  or  less,  under  this  system  of 
large-scale  farming,  and  I  think  a  good  many  of  them  are  doing  so. 

Question.  Another  question  naturally  follows,  that  wheat  is  above  65  and 
has  been  for  years,  and  why  are  they  all  broke? 

Answer.  They  are  not  all  broke. 

Question.  Well,  except  a  small  per  cent  of  them. 

Mr.  Pope.  If  the  commission  wants  to  hear  this,  I  have  no  objection,  but  I 
don't  see  the  relevancy  of  it. 

Mr.  Dixon.  As  long  as  these  farmers  have  no  lawyers,  we  will  give  them  quite 
wide  latitude.     [Laughter.] 

Mr.  McCoRMACK.  How  is  that,  Mr.  Chairman? 

Mr.  Dixon.  As  long  as  these  farmers  here  have  no  lawyers,  we  will  give  them 
a  little  wider  latitude. 

Mr.  McCoRMACK.  The  witness  subjected  himself  to  the  question  by  his  state- 
ment, and  I  merely  w^anted  to  find  out  where  this  wheat  was  raised.  I  want  to 
move  there.     [Laughter.] 

I  think,  Mr.  Chairman,  that's  all.  Thank  you.  I  am  not  hostile,  you  know ; 
I  just  wanted  to  know. 

By  Mr.  Grorud: 

Question.  In  your  exhaustive  study  of  this  project,  have  you  made  any  calcu- 
lation as  to  what  it  would  cost  for  drainage  in  addition  to  the  other  costs  of 
construction? 

Answer.  No ;  I  am  leaving  that  up  to  the  engineers. 

Question.  Didn't  you  state  that  you  have  induced  between  450  and  500 
farmers  to  come  and  settle  on  the  Flathead  project  since  1925? 

Answer.  I  stated  we  had  brought  634  families  in  their,  and  that  Mr.  Larson 
estimated  there  were  between  450  and  500  of  them  still  there. 

Question.  And  you  did  thell  them,  did  you,  that  they  would  be  guaranteed  a 
suflBcient  amount  of  water? 

Answer.  Yes :  we  practically  used  the  word  "  guarantee,"  We  did  that  on 
what  we  considered  reliable  authority. 

Question.  On  what  authority? 

Answer.  The  statement  of  the  reclamataion  engineers  or  the  Indian  Service 
engineers ;  the  fact  that  the  Government  had  reserved  this  power  site  for  pump- 
ing purposes  and  had  filed  on  the  water  in  Flathead  River  on  behalf  of  the 
project  by  acts  of  Congress  and  by  the  contract  with  the  Government  that  the 
settlers  now  have. 

Question.  Is  that  the  only  authority  which  you  relied  upon? 

Answer.  We  considered  that  reliable ;  yes. 

Question,  Did  you  have  consideration  of  the  fact  that  the  Indians  owned  the 
water-power  sites? 

Answer.  We  have  given  that  some  thought ;  yes. 

Question.  Well,  what  is  your  opinion  on  it? 

Answ^er,  We  can  only  take  the  opinion  of  attorneys  on  that  question. 

Question.  The  statement  of  the  Indian  Bureau  and  the  Reclamation  Service? 

Answer.  Generally  considered,  the  way  I  look  at  it  is  that  the  Indians  own 
these  lands,  for  which,  as  I  understand  it,  they  are  to  be  paid  a  fair  rental. 

Question.  Now,  you  also  told  these  settlers  that  certain  revenue  would  be 
derived  from  the  power  developed? 

Answer,  Yes, 
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Question.  What  was  the  basis  for  such  a  statement? 

Answer.  Our  most  authentic  basis  is  the  contract  with  the  Government, 
which  si)ecifies  that  revenues  from  the  power  development  will  be  used  for 
the  payment  of  the  expended  accounts  on  the  Camas  Division,  for  the  construc- 
tion of  the  power  plant  and  transmission  lines,  and  eventually  for  reducing 
the  payments  on  the  construction  charges  on  the  entire  project. 

Question,  Contract?     What  contract  is  that  you  refer  to? 

Answer.  That  is  the  contract  entered  into  with  the  Flathead  irrigation  dis- 
trict and  the  Government,  which  has  just  recently  been  confirmed  and  signed 
by  both  parties. 

Question.  And  you  think  that  is  in  full  operation  at  the  present  time? 

Answer.  On  the  Flathead  district;  yes. 

Question.  You  think  so? 

Answer.  So  far  as  I  know. 

Question.  Has  anyone  advised  you  to  that  effect? 

Mr.  Pope.  That  is  objected  to  as  asking  the  witness  for  a  legal  conclusion. 

Mr.  Dixon.  He  has  already  testified  that  the  Government  Department  of  the 
Interior  has  entered  into  these  contracts  with  the  settlers  there;  that  power 
from  the  project  would  be  used  in  reducing  the  cost  of  their  land. 

Question.  Is  that  the  position  now  of  the  Secretary  of  the  Interior,  that  this 
contract  is  in  full  operation ;  that  it  has  been  declared  that  this  is  a  feasible 
proposition  ? 

Mr.  Pope.  There  isn't  any  question  about  it,  Mr.  Grorud.  If  you  want  to 
inquire  about  that,  you  might  ask  the  representatives  of  the  Indian  Bureau 
here.  But  I  have  certified  copies  of  the  contract  which  I  propose  to  offer  in 
due  time.     If  you  wish  to,  we  can  take  that  up  at  that  time. 

Mr.  Dixon.  The  contract  was  prepared  by  the  Indian  Bureau  here.  As  I 
understand  it,  the  Flathead  district,  constituting  the  greater  part  of  the  project, 
has  already  signed. 

Mr.  Grobud.  I  understand  now  that  they  will  take  a  certain  portion  of  the 
rentals  of  the  site? 

Mr.  Dixon.  I  understand  that  they  take  a  certain  amount  of  the  power  devel- 
opment there  for  the  reduction  of  the  excessive  costs  on  the  project. 

Mr.  Grorud.  And  that  now  is  a  legal  contract  and  in  full  force  and  effect? 

Mr.  Dixon.  Of  course. 

Mr.  Pope.  Certainly.  Not  only  that,  but  Congress  last  February,  or  last 
March,  expressly  recognized  that  contract  and  alluded  to  it  in  the  latest  legis- 
lation ;  made  specific  reference  to  the  contract. 

Mr.  Grorud.  That  is  one  thing  we  can't  agree  upon.     Congress  did  not. 

Mr.  Pope.  Then  I  suggest  that  counsel  refrain  from  asking  a  lay  witness  for 
a  legal  opinion,  and  we  won't  get  into  this  argument. 

Mr.  Grorud.  He  is  here  to  answer  a  lot  of  questions  and  his  opinion  about 
these  contracts.  I  think  I  have  a  right  to  inquire  into  the  basis  for  all  these 
opinions  that  he  has  been  giving. 

Answer.  Well,  as  far  as  we  are  concerned,  we  have  a  good  deal  of  confidence 
in  Mr.  Pope,  and  we  are  willing  to  take  his  statement  in  the  matter. 

By  Mr.  Grorud  : 

Question.  And  that  is  the  basis  for  the  inducement  that  you  held  out  to  the 
settlers  ? 

Answer.  We  have  used  that  as  an  inducement ;  yes. 

Question.  In  order  to  make  this  a  successful  irrigation  project  it  will  be 
necessary  to  have  the  right  kind  of  farmers,  as  I  take  it? 

Answer.  Yes. 

Question.  And  the  land  under  irrigation  now  is  owned  practically  50  per  cent 
by  the  Indians? 

Mr.  Pope.  That  is  objected  to  as  stating  a  fact  that  the  witness  has  not 
testified  to,  and  based  on  the  wrong  assumption  of  fact.  The  evidence  shows 
here,  and  it  Is  in  the  table  furnished  by  Mr.  Hanna,  that  about  20  per  cent 
of  the  irrigated  lands  are  in  Indian  ownership.  We  object  to  this  question 
as  assuming  something  not  in  the  evidence. 

By  Mr.  Gboeud: 

Question.  Assuming  now  that  20  per  cent  of  the  lands  in  the  district  or  in 
the  project  are  owned  by  Indians,  would  It  be  necessary^  in  order  to  make  a 
success  out  of  this  project,  to  remove  these  Indian  farmers,  in  your  opinion? 

Answer.  A  lot  of  those  Indians  rent  their  lands  and  receive  a  substantial  reve- 
nue from  them. 
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Qurstiou.  It  is  not  your  opinion,  then,  that  in  order  to  make  this  a  re<il 
successful  project  it  will  be  necessary  to  remove  the  Indian  farmers  from  the 
project? 

Answer.  That  is  taking  in  a  lot  of  territory.  Some  of  those  farmers  are 
Indians  farming  at  the  present  time. 

Question.  In  order  to  get  this  revenut^ — you  have  heard  tlie  testimony  here 
from  witnesses  that  it  will  cost  the  company  $68,000  per  annum?  You  heard 
that  testimony,  did  you  not? 

Answer.  Yes. 

Question.  Who  is  going  to  make  up  this  loss,  Mr.  Campbell? 

Mr.  Pope.  What  loss? 

Mr.  Georud.  The  loss  of  $68,000.  Someone  will  have  to  pay  the  $68,000, 
either  the  public  of  Montana  or  the  Indians.  I  want  to  know  from  Mr. 
Campbell  now  who  is  willing  to  saddle  this  $68,000  a  year. 

Mr.  Pope.  The  good  share  of  it  comes  out  of  the  Federal  Power  Commission. 
Now,  I  object  to  this  question  because  it  is  asking  the  witness  for  a  legal 
conclusion. 

Mr.  Grorud.  No;  not  a  legal  conclusion. 

Mr.  Pope.  And  it  is  incompetent.  No  foundation  has  been  laid.  There  is  no 
testimony  that  any  loss  will  occur  to  anybody. 

Mr.  Grorud.  There  is  testimony  that  it  will  cost  $68,000  a  year  to  furnish 
the  15,000  horsepower  for  the  farmers. 

Mr.  Pope.  There  is  no  such  evidence  as  that.  Your  figures  are  wrong, 
Mr.  Grorud,  in  the  first  place. 

Mr.  Grorud.  I  will  refer  to  the  testimony  of  Mr.  Cochrane. 

Mr.  Pope.  This  witness  is  not  qualified  or  can  not  be  required  to  express 
an  opinion  upon  a  question  of  that  kind.  It  is  obvious  that  there  are  a  whole 
lot  of  elements  that  come  in  here  that  the  commission  is  thoroughly  familiar 
with.  For  instance,  in  the  case  of  this  project  there  are  no  fees  payable  to 
the  Power  Commission,  and  I  might  answer  by  saying  that  a  considerable 
portion  of  any  loss,  if  it  were  a  loss,  came  out  of  the  fees  that  ordinarily 
would  be  paid  to  the  Federal  Power  Commission.  But  anyhow,  what  the 
answer  is  can  be  given  by  the  commission  as  well  without  as  with  this  witness. 

Mr.  Grorud.  I  would  like  to  get  the  opinion  of  this  witness. 

Mr.  DixoN.  Do  you  take  into  consideration,  Mr.  Grorud,  that  Congress  has 
expressly  waived  the  25  cents  per  horsepower  charged  on  all  other  projects, 
in  this  case,  on  the  Flathead? 

Mr.  Grorud.  No;  that  is  not  the  fact.  Congress  has  waived  the  10  per  cent 
administration  charges  by  the  Federal  Power  Commission,  and  all  of  that  to 
be  paid  the  Indians.  That  is  the  act  of  March  3  of  1929.  I  am  familiar  with 
that,  but  that  is  not  the  question  at  all. 

Mr.  Dixon.  Is  it  a  25  cents  per  horsepower  charge,  or  10  per  cent? 

Mr.  Grorud.  Ten  per  cent. 

Mr.  Pope.  It  is  not  any  10  per  cent  charge ;  it  is  25  cents  per  horsepower. 

Mr.  Grorud.  Whatever  it  is,  it  is  waived. 

Mr.  Dixon.  There  is  a  difference  between  10  per  cent  and  25  cents  per 
horsepower. 

Mr.  Grorud.  I  think  the  rules  and  regulations  of  the  commission  provide  10 
per  cent  to  be  charged  for  administration  purposes.  That  was  the  amount 
taken  into  consideration  in  1927.  in  February,  that  60  per  cent  goes  to  the 
settlers,  10  per  cent  to  the  Federal  Power  Commission,  and  30  per  cent  to  the 
Indians. 

Mr.  Pope.  What  we  object  to,  if  the  commission  please,  is  the  adoption  of  a 
method  of  argument  of  legal  propositions  by  propounding  questions  asking  for 
conclusions  of  this  witness.  The  argument  very  properly  comes  at  the  time 
for  argument  and  not  in  connection  with  this  witness. 

Mr.  Grorud.  No  ;  he  very  readily  testified  as  to  the  income  from  the  resale 
of  power.  Now,  I  want  to  know  from  him  who  is  going  to  stand  this  loss. 
Mr.  Cochrane  testified  that  it  will  cost  $68,000  a  year  to  furnish  the  15,000 
horsepower,  and  I  want  to  know  if  they  are  going  to  saddle  that  on  the 
Indians  or  the  public  of  Montana. 

Mr.  Dixon.  Shouldn't  you  ask  that  of  the  Power  Commission? 

Mr.  Grorud.  If  he  doesn't  know,  he  can  say  so. 

Mr.  Pope.  The  situation,  if  the  commission  please,  is  that  this  power  site, 
the  right  to  develop  this  power  site  as  part  of  this  project — there  isn't  a  farmer 
a  white  farmer  on  that  project,  who  hnsn't  bought  and  paid  for  his  land  with 
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a  water  right  appurtenant  thereto,  and  every  dollar  that  he  lias  paid  has  gone 
to  the  Indians.  Now  then,  it  is  a  matter  of  argument  whether  or  not  any- 
thing is  taken  from  the  Indians.  You  can  argue  it  in  your  brief  if  you  want  to. 
I  say  that  what  has  been  taken  away  here  is  the  project's  right  to  this  power 
site.  In  other  words,  what  the  United  States  did  was  simply  to  say :  "  We  are 
going  to  irrigate  these  Indian  lands  and  use  this  power  and  this  water  for 
the  purpose  of  irrigating  the  Indian  lands."  Then  they  became  a  part  of  the 
project,  pur.suant  to  the  act  of  Congress  and  of  the  Department  of  the  Interior. 

Then,  following  that,  all  these  lands  had  appurtenant  water  rights  under 
this  project,  part  and  parcel  of  which  was  this  power  site.  Every  man  who 
is  there  owning  land  has  a  water  right  appurtenant  to  his  land,  and  he  has 
got  the  same  right  in  the  power  site  that  he  has  in  the  reservoir  or  the  ditches 
or  other  constructed  or  contemplated  works  of  the  system ;  and  our  proposition 
is  that  the  right  to  develop  this  power  site  to  the  extent  it  was  contemplated 
in  the  plans  of  the  project  belongs  to  the  project.  Now,  why  argue  that  with 
this  witness? 

Mr.  Russell.  Mr.  Pope,  your  position  is  that  this  is  a  matter  of  argument 
and  to  be  determined  on  the  principles  of  law  as  shown  from  all  of  the 
records? 

Mr.  Pope.  Absolutely. 

Mr.  Gborud.  I  agree  that  the  settlers  have  been  deceived,  and  in  the  name  of 
the  Government  also,  but  we  don't  want  the  Indian  to  be  penalized  just  because 
some  former  Secretary  of  the  Interior  or  some  act  of  Congress  or  some  state- 
ment from  some  railroad  company  induced  these  settlers  to  settle  upon  the 
project. 

Mr.  Dixon.  Isn't  it  a  fact,  Mr.  Grorud,  that  when  these  excess  lands  were 
originally  appraised  by  this  commissison,  on  which  the  representative  of  the 
Flathead  Tribe,  elected  by  the  tribe,  served,  that  they  were  sold  far  in  excess 
of  their  actual  value  in  contemplation  of  the  fact  that  the  Government  was 
putting  in  this  project  there? 

Mr.  Georud.  I  will  state  again  that,  so  far  as  water  for  pumping  for  irriga- 
tion purposes  is  concerned,  we  have  no  objection.  They  can  have  all  the  water 
that  is  necessary  for  irrigation  and  pumping;  and  as  I  understand  it,  it  will 
take  no  revenue  away  from  the  Indians  or  anyone  else  if  this  water  is  pumped 
by  secondary  power. 

Mr.  Dixon.  You  should  address  that  argument  to  the  Federal  Power  Com- 
mission, instead  of  arguing  with  a  farmer  who  don't  know  anything  about 
the  law  in  the  case,  I  imagine — I  don't  know  what  he  has  heard  by  hearsay. 

Mr.  Georud.  Now,  just  because  Mr.  Pope,  representing  his  client,  of  course, 
tells  this  commission  that  these  power  sites — that  there  are  some  equities  that 
belong  to  the  irrigation  system,  that  is  not  necessarily  the  fact. 

Mr.  Dixon.  No;  it  is  evidence  introduced  here  that  will  show  whether  tliey 
do  or  do  not. 

Mr.  Geoeud.  Certainly. 

Mr,  Dixon.  But  that  was  not  the  question  that  was  propounded  to  this 
witness. 

By  Mr.  Georud: 

Question.  I  will  ask  you,  Mr.  Campbell,  assuming  that  it  would  cost  either 
one  of  the  applicants  $68,000  a  year  to  furnish  the  15,000  horsepower,  are  you 
willing  that  this  $68,000  should  be  saddled  upon  the  Indians? 

Mr.  Dixon.  I  think  that  is  not  proper,  as  to  what  an  individual  person  who 
has  no  interest  in  it  might  be  willing  to  do. 

Mr.  Geoeud.  He  has  considerable  interest  in  this  project.  He  has  promised 
the  settlers  that  settle  upon  this  project 

Mr.  Dixon  (interposing).  I  rule  that  is  not  a  proper  question  to  ask  the 
witness,  whether  or  not  he  is  willing  to  have  it  saddled  on  the  Indians. 

Mr.  Geoeud.  Or  on  the  Montana  public. 

Mr.  Pope.  We  object  for  the  same  reasons. 

Mr.  Dixon.  That  is  a  matter  purely  for  the  commission  to  decide.  In  view  of 
the  evidence  offered  here. 

Mr.  Georud.  I  believe  that  is  all. 

Mr.  Dixon.  Does  anybody  else  wish  to  ask  Mr.  Campbell  any  (piestions? 
If  not,  call  your  next  witness. 

(Witness  excused.) 

Thereupon, 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  LT^ITED  STATES     4227 

D.  A.  Dejllwo  was  called  as  a  witness  for  and  on  behalf  of  the  Flathead 
irrigation  district,  and,  having  been  first  duly  sworn,  was  examined  and 
testified  as  follows : 

Direct  examination  by  Mr.  Pope: 

Question.  Where  do  you  reside,  Mr.  Dellwo? 

Answer.  On  a  farm  near  Charlo,  Mont. 

Question.  How  long  have  you  resided  there? 

Answer.  I  have  been  there  since  1914. 

Question.  And  I  will  ask  you  if  you  hold  any  official  position  in  the  Flathead 
irrigation  district? 

Answer.  I  am  commissioner — one  of  the  commissioners  of  the  district — and 
I  am  secretary  of  the  board. 

Question.  You  have  held  that  position  since  the  organization  of  the  district, 
have  you? 

Answer.  Yes. 

Question.  Will  you  state  in  round  figures  the  area  of  that  district? 

Answer.  The  area  of  the  district  is  about  88,000  acres.  That  is  the  irrigable 
area  within  its  exterior  boundaries.  The  area  of  the  land  technically  a  part  of 
the  district  is  about  70,000  acres. 

Question.  And  there  are  other  irrigation  districts  on  the  project,  are  there? 

Answer.  There  are  two  others. 

Question.  And  about  how  large  are  they  and  what  are  they? 

Answer.  The  Mission  irrigation  district  and  the  Jocko  irrigation  district. 
I  can  give  you  the  exact  area  of  those  in  a  short  time  here.  The  Jocko  district, 
or  Jocko  division,  rather,  has  an  irrigable  area  of  13,500  acres.  Part  of  those 
lands,  of  course,  would  be  trust  patent  Indian  lands  and  would  not  now  be 
technically  a  part  of  the  district. 

Question.  I  just  want  the  district. 

Answer.  About  5,000  acres   I  believe. 

Question.  In  the  Jocko  district? 

Answer.  Yes. 

Question.  And  in  the  Mission  district? 

Answer.  Perhaps  slightly  more  than  that. 

Question.  And  will  you  state  whether  or  not  your  district,  Flathead  irrigation 
district,  has  entered  into  a  repayment  contract  with  the  United  States? 

Answer.  Yes. 

Mr.  Pope.  I  will  ask  that  these  be  marked. 

Mr.  Bonner.  That  will  be  Exhibit  15. 

Mr.  Pope.  The  repayment  contract. 

Mr.  Grorud.  Of  course,  it  is  understood  that  we  object  to  all  this  line  of 
questioning. 

Mr.  Pope.  Certainly. 

Mr.  Bonner.  And  the  supplemental  contract  of  February  27,  1919,  will  be 
Exhibit  16. 

By  Mr.  Pope: 

Question.  Did  you  reside  on  the  project  prior  to  1914? 

Answer.  Yes ;  I  settled  there  first  in  1912.  I  filed  an  application  for  a  home- 
stead in  1910.  but  I  established  my  residence  on  my  present  farm  in  1914. 

Question.  I  will  ask  you,  referring  back  to  the  time  when  you  acquired  your 
present  holdings,  will  you  state  how  you  acquired  your  land,  the  land  that  you 
own  ? 

Answer.  I  think,  Mr.  Pope,  that  you  want  me  to  tell  the  story  as  a  farmer 
sees  it  out  there,  about  the  general  settlement  of  that  country :  how  those  set- 
tlers were  brought  in  there,  not  only  myself  but  those  several  hundred  other 
settlers. 

Question.  Yes :  you  can  go  ahead  with  that,  if  you  prefer. 

Mr.  Grorud.  I  object  to  any  testimony  as  the  farmer  sees  it.  He  might  see 
it  the  wrong  way. 

Mr.  Dixon.  What  is  the  objection? 

Mr.  Grorud.  The  question  is  how  the  farmer  sees  it,  or  saw  it,  in  settling 
upon  this  district.  It  is  not  the  way  the  farmer  saw  it ;  it  is  the  way  the  com- 
mission now  are  going  to  see  it. 

Mr.  DixoN.  From  the  testimony  of  this  farmer.  He  said,  by  way  of  paren- 
thesis, that  he  was  a  farmer,  and  he  was  going  to  testify  as  a  farm  settler,  as 
I  understood  his  answer.    Proceed,  Mr.  Dellwo. 
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Answer.  If  the  commission  please,  I  will  just  try  to  present  you  with  a  short 
picture  of  our  experiences  out  there  as  farmers  on  this  project. 

As  Mr.  Pope  told  you,  back  there  about  20  years  ago  the  Indians  allotted  a 
portion  of  their  lands  amongst  themselves  and  invited  the  public  to  come  in  and 
settle  and  improve  the  balance  of  them.  Most  of  us  who  are  now  fanning  on 
the  Flathead  were  young  folks  then,  casting  about  for  a  place  to  make  a  per- 
manent home,  and  we  were  lured,  one  might  say,  to  that  country  out  there  by 
the  prospect  that  was  held  out  to  us  of  owning  a  piece  of  land  in  a  fertile 
country  that  would  be  irrigated  by  a  Government  project.  These  lands  were 
thrown  open  under  a  peculiar  plan.  A  lottery  was  held.  The  names  of  the 
applicants  were  put  in 

Mr.  Grortjd.  I  submit  that  that  is  a  matter  of  law,  a  matter  of  history. 

Mr.  Dixon.  It  is  just  incidental. 

By  Mr.  Pope: 

Question.  Just  tell  what  you  did  or  what  you  observed  there  as  to  what  was 
done. 

Answer.  Yes. 

Mr.  Dixon.  As  a  matter  of  fact,  the  Indian  Ofhce  did  hold  a  lottery  and  in- 
vited the  settlers  to  come  in  there. 

Answer.  To  put  it  in  a  different  way,  our  names  were  put  in  a  can  and  a 
drawing  was  held,  and  the  one  who  drew  the  so-called  "  lucky  numbers  "  got  a 
piece  of  land  and  the  others  did  not.  I  want  to  point  out  that  the  one  who 
drew  these  so-called  "  lucky  numbers  "  were  not  all  treated  alike.  Some  of 
them  were  obliged  to  pay  as  high  as  $7  an  acre  for  those  lands,  and  some  got 
their  lands  for  as  low  as  $1.50,  depending  upon  whether  or  not  they  were  under 
this  proposed  irrigation  project. 

At  that  time  the  advantages  of  settling  upon  this  land  had  been  heralded 
abroad,  of  course,  through  every  sort  of  agency,  including  rumor,  newspaper 
Items,  railroad  literature,  magazines  which  were  published  especially  for  the 
purpose  of  informing  the  prospective  settlers.  I  remember  paying  $10  for  a 
subscription 

Mr.  Grorud.  Just  a  moment — are  w^e  going  to  understand  now  that  the 
Indians  are  to  be  bound  by  the  literature  sent  out  by  the  railroad  companies? 

Mr.  Dixon.  Not  at  all.  This  is  purely  incidental  as  to  how  he  came  to 
settle  on  the  land. 

Answer.  I  remember  paying  $10  for  a  subscription  to  a  magazine  which  was 
known  as  the  Flathead  Resenation — the  publishers,  rather,  were  known  as 
the  Flathead  Reservation  Information  Agency — and  they  advised  us  that  we 
could  go  about  our  various  businesses  and  not  worry  any  further  about  when 
this  reservation  was  to  be  opened ;  that  they  would  keep  us  informed  so  that 
we  would  not  miss  the  opportunity  of  getting  some  of  these  lands. 

At  that  time  one  of  the  principal  items  which  was  held  out  to  us  as  an  attrac- 
tion to  this  country  was  the  fact  that,  as  a  part  of  this  project,  a  great  electrical 
pumping  system  or  electrical  and  pumping  system,  was  to  be  installed.  I  well 
remember  back  there  at  the  time  that  the  Newell  tunnel  w^as  being  driven  at 
this  very  site  in  c<^)ntroversy  here,  at  the  time  the  first  concrete  structures  were 
being  erected  on  the  proposed  canal  system,  and  the  lines  of  surveyor's  stakes 
meandered  across  the  country  out  there,  the  trips  that  we  used  to  take  with 
wagons  and  saddle  horses  to  view  this  great  sight,  and  I  haven't  forgotten  the 
visions  that  we  had  of  that  country  there,  which  is  protected  from  extremes 
of  climate  by  those  surrounding  mountains,  and  which  we  considered  then  was 
blessed,  and  our  experience  has  proven  is  blessed,  with  a  soil  that  only  needs 
water  to  make  it  respond,  and  we  could  see  then  in  our  mind's  eye  a  great 
expanse  of  gardens  and  meadows  and  big  white  houses  and  big  red  bams  taking 
the  place  of  that  more  or  less  barren  plain  there. 

And  I  want  to  call  the  commission's  attention  to  the  fact'  that  we  bore  in 
mind  at  that  time  that  this  thing  was  not  being  done  by  exploiters ;  that  it  was 
being  done  by  the  United  States,  and  it  never  occurred  to  us  that  anything  could 
go  wrong  with  it.  Rut  time  went  on  and  it  seemed  that  no  work  was  being 
done,  and  we  fanners  out  there  who  thought  that  all  we  had  to  do  was  to  take 
our  lands  and  fence  them  and  build  a  house  on  them  and  cultivate  them,  found 
that  we  had  to  buckle  up  and  get  after  Congress  and  see  that  our  project  was 
finished  or  it  never  would  be  finished.  And  to  our  disappointment,  every  time 
it  seemed  that  we  asked  for  an  appropriation  it  was  necessary  to  have  an 
investigation  of  the  project,  and  those  investigations,  as  a  rule,  didn't  result  in 
much. 
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However,  after  about  1(5  years  we  were  beginning  to  discover  that  we  were 
getting  old.  We  formed  an  organization  out  there  of  farmers,  the  sole  object 
of  which  was  to  hammer  away  at  Congress  until  that  project  was  finished  and 
our  lands  were  irrigated,  so  that  we  could  get  ourselves  into  a  type  of  farming 
adaptable  to  irrigation,  a  type  of  farming  that  we  planned  on  when  we  went 
there.  The  result  was  another  investigation.  That  one,  however,  has  borne 
fruit.  A  subcommittee  on  appropriations  for  the  interior  investigated  that 
project,  went  out  there  and  held  hearings. 

Mr.  Dixon.  That  was  Congressman  Cramton's  committee? 

Answer.  Congressman  Cramtou  was  chairman  of  the  committee,  and  got  the 
real  story  from  the  people  who  were  on  the  lands,  sat  there  and  patiently 
listened  to  them.  And  I  want  to  say  that  was  the  first  time  that  that  had  ever 
been  done. 

The  result  of  that  was  that  this  Congressman  came  back  from  there  with  an 
interest  in  the  project  at  heart,  and  a  plan  was  worked  out.  It  was  plain  to 
him  and  to  those  who  were  with  him  that  the  cost  of  that  project,  through 
delay  and  otherwise,  had  mounted  up  until  they  were  bound  to  be  burdensome. 
It  was  evident  also  to  them  that  if  the  power  could  be  developed  as  a  part  of 
the  project  and  during  the  times  of  the  year  when  it  was  not  being  used  to 
convey  water  to  these  lands  it  could  be  sold,  and  during  years  when  there  was 
a  considerable  rainfall  and  so  much  of  it  was  not  needed  for  irrigation  it 
could  be  sold,  and  it  might  help  to  reduce  those  charges. 

I  remember,  at  the  time  that  Mr.  Campbell  was  there,  being  called  upon 
myself  to  tell  the  story  about  the  project,  and  I  briefly  told  him  that  the  one 
big  thing  that  we  wanted  out  there  was  water;  that  if  we  were  assured  that 
we  would  always  have  water  to  irrigate  our  lands  we  were  not  materially 
concerned  with  what  it  was  going  to  cost ;  that  the  next  item  of  importance 
was  terms  of  repayment,  and  I  called  his  attention  to  the  fact  that  it  would 
be  just  as  easy  for  those  lands  to  pay  back  $100  in  a  hundred  years  as  it 
would  be  to  pay  back  $20  in  20  years. 

The  result  of  all  that  was  the  plan  which  is  now  in  operation  out  there 
under  this  repayment  contract  which  has  been  offered  here,  under  which  the 
United  States  agrees  to  complete  our  project,  part  of  which  is  a  pumping  plant 
and  electrical  plant,  or  the  equivalent  of  that  in  power,  and  the  settlers  on 
the  other  hand  agreeing  to  repay  every  last  cent  of  the  charges — costs,  rather — 
incurred  by  the  Government  on  account  of  the  project  over  a  long  term  of  years. 

It  was  the  plan  at  that  time — I  think  it  must  have  been — that  this  term 
would  cover  a  period  of  40  years,  but  under  the  terms  of  our  contract  the 
moneys  expended  at  the  time  of  public  notice  will  be  paid  back  to  the  United 
States  at  the  rate  of  2%  per  cent  per  year  of  that  amount,  and  with  the 
understanding  that  the  payment  is  to  continue  at  that  rate  until  the  entire 
cost  of  the  project  has  been  repaid,  which  would  mean  that  we  expend  more 
than  the  amount  expended  at  the  time  of  public  notice,  but  our  terms  of  years 
will  be  lengthened. 

Now,  I  think  this  commission  must  be  well  aware  of  the  fact  that  the  execu- 
tion of  that  sort  of  a  contract  was  not  an  easy  thing  to  accomplish.  It  neces- 
sitated the  organization  of  irrigation  districts,  which  require  a  petition  of 
the  landholders,  a  majority  of  the  holders  of  lands.  It  required,  then,  in  order 
for  the  district  to  contract,  a  petition  signed  by  60  per  cent  of  the  holders  of 
lands,  half  of  those  holders  being  scattered  to  the'  four  corners  of  the  United 
States  and  even  up  into  Alaska. 

Mr.  Dixon.  Why  were  they  so  scattered.  INIr.  Delwo? 

Answer.  A  great  many  of  them  had  left  the  project,  had  grown  tired  of 
waiting  for  water.  You  must  bear  in  mind  that  some  of  the  divisions  on  this 
project  had  no  water  at  all  and  no  ditches  built  to  them  until  6  or  8  or  10  years 
after  they  settled  there. 

Mr.  Dixon.  As  a  matter  of  fact,  hundreds  of  them  had  literally  starved  out 
and  had  to  leave? 

Answer.  Starved  out  is  the  word  to  use.  In  allotting  the  lands  to  the 
Indians,  of  course,  the  better  lands  were  chosen  for  the  Indians.  The  balance 
of  the  lands  were  divided  then  into  40  and  80  acre  tracts  with  the  idea  in 
mind,  of  course,  that  they  would  be  watered  and  that  40  or  80  acres  was 
sufficient.  Now,  I  want  to  call  your  attention  to  the  fact  that  those  lands — • 
that  a  man  was  supposed  to  make  a  living  upon— previous  to  their  irrigation 
would  support  just  about  one  cow  to  10  acres.  So  it  was  evident  that  a  man 
could  not  take  those  lands  and  without  irrigation  stay  them  and  make  a  living. 
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Mr.  Dixon.  What  effect  on  the  value  of  Indian  lands  has  the  incoming  of 
white  settlement  had?  Has  it  increased  or  decreased  the  value  of  surrounding 
Indian  lands? 

Answer.  There  has  been  numerous  sales  of  Indian  lands  held  since  the 
country  has  been  settled  up,  and  they  have  brought  from,  I  would  say.  $20  an 
acre  up  to  $50. 

Mr.  Dixon.  What  would  those  lands  have  hwu  worth  to  the  liulians  without 
the  white  settlers,  per  acre? 

Answer.  In  the  status  of  those  lands  before  the  settlers  came  in  there, 
when  they  were  being  used  for  nothing  but  grazing  purposes — and  I  suppose 
that  is  all  they  would  be  used  for  now  if  the  country  had  not  been  opened — 
they  were  worth  about  $2  an  acre.  I  doubt  very  much  if  they  would  sell  for 
that. 

Mr.  Grorud.  There  were  no  sales  of  lands  before  1910? 

Answer.  There  are  lots  of  sales  of  similar  lands  at  the  present  time. 

Mr.  Grokud.  I  mean  before  1910. 

The  Witness.  On  the  project?  Oh,  no;  that  is  a  matter  of  comnKjn  knowl- 
edge.   The  reservation  was  not  open  to  settlement  at  all. 

Mr.  Bonner.  Did  the  appraised  prices  affect  the  market  price  of  lands  at 
that  time? 

Answer.  The  appraised  prices  of  the  lands  that  were  homesteaded? 

Mr.  Bonner.  Yes;  at  the  opening. 

Answer.  If  those  lands  were  in  a  settled  country,  were  adjacent  to  market, 
and  had  roads  and  a  railroad,  it  would  not,  of  course ;  but  when  you  consider 
that  a  man  would  expect  to  exhaust  his  homestead  right,  which  was  supposed 
to  be  worth  something  to  him,  and  take  those  lands  right  out  in  the  opoi 
prairie,  with  range  stock  preying  upon  them,  and  fence  them,  and  go  there  and 
live  under  those  conditions  and  prepare  them  for  irrigation,  which  cost  from 
$10  to  $30  an  acre,  I  think  that  he  paid  all  those  lands  were  worth,  Mr. 
Secretary. 

By  Mr.  Pope: 

Question.  Go  ahead,  Mr,  Delwo.  and  complete  your  statement. 

Answer.  I  was  telling  about  the  difficulties  incurred  in  accomplishing  the 
execution  of  the  contract.  As  secretary  of  our  board,  it  fell  to  my  lot  to 
have  charge  of  the  campaign  which  was  necessary  in  order  to  procure  the 
signatures  to  this  petition  for  the  execution  of  this  contract.  I  devoted  about 
three  months  of  my  time  solidly  to  that  work,  and  sent  out  thousands  of  pages 
of  explanatory  matter.  We  had  copies  of.  the  contract  made  in  pamphlet  form 
and  mailed  a  copy  of  it  to  every  person  who  owned  land  in  our  irrigation 
district. 

Mr.  Dixon.  Who  prepared  the  contract? 

Answer.  The  contract  was  prepared  by  Mr.  Truesdell,  of  the  department,  as 
a  result  of  conferences  with  our  board. 

Mr.  Dixon.  It  was  prepared  by  the  Department  of  the  Interior? 

Answer.  By  the  Department  of  the  Interior,  and  was  approved  by  the  di>- 
partment  before  it  was  submitted  to  us  at  all.  In  this  explanatory  matter 
which  was  sent  out  attention  was  called  to  the  landholders,  many  of  whom  had 
not  kept  in  tcmch  with  things  and  to  whom  the  whole  thing  was  Greek — we 
explained  what  had  taken  place;  we  explained  to  them  the  fact  that  the  de- 
velopment of  the  irrigation  system  had  fallen  away  bs  hind  the  development  of 
the  lands  themselves,  and  we  called  attention  to  the  advantages  which  were 
not  now  available  t<>  the  people  in  the  way  of  an  extended  repayment  period, 
in  the  way  of  an  assurance  that  this  project  would  be  completed,  and  in  th  ' 
way  of  advantages  which  would  redound  to  the  project  in  this  power  develop- 
ment. 

As  a  result  of  that  campaign  the  necessary  signatures  were  secured  to  that 
petition,  and  our  contract  was  executed  by  the  board,  and  then  later  on  duly 
confirmed  by  the  court;  was  execute<l  l)y  the  Secretary  of  the  Interior  and  has 
been  in  operation  now  for  two  years  and  assessments  have  been  made  und«'r  it. 
The  project  is  now  operating  under  the  fiscal  system  provided  for  by  that  con- 
tract. Now.  there  are  various  other  phases  of  this  situation  here  that  I  would 
like  to  refer  to  as  a  result  of  questlcms  that  might  be  asked.  I  want  to  call 
your  attention  to  the  fact  that  any  benefits  that  flow  to  that  project  can  not  help 
tut  flow  to  the  Indians  out  there.  I  have  suggested  here  lately  that  I  believed 
that  since  I  have  heard  the  term  "  weighte<l  average  "  ustnl  here  in  connection 
with  power  that  the  weighted  average  of  Indian  blood  in  the  project  landholders 
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is  about  tlie  same  as  the  weighted  average  of  Indian  blood  in  the  balance  of  the 
tribe.  I  think  we  are  just  about  as  much  Indian  on  that  project  as  the  balance 
of  the  tribe  is,  for  the  reason  that  the  Indians  who  still  hold  land  on  the  project 
are  just  naturally  the  full-blood  Indians  mostly,  Indians  who  are  not  competent 
to  receive  patents,  and  those  are  the  Indians  which  I  should  think  would  be 
entitled  to  benefit  more  than  those  who  are  competent  and  have  sold  their  lands. 

By  Mr.  Pope: 

Question.  Go  ahead  and  develop  that  further,  Mr.  Delwo.  With  respect  to 
the  Indians,  as  a  whole,  are  they  full  bloods  or  part  bloods? 

Mr.  Grori'd.  I  think  that  is  going  quite  a  ways.  Evidence  is  now  being 
adduced  here  that  some  of  these  Indians  are  not  full  bloods,  that  some  are  half 
bloods,  and  it  would  be  necessary  for  us  to  get  the  roll,  the  tribal  roll,  and  then 
ask  questions  as  to  each  Indian,  about  each  Indian. 

Mr.  Dixon.  He  can  answer  generally  and  you  can  introduce  the  official  returns. 

Mr.  Grorud.  I  don't  think  it  has  any  place  in  the  hearing  at  all.  They  are 
Flathead  Indians  and  they  are  entitled  to  their  proportionate  share.  I  don't 
think  it  would  make  much  difference  whether  they  are  full  bloods  or  half  bloods. 

Mr.  Pope.  We  think  it  does. 

Answer.  It  would  be  rather  difficult  to  tell  a  great  many  of  those  Indians  from 
their  white  neighbors.  A  great  many  of  them  are  farming  there  and  have  built 
up  their  farms  and  are  just  as  successful.  I  would  say  that  the  average  of  the 
Indians  who  are  farming,  the  average,  I  say.  as  to  their  competency  as  farmers, 
would  be  just  about  equal  to  that  of  the  white  farmers,  the  breed,  mixed  bloods 
who  are  farming.  A  great  many  of  the  long-haired  Indians,  of  course,  are  not 
making  farmers.  It  could  not  be  expected  that  they  would.  They  are  going 
to  have  to  be  taken  care  of,  and  I  want  to  add  this  thought,  that  whenever  any 
of  those  are  permitted  to  dispose  of  their  land  holdings  and  are  no  longer  entitled 
to  the  benefit  that  comes  to  the  tribe  our  county  over  there  is  going  to  take 
care  of  them. 

Mr.  Russell.  Are  any  of  their  lands  leased,  Mr.  Delwo.  the  Indian  lands 
owned  by  the  Indians,  are  they  leased  out  to  white  settlers? 

Question.  At  the  present  time  practically  all  of  the  land  that  is  at  all  good 
for  farming — when  I  say  that  I  mean  practically  all  of  the  lands  in  the  valley — 
are  being  farmed  under  the  dry-land  system.  I  notice  that  our  project  was 
criticized  here  because  of  the  fact  that  the  dry-land  farming  has  increased 
That  has  happened  as  a  result  of  the  influx  of  new  people  there,  and  it  has 
happened  for  this  reason  also — and  I  talk  now  as  a  holder  of  irrigable  lands — 
we  don't  dare  go  into  exclusively  an  irrigation  type  of  farming,  under  w^hich  our 
lands  would  all  be  in  some  crop  that  requires  irrigation,  for  the  reason  that  we 
know  that  water  can  not  be  delivered  to  all  of  our  lands  at  the  present  time. 

This  year  we  irrigated,  I  presume,  around  40,000  acres — attempted  to  irrigate 
that  many  acres — and  we  were  out  of  water  right  after  the  1st  of  August. 
From  then  on  there  were  small  flows  available  to  save  the  sugar-beet  crop,  and 
that  is  all  that  was  available  in  the  Mission  Valley.  So  it  is  evident  that  we 
don't  dare  put  our  lands  into  crops  that  require  irrigation.  On  my  own  farm 
I  am  summer  fallowing  the  good  portion  of  my  land  this  year  and  will  have  it 
in  fall  wheat  to  harvest  next  year. 

Mr.  Russell.  That  is  the  dry-farming  method? 

Answer.  That  is  dry  farming.  When  we  compare  the  returns  from  the  dry- 
farming  method  with  the  returns  from  the  irrigation  type  of  farming,  we  must 
bear  in  mind  that  under  the  dry-farming  method  we  cnl.v  get  a  crop  every  other 
year.    If  wheat  makes  40  bushels  to  the  acre,  it  means  an  average  of  20  bushels. 

By  Mr.  Pope: 

Question.  And  with  respect  to  irrigation  farming,  in  order  to  make  that  sue 
cessful,  what  must  be  the  situation  in  the  dry  years? 

Answer.  That  is  a  thing  which  I  want  to  make  clear  to  this  commission.  The 
only  advantage  that  a  man  can  possibly  have  in  owning  land  under  an  irriga- 
tion project  is  that  he  will  produce  crops  when  they  are  not  being  produced 
("Isevvhere,  namely,  during  the  excessively  dry  years.  During  the  normal  years 
t'veiybody  has  a  crop,  and  the  prices  are  normal.  The  man  who  owns  non- 
irrigated  land  escapes  the  payment  of  irrigation  charges  ;  he  escapes  the  payment 
')f  high  taxes  that  are  always  the  lot  of  irrigable  lands,  and  he  gets  the  same 
price  for  his  product  that  the  irrigation  farmer  gets. 

And  I  want  to  say  that  unless  a  man  en  an  irrigation  project  can  produce  a 
normal  eroj)  (luring  the  abnormally  dry  years,  that  project  is  just  simply  bound 


4232      SURVEY  OF  CONDITION'S  OF  INDIANS  IN  UNITED  STATES 

to  be  a  failure.  He  had  better  leave  his  land  and  go  and  farm  lands  where 
he  will  not  be  obliged  to  pay  irrigation  costs.  That  is  why  this  powrr  for 
pumping  purposes  is  worth  so  much  to  that  project,  and  that  is  why  v.e  can 
afford  to  pump  water,  even  if  the  costs  are  excessive. 

I  will  illustrate  that.  This  year  we  have  an  acreage  of  around  SOU  of  sujrar 
beets  on  our  project.  Sugar  beets,  in  order  to  be  a  profitable  crop,  have  got 
to  l)e  irrigated  during  the  months  of  August  and  September,  and  if  it  were  not 
for  the  foresight  of  our  project  manager  out  there  this  fall,  in  shutting  off  the 
run  of  water  for  other  crops  while  he  still  had  a  supply  on  hand,  to  finish  off 
the  sugar-beet  season,  our  sugar-beet  crop  would  have  been  a  failure  this  year. 
Now,  that  did  not  take  a  great  deal  of  -w^ater.  The  irrigation  of  sugar  beets 
carefully  attended  to  probably  would  not  take  more  than  4  inches  of  water,  a 
third  of  an  acre-foot  per  acre,  and  it  would  mean,  perhaps,  the  addition  of 
2  or  3  tons,  or  on  better  soils  4  or  5  tons,  to  a  man's  crop.  So  it  is  apparent 
that  even  if  that  water  costs  him  at  the  rate  of  $1  or  $1.50,  or  even  $5  per  acre- 
foot,  it  would  be  a  very  profitable  operation  to  him. 

I  w^ant  to  go  into  some  figures  as  to  water  supply  for  that  project. 

Mr.  DuNLAp.  You  have  a  flat  rate  on  water? 

Answer.  Our  district  is  now  operating  under  a  flat  rate ;  yes. 

Mr.  DuNLAP.  What  is  that  rate? 

Answer.  The  assessment  last  year  was  70  cents,  and  this  year  it  is  72.  for 
operation  and  maintenance.  We  anticipate,  of  course,  that  that  assessment 
is  going  to  exceed  that  as  more  land — as  it  becomes  necessary  to  serve  more 
lands. 

I  started  to  refer  to  the  water  available  on  our  project  over  there.  I  notice 
in  Mr.  Hanna's  testimony  that  he  gave  as  the  total  water  available  under  the 
gravity  system  194,000  acre-feet.  I  believe  that  that  included  an  estimate  of 
his  of  6  inches  of  precipitation.  6  inches  of  available  precipitation.  Six  inches 
of  water  on  that  project  would  amount  to  about  62,000  acre-feet  of  water,  and 
I  don't  want  the  commission  to  forget  that  during  the  dry  years,  the  years 
which  I  have  referred  to  as  the  ones  when  the  irrigation  farmer  will  make  his 
money,  if  he  ever  makes  it — that  we  don't  have  that  rainfall;  therefore,  we  are 
short  that  62,000  acre-feet  of  water. 

Mr.  Dixon.  Did  you  have  that  6-inch  rainfall  during  the  growing  season  in 
1929  or  not? 

Answer.  In  1929  I  don't  think  we  had  over  3  inches  during  the  entire  growing 
season.     I  am  quite  sure  we  did  not. 

Mr.  RussEXL.  Mr.  Delwo,  not  as  an  official  of  the  commission  at  all,  but 
purely  as  a  matter  of  interest,  it  is  a  fact,  is  it  not,  that  in  these  irrigation  dis- 
tricts, unless  you  can  have  the  irrigation  continuously  from  year  to  year,  there 
is  considerable  loss  by  virtue  of  trying  to  irrigate  lands  that  the  year  before 
had  been  dry? 

Answer.  Yes,  indeed ;  there  is  a  considerable  loss  on  that  account,  and 
there  is  a  more  considerable  loss  on  that  account,  as  I  illustrated  a  minute 
ago,  of  not  having  water  during  the  seasons  when  prices  are  good. 

Mr.  RussEix.  But  if  land  is  allowed  to  lie  without  irrigation  for  a  year,  it 
takes  additional  water  the  following  year  to  fill  it  up  so  as  to  make  it  produc- 
tive, so  it  is  the  same  thing  as  it  would  be  if  you  had  water  every  year 
continuously? 

Answer.  To  illustrate  that,  I  want  to  say  that  it  has  been  quite  an  eye 
opener  to  us,  a  demonstration  to  us  out  there,  that  alfalfa  irrigated  late  in  the 
fall,  as  late  as  about  the  fii*st  of  October,  the  latter  part  of  September,  will 
show  a  marked  improvement,  a  marked  increase  in  the  first  cutting  the  fol- 
lowing year  over  lands  that  were  not  irrigated.  That  is  clearly  demonstrated 
in  the  comparison  between  the  land  that  actually  got  the  water  on  it  in  the 
fleld  and  the  little  .strips  that  didn't  get  water  on  them ;  and  it  seems  to  me 
it  makes  no  difference  how  much  precipitation  we  get  during  the  winter  or 
early  spring,  I  have  seen  the  gi'ound  so  wet  out  there  in  the  springtime  that 
one  would  think  it  could  not  be  any  wetter,  and  I  would  see  a  difference  then 
in  the  first  cutting  of  our  alfalfa  between  that  which  was  irrigated  late  the 
fall  before  and  that  which  was  not. 

Mr.  Dunijvp.  What  percentage  of  your  crop  on  this  iiTigated  land  is  in 
alfalfa? 

Answer.  About  15  per  cent — you  mean  of  my  own? 

Mr.  DuNLAp.  No;  of  the  district. 

Answer.  In  the  district,  I  would  say  about  one-sixth.  I  think  we  have  about 
18,000  acres  in  alfalfa  at  the  present  time. 
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Mr.  DuNLAP.  That  doesn't  require  as  niucli  water  as  your  beets,  or  does  it 
require  more? 

Answer,  I  tliink  it  does.  The  amount  of  water  required  depends  to  a  great 
extent  upon  the  amount  of  foliage  on  the  plant  that  you  are  irrigating. 
Alfalfa  that  will  produce  a  ton  and  a  half  to  the  acre  to  the  cutting  pumps  a  lot 
of  moisture  out  of  the  ground.  One  might  think  offhand  that  because  the 
ground  is  shaded  it  would  not  diT  out.  I  think  that  alfalfa  on  the  same  soil 
would  require  about  the  same  water  as  sugar  beets. 

Mr.  Dixon.  How  many  acre-feet  do  you  give  a  crop  of  alfalfa? 

Answer.  Well,  I  couldn't  say.  It  would  have  to  be  an  estimate,  but  I  believe 
that  on  our  clay  type  of  soils  over  there — that  is,  the  soils  that  have  clay  subsoil, 
which  doesn't  permit  the  water  to  seep  away — that  2  feet  of  water  is  sufficient. 
We  have,  on  the  other  hand,  other  soils  with  gravelly,  porous  subsoil  that 
require  as  high  as  5  feet.  The  secretary  is  familiar  with  the  Moiese  Valley. 
We  had  a  delegation  of  those  people  before  our  board  just  recently,  and  they 
gave  actual  figures  on  the  amount  of  water  used  on  their  farms,  and  it  ran 
between  3  and  5  feet  on  their  sandy,  gravelly  soils  over  there. 

Mr.  Dixon.  Doesn't  that  leech  y((ur  soil? 

Answer.  It  leeches  the  soil  unless  your  irrigation  is  done  very  carefully.  If 
the  water  can  be  gotten  over  the  land  in  a  hurry,  so  it  only  penetrates  about  so 
deep,  of  course  there  will  be  no  leeching;  but  on  some  soil  it  is  practically 
impossible  to  accomplish  that. 

Mr.  DuNLAP.  Do  they  grow  any  other  crops  on  this  iiTigated  land  besides 
alfalfa  and  beets? 

Answer.  And  potatoes. 

Mr.  DuNLAp.  Irish  potatoes? 

Answer.  Yes ;  those  are  the  only  crops  that  we  are  growing  in  marketable 
sizes  now. 

Mr.  DuNLAP.  More  beets  than  anything  else? 

Answer.  Yes ;  we  have  had  a  much  larger  acreage  in  sugar  beets  and  in 
potatoes. 

Mr.  DuNLAP.  Apparently  they  are  the  more  profitable  for  the  farmers? 

Answer.  Yes.  Over  a  period  of  years  they  might  not  be  more  profitable,  but 
they  are  at  least  profitable,  and  we  know  that  we  have  a  market  for  them. 

Mr.  Russell.  Is  the  irrigating  of  sugar  beets  later  in  the  season  than  the 
alfalfa  ? 

Answer.  The  beginning  of  irrigation  is  later  in  the  season ;  yes. 

Mr.  RussEix.  It  doesn't  cover  exactly  the  same  period,  does  it? 

Answer.  No ;  the  main  irrigation  for  alfalfa  occurs  in  May,  June,  and  July, 
and  as  early  as  the  middle  of  April.  The  main  irrigation  of  sugar  beets  will 
occur  in  the  latter  part  of  July  and  as  late  as  the  middle  of  September. 

By  Mr.  Pope: 

Question.  Have  you  concluded  what  you  wantetl  to  say  about  the  water 
requirements,  Mr.  Delwo? 

Answer.  I  might  develop  that  a  little  further.  In  the  Mission  Valley  when 
our  storage  is  completed  we  will  have  a  total  of  91,000  acre-feet  of  storage, 
approximately.  We  have  in  the  Mission  Valley  about  100,000  acres  proposed  to 
be  irrigated.  It  is  the  general  experience,  I  think,  among  irrigation  engineers 
that  the  run-off  and  recovery  of  water  return  flow,  and  the  rainfall,  will 
amount  to  about  as  much  more  as  the  storage  in  normal  years.  During  those 
years  that  I  spoke  of,  of  course,  we  won't  have  that  large  a  recovery.  It 
probably  would  not  be  more  than  half  of  that.  That  would  give  us  about 
140,000  acre-feet  of  water  for  the  Mission  Valley  to  irrigate  100,000  acres. 

My  experience  teaches  me  that  the  average  water,  duty  of  water,  in  the 
Mission  Valley,  covering  our  various  types  of  soil  from  the  clay  subsoil  with  a 
very  shallow^  surface  to  the  sandy  and  gravelly  soils  will  be  about  2  feet  deliv- 
ered at  the  farm.  Of  course,  it  is  apparent  that  our  100,000  acres  of  land  is 
not  going  to  be  irrigated  every  year.  I  am  convinced  that  our  experience  will 
be  that  about  80  per  cent  of  it  will  be,  or  about  80,000  acres.  Now.  if  80,000 
acres  are  actually  irrigated,  and  they  required  2  feet  of  water,  it  will  require 
160,000  acre-feet  of  water  delivered  at  the  farm  for  irrigation. 

The  experience  on  our  project  has  been  that  there  is  a  loss  of  approximately 
25  per  cent  of  the  water  in  getting  it  to  the  farms.  So  if  we  have  140,000  acre- 
feet  to  begin  with  available  for  delivery  and  lose  25  per  cent  of  it  we  will 
only  have  slightly  over  300,000  acre-feet  of  water  to  deliver  to  that  80,000  acres 
of  land  that  is  demanding  water,  or  about  one  acre-foot  and  a  half,  leaving 
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about  three-quarters  of  an  acre-foot  to  be  supplied  from  some  supplemental 
source.  Three-quarters  of  an  acre-foot  on  80,000  acres,  of  course,  would  be 
60,000  acre-feet  of  water.  Now,  the  question  in  our  minds  as  farmers  out  there 
is,  where  is  that  to  come  from? 

Mr.  Dixon.  Is  there  any  other  way  to  get  it  except  by  pumping? 

Answer.  No  other  way  that  we  know  of.  It  has  been  suggested  that  possibly 
additional  storage  might  be  found  up  in  the  mountain  peaks  there.  Somebody 
told  us  one  time  about  a  place  up  back  of  McDonald  Peak  where  there  was  a 
lake  that  could  be  tunneled  into  McDonald  Reservoir.  But  that  seems  to  us 
quite  a  fantastic  dream  and  we  are  not  putting  much  stock  in  it. 

Mr.  Bonner.  Has  the  diversion  of  Swan  River  been  considered  at  all? 

Answer.  I  don't  think  that  has  been  seriously  considered  for  several  years, 
Mr.   Secretary. 

Mr.   Bonner.  Has   that   been   investigated? 

Answer.  I  don't  think  it  has  lately.  It  has  been  iiivesri.uii.red.  yes.  oh  yes: 
there  was  an  early  survey  made  there,  if  I  have  been  properly  informed.  That 
was  years  ago. 

Mr.  Dixon.  It  would  take  a  4  or  5  mile  tunnel  to  get  through  the  mountains, 
wouldn't  it? 

Answer,  Yes;  and  a  very  long  canal  down  the  mountainside  to  get  it  down 
to  the  project. 

By  Mr.  Pope: 

Question.  Now,  I  will  ask  you,  Mr.  Delwo,  if  you  wdll  refer  to  the  irrigation 
district  Exhibit  No.  15,  the  repayment  contract,  and  read  into  the  record  those 
portions  of  that  contract  relating  to  the  power  development  and  the  provisions 
of  pumping  plants  or  electric  transmission  lines,  or  similarly  related  matters, 
and  will  you  indicate  what  pages  you  are  reading  from  at  the  same  time? 

Question,  Then  just  give  the  paragraph  number? 

Answer,  Yes,  In  addition  to  the  bills  authorizing  the  execution  of  the  con- 
tract being  made  a  part  of  this,  paragraph  3  reads  as  follows : 

"And  whereas  the  United  States  is  and  has  been  constructing  an  irrigation 
and  power  system  for  the  benefit  of  lands  in  said  Flathead  Reservation,  em- 
braced within  its  projects  for  that  purpose,  and  has  been  and  is  operating  the 
same,  and  now  under  said  two  acts  last  mentioned  and  hereinabove  in  part 
quoted,  and  under  such  future  appropriations  as  may  be  made  therefor  by 
Congress,  contemplates  carrying  on  and  building  said  system  through  the  aid, 
in  part,  of  the  irrigation  districts  which  are  parties  hereto,  which  districts 
together  embrace  all  di*  nearly  all  of  the  lands  included  in  such  projects  except 
the  trust-patent  Indian  lands,  and  as  to  these  contemplates  their  inclusion  as 
and  when  they  shall  be  patented  in  fee." 

And  paragraph  9  reads : 

"The  Secretary  of  the  Interior  shall  be  authorized  and  emiKJwered,  so  far 
as  the  districts  executing  this  contract  authorize  the  same,  to  construct,  oi)er- 
ate,  maintain,  improve,  and  extend  the  power  plant  authorized  by  the  act  of 
May  10,  1926,  aforesaid,  together  with  such  accessory  woiks,  including  the 
proper  transmission  lines  and  pumping  plants  as  he  shall  deem  proper,  and 
concerning  which  he  may  be  authorized  by  law  to  act  or  to  ccmsent  to  the 
licensing  by  the  Federal  Power  Commission  of  a  coriwration  or  corporations 
to  build,  operate,  and  maintain  such  plant,  transmission  line,  or  other  works, 
or  any  part  thereof,  instead  of  or  in  connection  with  his  building  the  same,  or 
any  part  thereof,  himself,  and  in  connection  with  licensing  aforesaid,  to  permit 
the  use  of  water  and  other  rights  or  privileges  appropriate<l  or  reserved  for 
said  project  for  power  purposes;  all  upon  such  terms  designed  to  secure  ample 
and  cheap  electrical  power  for  pumping  water  for  irrigation  and  other  ix>wer 
purposes  and  for  sale,  and  to  aid  in  paying  construction  charges  and  other 
charges,  as  contemplated  by  said  quoted  statute,  as  the  said  Secretary  may 
deem  proi)er. 

"  The  Secretary  of  the  Interior  is  further  authorized  to  purchase  any  and  all 
sites,  rights  of  way,  and  other  rights  and  privileges  needed  in  carrying  (mt  the 
provisions  and  purposes  covered  by  this  paragraph." 

Paragraph  11  reads : 

"Construction  costs,  repayment  of  which  is  provided  by  this  coiHract.  shall 
embrace  all  expenses  of  whatever  kind  incurred  by  the  United  States  on  account 
of  said  project,  except  the  deferred  obligations  of  the  Camns  division,  and 
shall  include  all  accruals  and  unpaid  oi)eration  and  maintenance  costs  and 
penalties  which  Congress  may  authorize  to  be  consolidated  with  c<mstruction 
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charges,  and  shall  include  the  cost  of  labor,  material,  equipment,  engineering, 
legal  work,  superintendence,  administration,  overhead,  rights  of  way,  property, 
electrical  energy,  and  damages  of  all  kinds ;  and  to  determine  the  amount  of 
such  costs,  the  books  and  records  of  the  United  States  relating  to  the  Flathead 
irrigation  project,  subject  to  the  approval  of  the  Secretary  of  the  Interior,  shall 
be  accepted  as  conclusive,  and  such  costs,  unless  and  until  greater  costs  are 
agreed  to  by  future  contracts,  shall  be  limited  within  the  Flathead  irrigation 
district  to  $66.10  per  acre  of  land  designated  by  the  Secretary  of  the  Interior 
as  irrigable  and  assessable  under  said  project,  within  the  Jo<'ko  Valley  irriga- 
tion district  to  $40  per  acre  of  such  land,  and  within  the  mission  irrigation 
district  to  $65  per  acre  of  such  land :  Provided,  hoicever,  That  the  work  pro- 
posed to  be  done  within  the  limits  of  the  cost  herein  fixed  " — 

That  is,  within  appropriations  of  funds  therefor — 
"  shall  include  the  following  principal  features :  For  the  Camas  division  of  the 
project,  completion  of  the  Hubbart  Feed  Canal  and  the  lateral  system ;  for 
the  Mission  Valley  division  of  the  project,  construction  of  the  Mission,  Kicking 
Horse,  Lower  Crow,  and  Twin  Reservoirs ;  completion  of  the  Ninepipe  Reservoir, 
enlargement  of  Tabor  and  Pablo  Reservoirs,  construction  of  the  Crow  Creek 
Canal,  completion  of  the  Dry  Creek  Lined  Canal  and  the  Ninepipe  Feed  Canal, 
enlargement  of  the  Pablo  Feeder  Canal  and  the  Molese  A  Canal,  extension  of 
the  lateral  system  approximately  to  1.200  acres  of  land,  replacement  of  wooden 
structures  on  laterals,  construction  of  pumping  plants,  purchase  of  reservoir 
sites,  and  power  developments  and  romping  plants." 

Question.  Now,  that  is  far  enough.    Read  paragraph  12. 

Mr.  Forbes.  For  the  purpose  of  saving  time,  is  that  not  in  the  record? 

Mr.  Pope.  Yes.  I  want  to  save  reading  the  whole  exhibit  into  the  record; 
and  I  am  having  him  read  only  those  parts  which  relate  to  the  power 
development. 

By  Mr.  Pope: 

Question.  Will  you  read  that  part  of  paragraph  12  beginning  with  the  net 
revenues  derived? 

Answer.  Paragraph  12  reads  in  part: 

"The  net  revenues  derived  from  the  operation  of  the  power  plant,  or  power 
transmission  line,  or  both,  or  from  the  sale  of  power,  and  from  the  rental  of 
power  sites  and  interests  therein,  and  from  the  rentals  of  the  Newell  Tunnel 
and  water  rights  held  for  power  purposes,  from  the  rentals  and  revenues  de- 
rived from  power  developments  of  any  sort  made  by  or  on  account  of  said 
project,  shall  be  used  to  reimburse  the  United  States  in  the  following  order: 
First,  to  liquidate  the  cost  of  power  development.  Second,  to  liquidate  the  pay- 
ment of  the  deferred  obligations  on  the  Camas  division :  third,  to  liquidate 
construction  costs,  on»  an  equal  per  acre  basis  on  each  acre  of  irrigable  land 
within  the  entire  project,  to  the  extent  that  said  lands  shall  be  designated  by 
the  Secretary  of  the  Interior  as  subject  to  the  obligation  to  pay  for  and  be 
assessed  on  account  of  the  cost  of  such  power  developments;  and  fourth,  to 
liquidate  operation  and  maintenance  costs  of  lands  within  such  project  obligated 
and  assessable  thereunder.  Any  sum  which  may  be  received  by  the  United 
States  in  repayment  of  its  investment  of  about  $101,000  to  build  the  Newell  Tun- 
nel shall  be  credited  to  the  United  States  or  to  said  project,  as  Congress  or  the 
Secretary  of  the  Interior  may  direct." 

Mr.  Pope.  I  note  that  in  making  up  this  certified  copy  the  bureau  has  reversed 
a  couple  of  the  pages  in  this  exhibit  and  put  one  of  the  pages  so  that  para- 
graph 9  follows  paragraph  13.  I  take  it  that  it  would  be  agreeable  to  have  that 
taken  apart  and  put  together  in  proper  order. 

Mr.  Bonner.  Yes. 

Mr.  Pope.  You  may  cross-examine  the  witness. 

Cross-examination  by  Mr.  Grorud: 

Question.  Mr.  Dellwo,  the  water  for  irrigation  used  between  May  1  and  June 
will  be  taken  from  the  gravity  system,  would  it  not? 

Answer.  That  depends.  The  judgment  of  our  management  would  have  to 
determine  when  it  would  be  best  to  pump  water. 

Question.  Now,  your  principal  concern  is  the  amount;  that  is,  a  suflScient 
amount  of  water  for  the  project? 

Answer.  That  is  our  principal  concern. 

Question.  Yes;  and  the  second  is  the  terms  of  the  repayment  contract? 

Answer.  That  is  as  far  as  being  able  to  repay  the  United  States,  that  would 
be  our  second  concern ;  yes. 
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Question.  Yes;  and  in  i:o  far  as  the  amount  to  be  paid,  that  does  not  concern 
you  very  much? 

Answer.  Well,  that  would  be  secondary  to  the  consideration  of  terms,  of 
course.    It  does  concern  us,  however. 

Question.  Yes.  Now.  assuming  that  you  have  sufficient  storage  capacity — 
that  is,  from  the  gravity  system — before  May  1,  and  that  you  had  to  pump  so 
as  to  till  the  reservoir,  the  pumping  would  be  between  the  ist  of  June  and  the 
1st  of  September  each  year;  that  would  supply  the  system,  would  it  not?  That 
is,  if  the  reservoirs  were  full  on  September  1? 

Answer.  If  you  will  peiinit  me  to  answer  at  some  length? 

Question.  Surely. 

Answer.  Tliere  are  a  lot  of  things  that  we  discovered  in  practice  that  we  had 
not  discovered  in  our  planning  things  theoretically.  If  we  are  to  pump  50,000 
acre-feet  of  water,  that  will  require  that  we  pump  25,000  second-feet  of  water 
for  one  day,  which  would  be  200  second-feet  of  water  for  125  days.  Therefore, 
we  have  either  got  to  pump  in  any  season  that  we  require  50,000  acre-feet  of 
water,  200  second-feet  for  the  full  irrigation  season,  or  we  would  have  to  pump 
a  greater  amount  for  a  shorter  period.  If  we  were  obliged  to  pump  that  block 
of  water  over  a  two  months'  period,  we  would  have  to  huve  an  installation  there 
capable  of  lifting  400  second-feet  of  water.  And  I  apprehend  that  such  an 
installation  would  run  us  over  our  15,000  horsepower  during  that  period. 

Question.  Is  there  much  irrigation  after  September  1? 

Answer.  September  1  we  are  approaching  quite  closely  to  the  end  of  cur  irri- 
gation season.  As  we  learn  more  about  irrigation,  however,  we  are  doing  more 
irrigation  in  September  than  we  used  to  do. 

Question.  Assuming  that  the  reservoirs  were  filled,  or  were  full,  on  September 
1,  would  that  be  sufficient  to  meet  the  requirements? 

Answer.  For  the  balance  of  the  season  ? 

Question.  Yes. 

Answer.  Yes. 

Mr.  Grorud.  That  is  all. 

Mr.  Dixon.  Is  there  anybody  else  that  wants  to  ask  the  witness  a  question? 

Mr.  McCoRMACK.  I  would  like  to  ask  Mr.  Dellwo  a  few  questions. 

Mr.  Dixon.  Very  well. 

By  Mr.  McCormack  : 

Question.  Mr.  Dellwo,  how  long  have  you  had  water  tor  irrigation  where  you 
live,  in  that  district? 

Answer.  Water  was  supplied  to  a  part  of  the  Charlo  district  away  back  as 
early  as,  I  think,  about  1914  or  1915 — no,  pardon  me ;  it  was  earlier  than  that ; 
there  was  some  water  delivered  in  that  section  as  early  as  1912. 

Question.  Now,  I  would  like  to  ask  you,  has  some  seepage  appeared  where 
you  live? 

Answer.  Some  seepage  has  appeared ;  not  a  great  deal  of  it. 

Question.  Is  it  increasing  as  you  use  more  water,  or  as  you  are  able  to  get 
more  water? 

Answer.  I  might  say  that  those  areas  that  were  irrigated  as  early  as  1912 
have  not  yet  shown  any  noticeable  effects  from  seepage.  The  seepage  which  I 
have  in  mind  has  occurred  in  portions  of  the  project  which  have  been  irrigated 
only  a  lew  years,  and  it  results  largely  from  the  leaky  condition  of  our  canals 
over  in  that  particular  area. 

Question.  About  when  may  seepage  reach  its  maximum  for  your  district? 

Answer.  Well,  I  will  tell  you  that  my  irrigation  experience  has  been  confined 
to  our  project. 

Question.  Has  it?    I  thought  you  had  had  other  experience? 

Answer.  No ;  I  never  had  a  shovel  on  my  shoulder  until  I  came  to  Flathead. 

Question.  Well,  you  say,  however,  that  seepage  is  increasing? 

Answer.  Well,  it  is  bound  to  be  increasing.  There  was  no  seepage  there  before 
thete  was  any  water  there,  of  course. 

Question.  No;  but  does  seepage  necessarily  follow  irrigation? 

Answer.  I  think  on  any  irrigation  project — any  that  I  am  at  all  familiar 
with — there  has  been  some  seepage.  At  any  time  that  we  take  water  from  its 
natural  course  and  run  it  along  a  hill,  of  coutse  there  is  bound  to  be  seepage. 
That  is  something  that  we  have  to  contend  with,  no  matter  where  we  irrigate. 

Mr.  McCoBMACK.  That  is  true.    That  is  all. 

Mr.  Dixon.  Is  there  anybody  else?    Mr.  Bonner,  have  you  any  questions? 
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By  Mr.  Bonner: 

Question.  Is  it  yout  understanding  that  the  district  is  required  to  make  Jiny 
compensation  to  the  tribal  funds  for  Indian  lands  used  for  rights  of  way  for 
your  conduits  and  your  reservoirs? 

Answer.  Well,  I  do  not  know.  I  can  not  answer  that  question,  Mr.  Bonner. 
I  i-ather  think  that  we  are  going  to  have  to  make  compensation  to  the  Indian 
tribes  for  the  use  of  those  lands  and  reservoirs. 

By  Mr.  Dixon  : 

Question.  I  thought  the  act  opening  the  reservation  and  pertaining  to  the  irri- 
gation project  expressly  provided  tot  rights  of  way  for  canals  and  reservoirs — 
for  canals,  I  know,  but  not  for  reservoirs — without  compensation? 

Mr.  Flickinger.  It  does  not  mention  couTpens^ation.  It  reserves  rights  of  way 
for  ditches  and  canals. 

Mr.  Dixon.  That  is  ti'ue. 

By  Mr.  Bonner  : 

Question.  The  same  would  be  true  for  those  transmission  lines  now  authorized 
which  might  cross  allotments? 

Answ^er.  I  should  think  so,  if  it  is  part  of  the  project. 

Question.  Did  the  district  expect  to  have  to  compensate  the  tribal  funds  for 
the  rights  of  way  crossing  those  lands  necessary  for  the  development  of  this 
power  plant? 

Answer.  I  do  not  think  we  have  considered  that,  Mr.  Bonner.  I  do  not  think 
we  have  had  that  under  consideration. 

Question.  If  that  power  plant  had  been  built,  it  would  have  made  impossible 
the  development  of  the  larger  project,  would  it  not? 

Answer.  I  understand  it  would. 

Question.  It  would? 

Answer.  Yes,  sir.  The  smaller  plant  would  have  had  to  be  destroyed,  I 
understand,  when  put  in  the  major  development. 

Question.  And  you  could  not  have  both.  Can  you  tell  us  anything  more 
about  the  use  which  the  districts  might  make  of  this  15,000  horsepower  of  energy 
that  has  been  discussed,  aside  from  pumping?  You  have  discussed  pumping 
somewhat  ?  ' 

Answer.  We  have  power  reserved  for  pumping  purposes,  and  in  otder  to 
assure  us  that  our  lands  are  going  to  be  irrigable  during  those  dry  years  we 
have  got  to  have  that  powel*  reserved  for  that  purpose. 

There  are  bound  to  be  times  when  we  are  only  using  a  small  part  of  it  for 
pumping.  There  are  bound  to  be  times — in  fact,  a  large  part  of  the  time — when 
we  would  be  using  none  of  it  for  pumping.  Economy,  of  course,  would  dictate 
that  we  use  it  for  some  purposes  during  those  peTiods. 

The  big  thing  that  we  have  in  mind  as  to  the  use  of  that  power  is  the  electri- 
fication of  our  farms  and  farm  homes,  lighting  and  heating,  making  available 
to  the  farmers  and  their  wives  and  families  some  of  the  conveniences  that  most 
of  us  had  before  we  settled  over  there.  And  I  might  say  that  there  are  very 
few  people  on  that  project  who  would  not  push  the  button  quite  naturally  if  the 
houses  were  wired  and  they  were  supplied  with  energy  from  this  system.  I 
think  that  it  would  have  the  effect  of  attracting  farmers  there. 

At  the  present  time  we  are  having  a  great  deal  to  do  to  call  forth  as  an 
inducement  to  people  to  settle  on  those  undeveloped  lands,  excepting  hopes  and 
possibilities.  If  we  could  point  out  to  people,  "  Here  is  land  that  is  under  a 
project  assured  of  an  ample  supply  of  water.  Here  is  a  transmission  system 
with  a  supply  of  energy  to  bring  heat  and  light  and  mechanical  conveniences 
to  the  honres  of  the  farmers,"  I  am  sure  that  we  could  bring  farmers  there  of 
the  class  that  build  homes  and  stay. 

The  other  big  advantage,  of  course,  is  in  the  possibility  of  being  able  to  sell 
that  power  to  industries  which  might  be  attracted  in  there  and  in  that  way 
be  able  to  reduce  the  costs  of  our  project,  which  have  become  and  are  becoming 
excessive. 

I  was  asked  a  little  while  ago  if  I  considered  the  amount  of  the  charge 
levied  against  our  land  of  any  consequence.  I  have  told  you  that  I  did  not 
consider  it  entitled  to  as  much  consideration  as  the  terms.  But  to  the  home 
seeker  it  stands  there  as  a  lien  against  the  land,  and  it  is  quite  an  item. 

Now,  if  we  can  show  that  prospective  home  seeker  that  there  is  a  good 
likelihood  of  that  cost  being  materially  reduced  by  revenues  from  power,  it  is 
going  to  have  the  effect  of  attracting  permanent  settlers  there. 
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Question.  Did  you  hear  Mr.  Cocliraiie's  testimony  yesterday  in  whicli  lie 
made  an  estimate  to  the  i  llt'ct  that  the  10,000-horsepower  deiiiaiul  wouhl, 
perhaps,  be  used  on  80  per  cent  load  factor,  and  the  5,000-horsepower  demand 
would  be  used  on  50  per  cent  load  factor — eventually? 

Answer.  I  heard  that;  yes. 

Question.  Does  that  agree  with  the  district  estimate  of  what  may  be  the 
eventual  situation? 

Answer.  That  depends.  The  power  that  we  will  use  on  a  rural  transmission 
system  is  bound  to  be  used  under  a  very  low-load  factor.  However,  since  the 
district  pays  only  for  such  power  as  it  uses,  we  are  not  materially  concerned 
with  that.  Power  used  over  a  iniral  transmission  system,  of  course,  also  is 
subject  to  large  wastes,  loss  of  power  in  transmission. 

I  have  been  told  by  people  competent  to  give  information  on  that  subject 
that  that  might  be  as  high  as  60  per  cent,  or  possibly  even  higher ;  that  it 
would  take  more  than  2  kilowatt-hours  delivered  onto  such  a  line  to  deliver  1 
kilowatt-hour  to  a  man's  house ;  in  other  words,  to  the  machine  that  he 
was  operating.  And  in  pumping,  of  course,  the  load  factor  is  lower  for  the 
reason  that  we  will  only  pump  during  a  very  small  period  of  time ;  at  the 
same  time,  as  far  as  the  power  company  is  cont*erned,  our  maximum  demand 
is  there,  15,000  horsepower ;  we  can  demand  it  at  any  time  we  need  it. 

Mr.  Dixon.  Is  there  anybody  else? 

Mr.  Flickingehi.  Mr.  Secretary,  I  do  not  believe  it  was  made  clear  regarding 
the  reservoir.  Unpatented  lands  taken  for  reservoir  areas  will  have  to  be 
paid  for.  The  project  will  have  to  stand  the  cost  or  the  value  of  those  lands 
in  the  reservoir  areas. 

Mr.  Dixon.  Of  the  original  reservoir? 

Mr.  Flickingeb.  The  reservoirs  used. 

Mr.  Pope.  Well,  I  believe  the  estimated  cost  of  completion  includes  an  item 
for  that  purpose. 

Mr.  Flickinger.  I  understand  so. 

Mr.  Bonner.  Does  that  apply  to  conduits,  do  you  know,  Mr.  Flickinger? 

Mr.  Flickinger.  Conduits? 

Mr.   Bonner.  Yes ;   and  transmission  lines  and  rights  of  way. 

Mr.  Fockinger.  I  |^ardly  think  so. 

Mr.  Pope.  That  would  be  a  different  matter,  I  believe,  because  there  are  no 
tribal  lands  that  would  be  covered  by  these  transmission  lines.  They  would 
be  individual  allotments,  the  same  as  individually  owned  lands  of  any  other 
type,  and  rights  of  way  would  have  to  be  acquired,  or  damages  paid,  as  in  any 
other  case,  to  the  individual  owner. 

Mr.  Flickinger.  And,  of  course,  any  tribal  lands  covered  would  naturally 
be  comi)ensated  in  damages,  as  in  all  rights  of  way. 

Mr.  Lawson.  How  about  the  lands  in  which  an  easement  was  reserved  at 
Flathead  Lake,  the  lower  end? 

Mr.  Dixon.  That  is  in  flooding. 

Mr.  Flickinger.  That  is  in  flooding  the  proposition.  The  Government  re- 
served an  easement.  Apparently  there  was  no  intent  of  Congress  to  allow  any 
compensation  at  the  time  it  enacted  that  legislation. 

The  Witness.  I  might  add,  in  regard  to  the  reservoirs,  that  they  were  ap- 
praised at  the  most  valuable  use  to  which  they  could  be  put  and,  counsel  for 
the  Indian  tribe  having  maintained  at  that  time  that  the  project  was  a  failure, 
they  would  probably  not  be  appraised  at  a  very  high  figure. 

Mr.  Dixon.  If  they  were  appraised  at  the  original  value  when  the  project 
was  constructed,  they  would  not  be. 

The  Witness.  They  were  appraised  at  a  very  low  figure;  that   is  all. 

By  Mr.  Pope: 

Question.  Just  one  question :  With  regard  to  seepage,  or  iK)ssible  seepage 
problems  in  the  future,  is  there  anything  contemplated  with  respect  to  the 
use  of  power  in  that  conncK'tion? 

Answer.  We  are  told  that,  from  the  experience  of  engineers  in  other  projects. 
the  pumping  of  seepage  waters  has  become  quite  an  important  enterprise.  We 
have  not  attempted  it  on  our  project,  of  course,  up  to  the  i)resent  time. 

The  problem  of  seepage  is  before  us,  however,  and  we  know  that  wo  will 
have  small  areas  where  something  has  to  be  done  to  intercept  the  flow  of 
underground  water,  in  cases  where  lands  on  a  slope  of  country  are  under- 
laid with  a  gravel   stratum  which  pinches  off  as  it  goes  down:    the  surface 
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waters  percolate  down  into  this  gravel,  and  they  will  continue  to  do  so  until 
there  is  no  longer  any  gravel  to  flow  through,  and  they  are  then  attracted 
to  the  surface  by  capillarity,  and  they  may  bring  the  salts  that  are  in  the 
lower  subsoil  with  them,  and  they  do  some  damage. 

If  those  waters  can  be  intercepted  upon  the  slope  before  they  come  to  the 
surface,   we  will   then   not   only   avoid   their   causing  any   injury   but   we   will 
restore  that  much  more  water  to  our  irrigation  district. 
By  Mr.  Russeu.  : 

Question.  Mr.  Dellwo,  again  speaking  not  officially  but  just  for  information, 
is  it  not  a  fact  that  irrigation  carried  on  continuously  has  a  tendency  to  re- 
duce the  amount  of  seepage  from  year  to  year? 

Answer.  AYell  it  has,  in  this  way:  Our  ditches  grjidually  do  not  leak  so 
much 

Question.  Yes. 

Answer.  On  our  project  up  to  the  present  time  they  have  been  continuously 
disturbing  our  district.     It  has  been  necessary  to  work  on  them,  and  we  put 
a  machine  in  there  for  that  purpose. 
By  Mr.  Pope  : 

Question.  Some  reference  was  made  to  the  supposed  statement  of  Mr. 
Moody,  the  project  manager,  as  to  the  requirement  of  50  days'  supply  of  pump- 
ing water? 

Answer.  Yes. 

Question.  Is  there  a  difference  between  that  and  the  requirement  for  pump- 
ing for  50  days? 

Answer.  Yes;  there  is  quite  a  distinction  there.  I  think  the  impression  was 
given  here  that  there  was  a  discrepancy  between  Mr.  Hanna's  and  Mr. 
Moody's  estimates.  Mr.  Moody's  conversation  was  to  the  effect  that  we  would 
pi*obably  be  required  to  pump  water  for  50  days ;  or,  in  other  words,  that  during 
50  days  of  our  irrigation  season  w^e  would  be  short  of  gravity  water. 

Now.  in  order  to  have  that  supply  of  water  available  during  those  50  days, 
it  might  be  necessary  for  us  to  pump  during  a  full  period  of  five  months,  de- 
pending upon  the  size  of  our  pumping  apparatus. 

Mr.  Pope.  I  think  that  is  all. 
By  Mr.  Henshaw  : 

Question.  Mr.  Dellwo,  assuming  that  arrangements  could  be  worked  out 
whereby  a  considerable  amount  of  this  pumping  could  be  done  with  off-peak 
power  or  with  surplus  power  at  times  when  there  would  otherwise  be  water 
wasted  on  the  Flathead  plant,  and  in  that  way  effecting  an  improvement  on 
the  load  factor,  would  your  district  have  any  objection  to  the  modification 
of  the  arrangements  for  the  furnishing  of  this  power,  if  otherwise  you  would 
get  plenty  of  water  for  a  supplemental  supply? 

Answer.  Well,  I  can  easily  see  that  it  might  be  discovered  to  be  more  eco- 
nomical to  install  a  larger  pumping  plant  and  then  pump  during  that  few 
months,  instead  of  pumping  a  smaller  head  during  the  entire  irrigation  season. 

Now,  that  would  be  a  matter  for  arrangement  between  the  department  and 
the  company  developing  the  site,  of  course.  It  would  be  of  no  concern  to  us 
where  this  power  came  from,  as  long  as  it  was  available  to  us. 

Question.  Two  things  are  apparent  to  me  that  have  not  been  brought  out  in 
this  record :  One  is  that  by  utilizing  the  storage  available  at  the  latter  end  of 
the  season  it  will  be  possible  to  do  practically  all  the  pumping  w^ith  surplus 
water,  as  I  have  made  studies  which  indicate  that,  using  6,000  second-feet, 
which  is  more  than  the  Rocky  Mountain  Power  Co.  now  proposes  to  use,  it  will 
not  be  required  to  draw  on  storage  until,  on  an  average,  August  18 ;  the  date 
varies  from  about  July  15  to  September  20,  excepting  in  the  one  year  1909.  when 
it  would  begin  on  July  1.  But  on  an  average  there  would  be  surplus  water 
with  which  this  pumping  could  be  done  until  about  the  loth  or  20th  of  August. 
If  the  storage  available  on  the  project  is  sufficient  to  supply  water  required 
after  that,  all  pumping  could  be  done  with  surplus  water ;  and  it  seems  to  me 
desirable  all  around  that  that  should  be  accomplished,  if  possible. 

The  other  thing  is  that  there  are  always  off-peak  periotls — not  so  much  in 
the  case  of  the  Montana  Power  Co.,  with  its  high-load  factors,  as  in  other  sys- 
tems in  which  surplus  power,  surplus  machinery,  at  the  best,  is  available,  and 
so  far  as  possible  I  believe  pumping  should  be  done  with  power  at  those  times. 
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Now,  apparently,  there  has  been  no  study  made  of  the  possibilities  of  work- 
ing out  those  economies  or  coordinating  the  use  of  power  for  domestic  and 
lighting  uses  with  that  for  iriigation  ;  and  there  may  be  distinct  possibilities 
along  those  lines  which  will  work  no  detriment  to  the  irrigation  district  and  be 
to  the  distinct  advantage  of  the  power  company? 

Answer.  I  think  that  that  probably  can  be  donr.  and  1  do  not  doubt  but 
what  it  will  be  done.    If  we  had 

Mr.  Pope.  Perhaps  I  can  answer  that.  If  this  is  an  inquiry  as  to  whether 
or  not  the  irrigation  district,  speaking  as  a  part  of  the  project,  would  suggest 
that  this  block  of  power  be  reduced  in  amount  or  availability,  our  view  of  that 
matter  is  that,  under  the  circumstances  presented  here,  it  should  not  be  done, 
for  the  reason  that  it  is  obvious,  from  the  congressional  acts,  it  is  the  purpose 
that  a  portion  of  this  power  shall  be  available  for  resale.  We  do  not  want 
anything  done  which  will  impair  that  use  of  the  power  to  us,  in  case  we  can 
take  advantage  of  the  marketing  features  of  this  proposal. 

In  addition  to  that,  it  is  so  apparent  that  the  conditions  in  the  future  are 
uncertain  with  respect  to  drainage,  for  instance,  and  the  ultimate  duty  of  water 
upon  the  project,  that,  if  there  is  any  doubt  about  their  future  requirements, 
we  think  that  the  wise  policy  of  consei-vation  would  be  to  err  in  the  direction 
of  liberality  to  the  project — remembering  that  at  any  time  that  this  situation 
requires  adjustment  it  can  be  done  in  the  future. 

In  connection  with  the  issuance  of  the  license,  if  there  is  any  doubt  as  to 
what  our  requirements  might  be,  this  power  should  be  reserved;  because,  once 
the  license  is  issued  without  a  resei*vation  of  this  kind,  there  will  be  no  chance 
to  get  it  back. 

Mr.  Dixon.  Are  there  any  other  questions? 

If  not,  will  you  call  your  next  witness? 

(Witness  excused.) 

Mr.  Pope.  I  will  call  Mr.  Inkster. 

A.  B.  Inkster,  a  witness  called  by  and  on  behalf  of  the  Flathead  irrigation 
district,  and  duly  sworn  according  to  law,  was  examined  and  testified  as 
follows : 

Direct  examination  by  Mr.  Pope  : 

Question.  What  are  your  initials,  Mr.  Inkster? 

Answer.  A.  B. 

Question.  Where  do  you  live? 

Answer.  Seven  miles  north  of  Hot  Springs  on  a  farm. 

Question.  On  the  Flathead  irrigation  project? 

Answer.  On  the  Flathead  irrigation  project. 

Question.  Do  you  live  on  what  is  known  as  the  Camas  division  of  the  project  ? 

Answer.  Yes. 

Question.  Are  you  a  farmer? 

Answer.  Yes. 

Question.  And  this  portion  of  the  project  is  a  part  of  the  Flathead  irrigation 
district,  is  it? 

Answer.  Yes. 

Question.  What  position  do  you  hold  in  the  Flathead  irrigation  district? 

Answer.  I  am  a  commissioner  of  the  Flathead  irrigation  district,  elected 
from  the  Camas  division,  and  president  of  the  board  of  commissioners. 

Question.  How  long  have  you  been  president  of  that  board? 

Answer.  I  think  it  is  three  years ;  this  is  my  third. 

Question.  And  will  you  state  for  the  information  of  the  commission  what 
advantages  you  anticipate  to  accrue,  particularly  to  the  Camas  division,  from 
the  proposed  inclusion  in  the  license  of  the  provisions  made  for  the  sale  of 
power  to  the  United  States  for  the  project — stating  in  your  own  way  anything 
that  you  feel  will  be  of  value  to  the  commission. 

Answer.  When  this  project  was  opene<l  for  settlement  it  was  understood 
by  all  who  took  this  land  that  construction  costs  wouhl  be  prorated  equally 
over  the  entire  irrigable  area  of  the  entire  project.  I  first  en  me  on  the  project 
in  1909.  I  tripped  down  over  the  Mission  Valley  division.  I  discovered  that 
the  Indians  were  given  the  first  choice  of  the  land  and  that  they  had  exercised 
excellent  judgment  in  making  that  choice,  and  they  had  all  of  the  land  that 
could  be  farmed,  probably,  by  any  dry-farming  method,  and  what  was  left 
was  unfit  for  an  Irrigation  project:  there  would  be  simply  grazing  there. 
That  was  divided  into  units  and  was  put  on  the  market  in  1910  and  was  taken 
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Up  by  the  settlers  as  tliey  came  in.  And  tlii^-o  was  no  division  made  in  allotting 
this  land — putting  it  on  the  market,  you  might  say — there  was  no  division  of 
the  project  into  divisions — the  Jocko  division,  the  Mission  Valley  division,  and 
the  Camas  division.  This  land  was  all  listed  in  a  schedule,  by  section,  town, 
and  range,  and  anybody  taking  up  land  did  not  know  what  division  he  was 
in ;  did  not  know  that  there  was  any  distinction  of  a  division  or  ever  would  be. 

So,  in  taking  up  land  on  the  Camas  division,  we  expected,  of  course,  that  it 
would  be  prorated  over  the  entire  project.  And  the  work  was  not  started  on 
the  Camas  division  until  1917.  We  were  there  for  seven  years  without  any 
water  at  all — on  the  dryest  land  in  the  project.  Work  was  started  first  on 
the  Jocko  division  of  the  project.  That  is  where  almost  all  of  the  Indians — 
in  fact,  practically  all  of  the  Jocko  division  was  Indian  allotments.  There 
were  no  allotments  at  all  in  the  Camas  division,  no  Indians  at  all  in  the  Camas 
division,  on  irrigated  land.  In  March,  1918,  the  Indian  Bureau  made  a  ruling 
that  the  construction  costs  on  this  project  should  be  divided  into  divisions — 
the  Jocko  division  costs  were  to  be  figured — just  what  was  spent  in  that  divi- 
sion.   And  then  the  Mission  division  and  the  Camas  division. 

Before  work  was  started  on  the  Camas  division  it  was  known  by  engineers 
that  the  Camas  division  costs  would  be  much  higher  than  those  of  any  other 
part  of  the  project,  in  fact,  too  high  to  really  make  it  practicable  under  the 
existing   conditions. 

One  reason  for  that  was  that  Camas  division  was  started  when  prices  for 
labor  and  material  and  everything  were  peak  war  prices.  And,  on  the  other 
hand,  the  construction  work  on  the  Jocko  division  was  begun  under  a  very 
low  scale.  It  started  as  far  back  as  the  year  before  the  project  was  opened, 
I  think,  1908.  A  good  deal  of  it  was  done  in  1910.  Well,  this  fact  about  the 
ruling  of  the  Indian  Department  did  not  become  known  until  1922. 

In  1922  there  was  a  movement  started  to  give  loans  through  the  Federal 
land  bank,  and  they  required  that  they  should  know  what  the  estimated  costs 
would  be.  So  they  asked  the  project  for  an  estimate  on  these  costs,  and  they 
were  given  out,  estimating  the  costs  of  the  Jocko  division  at  $40 ;  the  costs  of  the 
Mission  division — I  think  it  was  estimated  at  $60 ;  from  $50  to  $65 ;  the  costs 
are  now  $65.     And  the  estimated  cost  of  the  Camas  division  was  $125. 

We  were  about  25  miles  from  the  railroad  in  the  Camas  division,  and  being 
discriminated  against  in  this  way,  why,  we  saw  that  it  would  simply  kill  the 
Camas  division ;  that  there  would  be  no  further  progress  made. 

And  I  took  it  up  with  the  Indian  Bureau,  the  Interior  Department,  through 
correspondence.  We  had  several  conferences  on  the  project  with  different 
committees.  A  petition  setting  forth  all  of  the  conditions  was  submitted  to 
the  Secretary  of  the  Interior. 

Nothing,  however,  was  accomplished  until  in  1925,  when  Mr.  Cramton  came 
on  the  project  with  his  committee.  And  I  met  Mr.  Cramton,  along  with  others, 
over  at  Poison,  and  went  with  him  over  to  the  Camas  division.  And  there 
was  a  large  meeting  held  there,  and  we  stated  the  entire  facts  of  the  case  as 
I  have  given  them  to  you  at  that  time  to  Mr.  Cramton;  and  as  a  result  the 
method  of  taking  care  of  the  construction  costs  of  the  Camas  division  was 
planned  by  Mr.  Cramton,  along  with  the  other  project  development  as  set  forth 
in  the  acts  of  Congress  which  followed  and  in  our  repayment  contract. 

By  Mr.  Dixon  : 

Question.  That  was  to  put  your  cost  above  $65  an  acre  in  a  suspense  account? 

Answer.  To  put  the  cost  above  $05  an  acre  in  a  suspended  account  to  be  paid 
from  the 

Question.  Irrigation  ? 

Answer.  From  the  proceeds  received  from  any  sale  of  power  through  this 
power   development. 

By   Mr.   Pope  : 

Question.  I  will  ask  you  just  generally  whether  your  experience  in  connection 
with  the  early  history  and  development  of  the  project  has  been  the  same  as 
Mr.  Dellwo  has  related? 

Answer.  Yes,  sir.  I  would  like  to  state,  to  supplement  Mr.  Dellwo's  state- 
ment in  regard  to  getting  this  repayment  contract  signed  up,  that  this  power 
development  was  used  very  largely  as  an  argument  with  the  farmers  and  in 
securing  their  signatures  to  this  contract.  That  was  a  very  important 
argument 
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By  Mr.  Dixon  : 

Question.  Mr.  Inkster,  unless  the  settlers  on  the  Camus  division  can  receive 
a  portion  of  the  development  of  the  power  at  Poison  originally  set  aside  for  the 
project,  is  it  humanly  i>ossible  for  them  to  pay  out  the  costs  of  irrigating 
the  Camas  division  land? 

Answer.  I  would  say  not.  On  the  other  hand,  even  if  they  could,  it  would 
discriminate  so  much  against  that  division,  in  comparison  to  costs  on  the  other 
parts  of  the  project  which  are  on  railroads  and  closer  to  railroads,  that  nobody 
would  come  in  there. 

Question.  You  are  situated,  you  say,  an  average  distance  of  30  miles  from  a 
railroad? 

Answer.  An  average  of  about  25 ;  22  to  30. 

By  Mr.  Pope: 

Question.  What  do  you  say  as  to  the  understanding  of  the  people  on  the 
project  as  to  their  interest  in  this  power  development? 

Answer.  They  are  very  much  interested  in  the  power  development. 

Question.  I  mean,  to  what  extent? 

Answer.  Do  you  mean  toward  use  on  the  farm? 

Question.  No;  I  do  not  mean  that.  Suppose  there  was  issued  a  license  here 
which  would  substitute  a  large  power  development  for  that  which  was  proposed 
for  the  original  project  plans.  What  do  you  say  as  to  the  expectation  of  the 
people  on  the  project  as  to  what  they  shall  receive  from  that? 

Mr.  Grorud.  I  object  to  that.    I  do  not  think  that  is  proper  examination. 

Mr.  Pope.  All  right.     I  will  withdraw  the  question. 

You  may  cross-examine. 

By  Mr.  Dixon  : 

Question.  Would  the  people  out  on  the  Camas  division  have  signed  up  had  it 
not  been  for  the  assurance  of  the  Department  of  the  Interior  that  they  would 
be  relieved  from  this  excess  payment  through  the  development  of  the  power? 

Answer.  Absolutely  not. 

Question.  Would  there  have  been  any  signatures  on  it? 

Answer.  No,  sir. 

Question.  Are  there  some  allotments  in  the  Camas  division? 

Answer.  I  think  there  are  no  allotments  in  the  Camas  division. 

By  Mr.  Pope: 

Question.  Let  me  ask  you  if  it  is  not  a  fact,  Mr.  Inkster,  that  at  the  time  the 
small  power  development  was  authorized,  the  people  on  the  project,  project  engi- 
neers, with  tlie  advice  of  the  district  officers,  withheld  going  ahead  with  that 
small  power  development,  after  the  proposed  delivery  of  the  15,000  horsepower 
had  been  made  an  offer  to  take  the  place  of  the  benefits  to  be  derived  from  the 
small  power  development? 

Answer.  Yes. 

Question.  That  is,  you  and  the  other  commissioners  have  cooperated  in  trying 
to  bring  about  the  enactment  of  legislation  and  the  execution  of  contracts  which 
would  permit  the  major  development? 

Answer.  Yes,  sir. 

Question.  There  was  a  time  when  you  were  in  a  position  to  have  gone  ahead 
with  the  small  power  development? 

Answer.  Yes,  sir. 

Mr.  DixoN.  ArQ  there  any  other  questions  by  anybody? 

Cross-examination  by  Mr.  Grorud: 

Question.  How  far  is  the  Camas  unit,  say,  from  the  Flathead  site? 

Answer.  Do  you  mean  from  the  Newell  Tunnel? 

Question.  Yes. 

Answer.  It  is  about  24  miles  in  an  air  line. 

Question.  It  is  not  contemplated,  is  it,  to  construct  transmission  lines  from 
the  power  plant  to  the  Camas  district? 

Answer.  There  is  a  provision  in  this  agreement  with  the  Montana  Power 
Co.  which  provides  that  when  they  commence  construction  they  run  a  line  in 
there  from  the  nearest  point — I  do  not  know  that  that  is  stated  in  the  agree- 
ment, where  they  run  it  in  from,  but  they  contemplated  to  run  It  from  the  plant 
at  the  nearest  point  that  would  bring  it  right  through  the  Camas  division, 
and  we  expect  to  have  power  there  really  the  first  of  any  part  of  the  project. 
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Question.  And  do  you  intend  to  use  any  of  this  power  for  pumping  purposes? 
Answer.  On  the  Camas  division? 
Question.  Yes. 

Answer.  We  do  not  expect  to  do  any  pumping  on  the  Camas  division. 
Question.  You  have  your  own  gravity  system,  do  you  not? 
Answer.  Yes. 

Question.  Now,  if  the  excessive  charges,  these  charges  for  construction  above 
the  $60  per  acre — if  those  charges  were  charged  off,  it  would  accomplish  the 
tsame  purpose,  would  it  not? 
Answer,  I  think  not. 
Question.  Why,  Mr.  Inkster? 

Answer.  Well,  that  is  very  evident.  We  are  part  of  the  larger  project.  It  is 
required  for  pumping  purposes,  and  that  is,  I  think,  the  thing  of  first  im- 
portance— the  need  of  this  power  for  pumping  purposes.  I  think  the  second 
importance  is  the  need  for  power  in  advancement  of  living  conditions  on  the 
farm,  and  the  taking  care  of  this  excess  cost,  I  think,  if  of  third  importance 
in  line. 

Question.  Well,  you  understand,  do  you  not,  that  notwithstanding  the  fact — 
that  even  if  the  15,000  horsepow^er  should  not  be  made  a  condition  precedent  to 
the  issuance  of  the  license  the  development  will  take  place? 
Answer.  What  is  that? 

Question.  That  the  development  will  take  place,  even  though  the  15,000  horse- 
power is  not  given  to  the  irrigation  district? 
Answer.  What    do   you    mean,    development? 

Question.  Development  of  the  sites,  and  so  that  you  could  buy  your  power 
direct  from   the  company. 

Answer.  I  do  not  know  that  it  will. 
Question.  You   do   not   know? 

Answer.  I  think  we  have  a  pretty  strong  claim  for  water  power  on  those  sites. 
Question.  Well,  you  were  not  induced  to  settle  upon  the  Camas  division  by 
reason  of  the  development  of  these  sites? 
Answer,  No. 
Question.  There  was  nothing  said  about  any  power  use  for  pumping  purposes? 

Answer.  Not  in  the  Camas  division,  no ;  not  at  the  time  I  took  that  land 

Question.  And  nothing  was  said  about  receiving  a  part  of  the  rentals  or  part 
•of  the  profits  from  the  development  on  these  sites? 

Answer.  Well,  naturally,  there  had  been  no  plan  developed  along  that  line 
at  the  time  I  went  on  the  project  in  1910. 
Mr.  Grorud.  That  is  all. 

By  Mr.  Dixon  : 

Question.  As  a  matter  of  fact,  at  that  time,  Mr.  Inkster,  the  whole  project 
v^as  supposed  to  have  been  developed  on  the  same  flat-acre  charge? 

Answer.  Yes,  sir. 

Question.  On  both  sides  of  the  river? 

Answer.  Yes,    sir. 

Question.  This  is  a  new  development  that  came  up  in  1922? 

Answer.  Yes.  sir. 

Question.  Yes;  and  estimates  were  made  at  that  time  of  a  very  low  con- 
struction cost? 

Answer.  Yes,  sir. 

Question.  But  the  power  project  was  a  part  of  the  general  irrigation  scheme 
in  1910? 

Answer.  Yes,  sir ;  that  is  what  I  understood. 

By  Mr.  Grorud  : 

Question.  I  will  ask  you  one  more  question :  That  is,  if  the  estimates  by  the 
Interior  Department  engineers  were  not  made  at  a  very  low  cost  per  acre? 

Answer.  What  is  that? 

Question.  The  first  estimates  of  the  construction  costs  were  verv  low,  were 
they  not? 

Answer.  The  first  estimate  that  was  ever  made  by  the  Government  that  I 
have  ever  been  able  to  discover  was  in  their  report  in  1913. 

Question.  Do  you  recall  the  estimate  of  cost? 

Answer.  Yes ;  it  figured  out  about  $60  an  acre. 

Mr.  Grorud.  Yes. 
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By  Mr.  Dixon  : 

Question.  As  a  matter  of  fact,  Mr.  Inkster,  if  the  Government  liad  gone 
ahead  and  Congress  had  made  the  appropriation  to  have  developed  this  project 
when  the  settlers  were  first  invited  to  come  in  in  1910,  the  cost  would  have  been 
not  to  exceed  half  of  what  it  finally  cost;  construction  costs  were  not  over 
one-half  at  that  time  of  what  they  were  in  1917  and  1918,  were  they? 

Answer.  No,  sir. 

Mr.  Grorud.  And  the  cost  would  have  been  much  less  than  $60  per  acre  if 
Congress  had  appropriated  the  money  and  let  the  work  out  to  some  independent 
contractors  and  constructed  the  project  at  one  time. 

Mr.  DixoN.  As  a  matter  of  fact,  the  moneys  received  from  the  proceeds  of 
land  and  timber  went  into  the  construction,  did  it  not,  under  the  original  bill? 

Mr.  Grorud.  The  construction  was  paid  for  out  of  Indian  funds,  tribal  funds. 

Mr.  J)ixoN.  Yes ;  and  afterwards  Congress  changed  the  entire  project  and 
distributed  in  per  capita  payments  to  the  Indians  nearly  a  million  dollars,  and 
left  the  project  without  any  funds  to  develop  it  with. 

Mr.  Grorud.  That  should  not  be  charged  to  the  Indians. 

Mr.  DixoN.  As  a  matter  of  historic  record,  that  is  the  truth  of  the  matter. 

Mr.  Grorud.  That  is  the  truth  of  the  matter ;  that  is  true. 

Mr.  Pope.  I  have  one  other  question ;  I  do  not  know  that  it  is  important.  I 
think  figures  were  given  by  Mr.  Dellwo  fur  tlie  present  operation  and  main- 
tenance charge  at  a  flat  rate  of  72  cents  for  the  years  1928  and  1929.  Is  that 
right? 

The  Witness.  It  is  80  and  82  cents. 

Mr.  Pope.  I  would  like  to  ask  that  same  question  of  Mj-.  Dellwo.  Mr.  Dellwo, 
will  you  now  state  what  the  operation  and  maintenance  charges  were? 

Mr.  Deixwo.  It  was  80  and  82  cents,  respectively,  for  those  two  years,  instead 
of  70  and  72. 

Mr.  Pope.  That  is  all. 

f  Thereupon,  at  12.30  o'clock  p.  m.,  a  recess  was  taken  until  2  o'clock  p.  m.) 

AFTER  RECESS 

The  hearing  was  resumed  pursuant  to  the  taking  of  a  recess. 

Appearances:  Same  as  for  this  morning,  with  the  exception  of  Secretary 
Wilbur,  absent. 

Mr.  Dixon.  The  hearing  will  come  to  order. 

Governor  McCormack,  are  you  and  Mr.  Jellison  ready  to  put  on  your  case? 

Mr.  McCormack.  Yes. 

Mr.  Grorud.  Governor  McCormack  has  called  attention  to  a  matter  on  page 
1280  of  the  record  with  reference  to  Mr.  Dupuis.  I  understand  that  this  record 
is  going  to  be  made  a  public  document.  If  that  is  so,  I  would  like  to  have  this 
stricken  from  the  record : 

"By  Mr.  Kerr.  I  have  heard  during  conversations  that  Chief  Chnrlo  and 
Chief  Koostata  have  complained  about  what  an  outrage  it  was  on  the  tribe 
that  Caville  Dupuis  had  ever  been  made  a  member  of  the  tribe." 

I  don't  think  that  Mr.  Kerr  ought  to  leave  that  impression,  and  I  ask  that 
this  be  stricken  from  the  record. 

Mr.  Kelly.  That  is  agreeable  to  us. 

Mr.  Dixon.  All  right.    It  will  be  so  ordered.    Specify  what  lines  it  is. 

Mr.  Kelly.  Your  confirmation  of  that  statement,  Mr.  Dixon — maybe  that  also 
ought  to  go  out. 

Mr.  Dixon.  Let  me  see  that.  I  really  was  talking  across  the  tal)le  more  than 
for  the  record. 

Yes;  just  eliminate  that.  All  of  page  1280  of  the  record  will  b(^  stricken  out, 
all  of  page  1281,  and  page  1282  as  far  as  the  words  "  Examination  of  Mr.  Kerr, 
resumed."    All  of  that  will  be  stricken  out. 

Mr.   MoCoBMACK.  Mr.   Chairman. 

Mr.  Dixon.  Governor  McCormack. 

Mr.  McCoEMACK.  As  representing  Flathead  County  I  am  just  going  to  en- 
deavor to  show  by  our  testimony  that  the  proposed  elevation  will  do  damage  to 
the  residents  of  that  county  which  never  can  be  remedied.  I  am  also  going  to 
endeavor  to  have  the  commission  look  into  the  matter  of  granting  a  lowtT  ile- 
vation  which  will  not  damage  us  to  the  extent  that  this  one  will.  The  testimony 
will  be  along  these  lines,  and  will  not  go  into  other  matters  even  though  they 
may  be  somewhat  germane  to  the  subject.    I  shall  try  to  put  it  in  in  the  order 
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of  sequence  so  that  the  hearing  will  be  shortened  as  much  as  we  are  able  to 
shorten  it. 

Mr.  Dixon.  Yes ;  to  show  the  elevations  and  the  damage  that  you  fear  to  the 
lands  at  the  head  of  the  lake? 

Mr.  McCoRMACK.  The  damage  to  all  of  the  lands  at  the  head  of  the  lake  in 
the  future  through  the  developments,  the  damage  to  Flathead  County. 

We  also  expect  to  ask  that  a  reservation  of  water  be  made  for  our  benefit. 

Mr.  Jellison,  will  you  take  the  stand? 

Whereupon, 

W.  F.  Jellison  was  called  as  a  witness  in  behalf  of  Flathead  County  and, 
having  been  first  duly  sworn,  was  examined  and  testified  as  follows : 

Mr.  Dixon.  You  are  not  a  lawyer,  Mr.  McCormack,  are  you? 

Mr.  McCoEMACK.  No ;  but  I  will  try  to  take  the  place  of  one. 

Mr.  Dixon.  Not  that  he  needs  any  protection,  but  I  just  wanted  to  volunteer 
that  information  myself  so  that  these  other  gentlemen  would  know  it. 

Direct  examination  by  Mr.  McCormack  : 

Question.  What  is  your  name? 

Answer.  W.  F.  Jellison. 

Question.  Where  do  you  live? 

Answer.  I  live  in  Flathead  County,  9  miles  north  of  Kalispell,  on  the  Great 
Northern  Railroad  at  a  station  called  La  Salle. 

Question.  About  how  far  is  that  from  the  north  end  of  the  valley? 

Mr.  Dixon.  Do  you  mean  the  north  end  of  the  lake? 

Mr.  McCormack.  No  ;  the  north  end  of  the  valley. 

Answer.  The  agricultural  part  of  the  Flathead  valley  extends  about  7  or  8 
miles  north  of  where  I  live. 

By  Mr.  McCormack  : 

Question.  And  how  far  are  you  from  the  lake? 

Answer.  I  am  21  miles  from  the  lake. 

Question.  And  how  far  are  you  from  the  river? 

Answer.  The  river  skirts  my  farm  a  mile  and  three-quarters. 

Question.  You  are  a  mile  and  three-quarters  along  the  river? 

Answer.  My  land  extends  a  mile  and  three-quarters  along  the  bank  of  the 
river. 

Question.  Now,  Mr.  Jellison,  you  will  briefly  outline  the  matter  of  the  loca- 
tion, settlement,  and  so  on,  of  Flathead  County. 

Answer.  I  think  it  would  be  interesting  for  this  commission  to  know  some- 
thing about  what  Flathead  County  is 

Question.  And  what  the  cities  in  Flathead  County  are. 

Answer.  Flathead  County  is  situated  in  the  northwestern  part  of  Montana, 
with  Lincoln  County  west  of  it,  between  it  and  the  Idaho  line. 

Flathead  County  has  an  area  of  approximately  3,600  square  miles. 

By  Mr.  Dixon  : 

Question.  About  three  times  the  size  of  the  State  of  Delaware? 

Answer.  I  don't  know  much  about  Delaware. 

Question.  Or  Rhode  Island?  They  had  some  interesting  conversation  in  the 
Senate  on  these  Western  States. 

Answer.  The  agricultural  land,  so-called,  in  Flathead  County,  the  open  land, 
is  122,000  acres.  The  cut-over  and  pasture  lands  are  317,000  acres.  The  timber 
lands  of  Flathead  County  are  estimated  by  the  assessor  of  Flathead  County  at 
three  hundred  and  fifty-odd  thousand  acres. 

Question.  Does  that  include  the  State  timber  reserve? 

AnsweT.  I  got  those  figures  from  the  assessor,  Mr.  Secretary.  I  am  not  sure 
whether  or  not  they  include  the  forest  reserves. 

Question.  I  mean  the  State  forests. 

Answer.  The  State  lands  are  pretty  much  together  up  on  the  Stillwater. 

By  Mr.  McCormack  : 

Question,  Mr.  Jellison,  will  you  state  the  amount  of  forest  reserves  in  pro- 
portion to  all  of  the  lands? 

Answer.  My  understanding  is  that  about  three-fifths  of  the  area  of  Flathead 
County  is  in  forest  reserves. 
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By  Mr.  Bonner: 

Question.  How  much  is  in  national  parks,  Mr.  Jellison? 

Answer.  I  don't  think  that  the  national  paTk  is  considered  to  ho  in  Flathead 
County. 

Question.  Part  of  it  is  in  Flathead  County,  isn't  it? 

Answer.  I  helieve  so.  But  if  I  understand  the  thing  right,  Flathead  County 
has  not  much  to  do  with  the  jurisdiction  in  Glacier  Park.  I  don't  know  about 
that,  Mr.  Secretary. 

Mr.  Dixon.  Part  of  the  area  is  in  Flathead  County,  but  they  have  no  juris- 
diction over  it. 

Mr.  Bonner.  I  was  just  wondering  whether  that  area  of  Glacier  National 
Park  was  not  included  in  this  figure  that  he  gave  of  3,600  square  miles.  He 
just  made  that  statement,  and  I  thought  it  would  be  proper  to  show  that  in 
addition  to  that  three-fifths  of  the  area  being  in  national  forests,  a  substnntinl 
additional  portion  is  in  national  patks. 

Mr.  McCoRMACK.  No. 

The  Witness.  Settlement  was  made  in  the  county  among  the  older  settlers 
that  I  have  known  along  in  the  early  eighties,  coming  up  from  Missoula.  The 
railroad  came  into  the  city  of  Kalispell  in  1891. 

The  population  in  the  county  of  Kalispell  at  the  present  time  is  about 
18,000 

By  Mr.  Dixon  : 

Question.  You  mean  Flathead  County? 

Answer.  Flathead  County. 

Question.  You  said  "Kalispell." 

Answer.  I  beg  your  pardon.  I  didn't  intend  to  say  "  Kalispell  "  ;  I  meant  to 
say  "  Flathead  County." 

And  the  population  of  Kalispell  is  about  7,000.  Kalispell,  I  believe,  enjoys  the 
reputation  of  being  the  biggest  little  city  in  Montana. 

Question.  Is  it  bigger  than  Poison? 

Answer.  If  the  Secretary  wants  me  to  make  a  little  comparison  between 
Poison  and  Kalispell,  the  commodore  of  the  fieet  at  Poison  made  the  statement 
that  the  steamboat  which  makes  freight  runs  about  the  lake  there  carries  flour 
among  its  freight  cargo  that  it  delivered  around  the  lake.  The  city  of  Kalispell 
has  for  shipments  wheat,  flour,  potatoes,  both  commercial  and  certified  seed, 
oats,  alfalfa,  sheep,  hogs,  cattle,  lumber,  ties,  pulpwood,  butter,  ice  cream,  and 
I  might  add  some  minerals.  This  mineral  development  is  a  new  business  just 
about  a  year  old,  I  believe,  now.  The  shipment  of  potatoes  of  Flathead  County 
last  year  was  something  over  100  carloads.  Sixty  carloads  of  certified  seed 
raised  in  Flathead  County  were  shipped  into  the  Yakima  district.  I  have 
those  figures  from  Mr.  Arthur  Small,  who  is  engaged  in  the  certified-seed 
business. 

The  GreaJ;  Northern  train  that  takes  the  shipments  out  cf  Kalispell  jiasses 
my  door,  and  we  see  this  train  every  day  and  night  ;!s  it  soes  by,  and  it  lias 
all  the  various  products  that  are  produced  in  Flathead  County,  principally  at 
this  time  being  forestry  products.  We  have  in  Kalispell  two  flour  mills  and  one 
sawmill. 

As  to  civic  improvements  in  Kalispell,  we  have  the  Flathead  County  High 
Schof)l,  in  which  there  are  700  children  at  the  present  time.  Ab(;ut  .10  per  cent 
of  those  children  are  from  rural  homes  in  Flathead  County.  The  city  schools 
had  a  registration  in  September  of  a  few  over  1,(WM).  That  is  u\)  to  the  eighth 
grade.  I  don't  just  remember  the  exact  number.  Then  we  have  chunlies.  Most 
all  of  the  denominations  are  represented.  In  the  way  of  nmnicii)al  improve- 
ments we  have  paved  streets,  oiled  streets.    It  is  considered  a  dustless  town. 

Perhaps  that  is  enough  about  the  background  of  Kalispell  to  show  what  it  is, 
Mr.  Secretary, 

The  banks  in  Kalispell  consist  of  three  substantial  institutions,  the  deposits 
in  which  are  a  little  over  four  millions  in  the  three  banks. 

It  is  a  wholesale  center,  witb  large  wholesale  grocerv  outfits  which  do  business 
in  Kalispell. 

The  agriculture  in  Kalispell,  while  it  may  not  be  the  real  backbone  of  the 
development  in  Flathead  County,  is  one  of  the  principal  parts  of  Flathead 
County's  livelihood.  The  i>eople  in  Flathead  Count.v — there  are  1,200  farms. 
Some  places  of  H  and  4  acres  adjoining  Kalisi^ll  have  been  listed  in  that  number 
of  the  farms  in  Flathead  County. 

Will  that  answer  your  question,  Governor,  as  to  what  Kalispell  and  Flathead 
County  are? 
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By  Mr.  McCormack  : 

Question.  Now,  have  you  any  idea  of  the  taxable  property  and  the  total 
assessments? 

Answer.  The  assessed  valuation  in  Flathead  County  is  very  near  forty 
millions.  The  tax  rolls  in  Montana  are  made  up  in  percentages  of  the  prop- 
erty, and  the  actual  tax  list,  the  basis  for  the  percentages  figures  in  the  various 
items  in  the  taxation  of  the  county,  is  a  little  over  thirteen  millions. 

By  Mr.  Dixon  : 

Question.  That  is  the  percentage  of  total  valuation 

Answer.  For  taxable  purposes;  yes,  sir. 

By  Mr.  McCormack  : 
Question.  That  is  the  percentage  of  a  hundred  per  cent? 
Answer.  Yes. 

Question.  Now,  what  would  be  the  effect  of  this  elevation  of  2,893  feet  asked 
for,  if  it  were  to  go  through,  on  the  taxable  values  for  the  county? 
Answer.  Well,  Governor,  that  is  a  pretty  hard  question. 
Question.  That  is  the  reason  that  I  gave  it  to  you. 

Answer.  The  engineers  have  been  figuring  on  that  for  some  time.  The  number 
of  acres  that  would  be  actually  submerged  and  the  number  of  acres  damaged  by 
seepage  have  been  figured  by  the  engineers,  and  I  can  only  answer  that  ques- 
tion in  giving  my  judgment  of  the  matter  based  on  reports  and  actually  being 
on  the  land. 
Question.  Just  give  that. 

Answer.  It  seems  from  the  best  information  that  we  have  that  there  will  be 
in  the  neighborhood  of  3,500  acres  actually  submerged ;  and  that  there  is  some- 
where in  the  neighborhood  of  4,000  acres  that  are  from  1  inch  to  3  feet  above 
the  actual  surface  of  where  the  water  will  stand  at  2,893  in  those  lands  lying 
at  the  north  end  of  the  lake,  in  what  we  call  the  lower  valley,  speaking  locally 
of  things  in  Flathead  County,  the  lower  valley. 

Question.  In  your  opinion,  will  the  lands  that  will  be  under  water  pay  as 
much  taxes  to  the  county  as  they  do  at  the  present  time  with  the  improvements, 
farm  machinery,  and  livestock  and  homes  on  them? 

Answer.  I  don't  think  that  the  land  submerged  will  pay  any  taxes  into 
Flathead  County.  At  one  time — I  haven't  any  papers  to  prove  that — but  at 
one  time  the  secretary  of  the  chamber  of  commerce  corresponded  with  the  tax 
commission  of  the  State  of  Montana  in  regard  to  that  very  subject :  Are  sub- 
merged lands  taxed?  He  said  that  there  was  no  record  in  his  office  that  any 
submerged  agricultural  lands  in  Flathead  County  are  being  continued  on  the 
tax  roll  for  taxes  in  Flathead  County. 
Question.  In  Flathead  County? 

Answer.  In  Montana,  the  State  Commission  of  Montana. 
Mr.  Kelly.  Just  a  moment,  if  you  please. 

Of  course  this  is  hearsay  testimony  which  would  not  be  permissible  under 
the  ordinary  rules ;  but  the  facts  of  the  matter  are  that  on  the  tax  rolls  these 
lands  do  not  appear  as  submerged  lands;  but,  as  a  matter  of  fact,  all  of  the 
lands,  every  acre  of  land  that  has  been  purchased  for  flood  purposes  is  on  the 
tax  rolls  of  every  county  in  which  it  is  and  is  assessed  by  the  local  assessor, 
and  the  assessor  says  what  it  will  be  assessed  for.  Naturally,  there  would  be 
no  record  in  the  State  rolls  showing  that  the  land  is  submerged  any  more  than 
any  other  irrigated  land.  There  is  no  way  to  get  land  off  the  tax  rolls  just 
because  it  passes  into  the  ownership  of  a  power  company  and  is  used  for  flood- 
ing purposes  instead  of  agricultural  purposes. 

While  I  have  no  doubt  that  the  statement  by  the  secretary  of  the  tax  com- 
mission was  correct,  there  wasn't  anything  in  their  files  to  show  that  any  sub- 
merged land  is  taxed.  As  a  matter  of  fact,  they  are  on  the  tax  rolls  and  are 
assessed  for  taxes  and  the  taxes  paid  on  them.  That  is  a  requirement. 
The  constitution  requires  that  they  shall  be  assessed.  There  is  no  way  ot 
exempting  them. 

Mr.  McCoRMAOK.  Y'our  statement  is  correct.  The  land  is  being  continued  od 
the  rolls  if  it  ever  was  on  the  tax  rolls. 

Mr.  Kelly.  Every  piece  of  land  that  the  power  company  owns  is  on  the  tax 
rolls,  and  there  is  no  way  of  getting  it  off. 

Mr.  ^IcCoRMACK.  We  have  intended  getting  a  statement  of  that,  but  didn't 
seem  to  get  time  to  get  it.     We  intended  to  get  a  statement  of  the  taxes  that 
these  lands  are  paying  now  as  compared  to  the  amounts  that  they  paid  f(;rmerly. 
Mr.  Kelly.  That  can  not  be  obtained. 
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Mr.  McCoRMACK.  Yes ;  it  can  be  obtained.  Being  on  the  tax  rolls  does  not 
alter  the  fact  that  they  may  be  high  or  low  as  compared  to  what  they  formerly 
were  when  they  were  going  concerns  as  farms. 

Mr.  Russell.  Do  you  mean,  Mr.  Kelly,  that  when  you  obtain  land  and  flood 
the  land  by  some  of  your  projects,  that  land  flooded,  the  land  submerged,  is 
transferred  from  the  original  owner  to  the  assessment  rolls  of  the  Montana 
Power  Co.? 

Mr.  KET.LY.  It  is  an  actual  transfer  by  the  title  transfer. 

^Ir.  Russell.  And  then  they  continue  the  taxes  after  it  becomes  subui'Tged? 

Mr.  Kelly.  Oh,  certainly. 

Mr.  Bonner.  Are  flowage  rights  taxable  under  the  Montana  law? 

Mr.  Jellison.  Every  piece  of  property  in  Montana  is  taxable  except  as  it  is 
exempted. 

Mr.  Kelly.  Every  bit,  tangible  and  intangible. 

Mr.  Bonner.  I  was  speaking  of  the  flowage  rights. 

Mr.  Kelly.  Oh,  certainly. 

Mr.  Bonner,  Where  they  merely  have  a  right  to  flowage? 

Mr.  Kelly.  That  right  to  flowage  is  taxable, 

Mr,  Bonner.  Even  though  it  is  only  temporary? 

Mr.  Kelly,  Yes.    Of  course,  when  land  is  flooded,  you  have  to  buy  it  outright. 

Mr.  Bonner.  You  never  purchase  merely  flowage  rights  subject  to  the  fee  in 
remainder? 

Mr.  Kelly.  No.  Even  under  our  condemnation  proceeding,  when  we  exercise 
the  right  of  eminent  domain,  the  lands  which  are  taken  are  taken  in  fee  simple, 
because  those  lands  which  are  flowe<l  are  destroyed  for  all  other  purposes.  So 
we  have  to  take  them  in  fee  simple, 

Mr.  McCormack.  However,  Mr.  Kelly,  whatever  improvements  there  might  be 
on  the  place  submerged,  the  county  would  be  out  that,  even  though  the  taxing 
value  might  be  equal? 

Mr.  Keixy.  Of  course,  the  improvement  as  such  would  not  be  taxable  for 
that  county,  but  the  dam  site  is  a  much  greater  improvement ;  that  is,  the 
improvement  of  the  place  by  the  power  company  is  generally  large. 

Mr.  McCormack.  That  has  not  any  reference  to.  this  case  whatever,  because 
it  is  not  in  our  town. 

By  Mr.  McCormack  : 

Question.  Now,  Mr.  Jellison,  we  have  a  map  showing  land  flowed  and  ex- 
pected to  be  damaged  in  part  or  wholly.  Does  the  map  show  all  of  the  land 
that  should  come  under  this  elevation? 

Answer.  In  my  correspondence  with  Senator  Walsh  I  asked  him  if  he  couldn't 
furnish  us  a  map  that  would  in  some  measure  acquaint  us  with  the  damage 
that  would  be  done  down  there  as  a  result  of  this  geological  survey. 

He  wrote  me  that  this  survey  was  incomplete,  that  the  official  reports  had 
not  been  made;  but  he  sent  me  this  map  with  a  rcMjuest  that  it  be  returned 
to  him  when  I  was  through  with  it. 

I  know  of  my  own  knowledge  that  over  in  this  direction  [indicating  on 
map] — I  can't  say  just  exactl.v 

Mr.  Dixon.  Mr.  Jellison,  when  you  say  "  this  maii."  what  d'»  you  mean 
by  that? 

Mr.  Bonni<:r.  Have  you  marked  it? 

Mr.  Dixon.  Did  that  map  come  from  the  Federal  Power  Commission? 

Mr.  Bonner.  At  Senator  Walsh's  request  we  obtained  that  map  from  the 
Rocky  Mountain  Power  Co.  and  transmitted  it  to  the  Senator, 

Mr.  Jellison.  It  is  made  by  the  Ignited  States  Geological  Survey? 

Mr,  Kelly.  At  our  expense,  I  take  it. 

Mr.  Jellison.  Wbat  I  was  going  to  ask  Mr.  Henshaw  about  was  about  how 
near  complete  this  map  is, 

Mr.  Bonner,  That  is  a  map  obtained  from  the  power  company, 

Mr,  Henshaw.  That  map  was  submitted  and  prepared  while  T  was  away. 
I  will  have  to  look  at  that  to  see  how  complete  that  is. 

Mr.  McCormack.  I  want  to  say  to  the  Secretary  that  I  know  of  my  own 
knowledge  that  there  is  land  in  this  section  around  in  here 

Mr.  Jellison.  Just  mention  the  section  so  we  will  have  it  in  the  record. 

Mr.  MoCoEMACK.  Sections  10  and  15. 

Mr.  Jeixtson,  Sections  10  and  15.  along  the  line  of  the  Great  Northern  Rail- 
road, In  which  the  water  stays  at  a  considerable  depth  when  the  lake  is  at  2.S03. 

Mr.  Dixon.  That  Is  near  the  town  of  Somers? 

Mr.  Jellison.  Yes ;  very  near  the  town  of  Somers. 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     4249 

Now,  1  don't  think  that  this  map  contains  many  lands  along  this  section  of 
(he  river  and  some  lands  along  here  that  I  have  been  over;  but  I  can  not  give 
Ihe  section  number,  and  along  here,  such  figures  as  that,  that  is  below  2,893. 

Mr.  BoN.xER.  Your  last  statement.  Mr.  Jellison,  refers  to  land  along  the 
river,  I  presume? 

Mr.  Jellison.  Yes. 

Mr.  Bonner.  That  is  the  lower  part  of  township  28,  north  wing  of  it,  20  west. 

Mr.  Jellison.  Yes. 

Mr.  Bonner.  I  want  to  get  that  in  the  record. 

Mr.  Jellison.  For  the  benefit  of  the  commission,  we  think  that  this  map 
should  be  presented,  so  that  they  may  have  all  the  data  regarding  these 
.c4evatit»ns  before  the  final  action  is  taken. 

Mr.  Kerr.  A  contour  map  is  in  evidence.  It  was  introduced  by  Mr.  Wheeler. 
The  contour  map  is  in  evidence  here. 

Mr.  Bonner.  I  don't  know  that  that  section  covered  by  Mr.  Jellison  is 
referred  to  in  that,  Mr.  Kerr.  We  are  speaking  about  the  lands  that  would  be 
overflowed  by  an  elevation  of  2,893.  I  think  that  the  other  map  is  a  topo- 
graphical map  showing  lands  below  that  elevation  which  are  not  submerged. 

Mr.  Jellison.  I  want  to  say  to  the  Secretary  that  my  belief  is,  not  from 
any  engineering  standpoint  at  all,  but  that  when  the  water  comes  down  hero 
from  this  point  up  here  at  Demarsville,  that  when  the  lake  is  high  the  water 
is  the  same  elevation  at  Demarsville,  and  there  isn't  very  much  of  a  current 
through  there ;  and  that  there  are  many  places  along  the  river  where  that 
water  rises  to  the  elevation  of  2,893  that  do  not  appear  on  this  map  at  all. 

Mr.  Dixon.  The  topographical  map  will  show  that? 

Mr.  Kerr.  It  will  show  the  contour  lines. 

Mr.  McCormack.  It  gives  the  elevation,  but  not  how  high  the  water  is. 

Mr.  Dixon.  But  the  topographical  map  will  show  where  the  2,893-foo/. 
elevation  is. 

Mr.  Jellison.  Now,  may  I  return  this  map  to  Senator  Walsh,  as  he  re- 
quested, or  shall  the  commission  demand  it? 

Mr.  Bonner.  Your  testimony  does  not  refer  to  anything  except  the  general 
location  and  not  to  any  unusual  data  shown  on  that  map,  so  I  think  you  may 
as  well  keep  the  map. 

Examination  of  Mr.  Jellison  (resumed)  by  Mr.  McCormack: 

Question.  Mr.  Jellison,  at  an  elevation  of  2,893,  approximately,  to  your  knowl- 
edge, does  the  water  go  away  above  this  place,  the  farthest  point  north  on  that 
map  that  is  listed  as  being  damaged? 

Answer.  Do  I  understand  that  elevation  2,893 

Question.  About  that. 

Answ^er.  It  would  go  away  above  that  as 

Question.  As  a  flood?  Does  the  flood  reach  above  that  point?  For  instance, 
does  it  reach  up  to  opposite  Kalispell? 

Answer.  Yes. 

Mr.  Dixon.  What  height? 

Mr.  McCormack.  Two  thousand  eight  hundred  and  ninety-three,  I  think. 

The  Witness.  When  the  lake  is  up  to  2,893  the  current  of  the  river  up  toward 
Kalispell  is  very  sluggish. 

By  Mr.  McCormack: 

Question.  That  is  what  I  was  trying  to  figure  out. 

Answer.  Yes.     It  is  very  sluggish.     It  is  very  sluggish. 

Question.  And  this  water,  if  it  comes  from  above 

Answer.  And  the  sediment  that  is  in  the  water  is  deposited  to  a  considerable 
extent,  during  high  water,  in  the  lake. 

Now,  I  have  a  case  in  mind  that  I  have  seen  where  the  Somers  Lumber  Co. 
put  a  boom  across  up  in  here 

Mr.  Dixon.  Locate  it. 

Answer  (continued).  Near  Keller's  ranch,  about  a  mile  above  Coles  Ferry. 
They  put  a  boom  in  there,  and  the  sediment  in  the  river  formed  an  island 
behind  that  boom  after  a  dam  of  logs  was  held  there  by  that  boom,  which  seems 
to  convey  to  me  the  idea  that  any  stoppage  of  the  water  in  this  river  here  for 
any  long  period  of  time  is  going  to  throw  this  river  into  another  channel  and 
sweep  down  through  the  valley,  perhaps  in  the  old  channel  that  was  there  at  one 
time  in  this  river. 
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By  Mr.  McCormack  : 
Question.  You  may  state,  Mr.  Jellisou,  about  how  far,  if  you  know,  the  flood 
waters  reacheil  during  the  flood  periods  as  indicated  by  this  map.     Does  it,  for 
instance,  affect  tlie  road  going  from  Kalispell  to  the  river? 

Answer.  At  the  extreme  high  water  in  1928  there  were  three  or  four  days  that 
the  water  was  over  the  road  between  Kalispell  and  the  country  on  the  east  side. 
This  is  Kalispell  [indicating  on  map].  The  road  out  of  Kalispell,  I  think,  is 
designated  by  these  lines  here  and  crosses  the  steel  bridge  at  that  point  [indi- 
cating]. This  road  was  impassable  for  cars  along  here  for  several  days  during 
the  high  water  of  1928. 

Question.  How  much  water  was  there  over  the  road? 

Answer.  Wallace  Monk,  county  commissioner  at  that  time,  came  in  one  morn- 
ing and  got  over  the  roac!,  and  he  immediately  put  a  card  up  blocking  the  road 
for  any  travel  that  day.    He  thought  he  came  a  little  too  close  to  an  accident 
and  put  the  road  out  of  use  for  several  days. 
Question.  This  is  a  graveled  road? 
Answer.  It  is  a  graveled  road. 

Question.  The  water  that  year — that  is,  1928 — was  at  an  elevation  of  what? 
Answer.  Two  thousand  eight  hundred  and  ninety-five. 
Question.  And  six-tenths? 

Answer.  And  six-tenths.  That  is  what  I  believe.  Hold  on.  I  think  it  was 
2,895.  No;  I  think  it  was  2,895.6.  That  is  what  it  was  the  day  that  I  saw 
the  register  at  Somers  in  company  with  Major  Butler  and  several  others  that 
visited  the  register  station  that  day. 

Question.  That  was  the  14th  day  of  June,  wasn't  it? 
Answer.  No.     I  think  it  was  the  30th  day  of  May,   Governor? 
Question.  Now.    then    was   this  road   iiassable   for   cars   during   this   period 
of  high  water? 

Answer,  It  was  not.  We  went  to  a  place  here  called  Foys  Bend  and  stopped 
the  car,  and  the  road  was  completely  submerged  ahead  of  us.  We  had  to 
turn  around  and  go  back  and  arrive  at  Somers  by  what  is  known  as  the  hill 
road. 

Question.  You  had  reference  to  the  road  going  from  Kalispell  over  on  the 
east  side? 

Answer.  That  road  was  impassable  for  several  days. 

Question.  Indicating  that  some  of  the  water  was  as  deep  as  ,3  or  more  feet 
over  the  road? 

Answer.  Well.  I  don't  think  that  Wallace  Monk  could  liav«'  gone  over  the 
road  with  3  feet  of  w^ater  on  it  in  his  car.  He  said  it  was  dangerous  to  use 
that  road,  and  he  closed  it.     I  don't  know  how  much  water  was  over  it. 

Question.  Between  this  point,  that  is,  opposite  Kalispell.  and  Columbia  Falls, 
how  much  farther  up  is  the  influence  of  high  water  felt  to  the  extent  of  flood- 
ing some  high  land? 

Answer,  The  lands  east  of  La  Salle  and  half  a  mile  south  were  flooded  in 
1928  to  some  extent.  The  water  was  on  Mr.  Metcalf's  ranch  tor  a  few  days, 
and  it  was  right  up  to  the  edge  of  my  land   but  flooded  no  crops. 

By  Mr.  Dixon  : 

Question.  Was  this  from  the  river  or  from  the  lake? 
Answer.  From  the  river. 

By  Mr.  McCormack: 

Question.  Due  to  what? 

Answer.  Well,  we  have  always  had  the  opinion  up  tbeiv  that  .is  far  north 
as  where  I  live,  when  the  lake  is  extremely  hii:h.  the  flow  in  the  river  is 
much  less  than  when  the  lake  is  low — that  is,  the  current  is  much  less. 

Que.stion.  The  lake  rising  will  not  receive  the  water  after  it  gets  to  a  liigh 
point  in  the  .'^ame  quantity  as  when  it  g(H's  down,  and  it  has  to  go  over  tlie 
banks;  is  that  it? 

Answer,  We  have  always  thought  it  was  a  back  up  of  the  water. 

Question.  Now.  j'ou  know  that  neighborhood  down  at  that  point  east  of 
Kalispell  that  we  call  the  steel  bridge  and  the  land  down  to  the  river  through 
Riverside  to  a  point  opposite  this  I  indicating)  poijits  in  liere.  where  the  land 
will  be  damaged? 

Answer.  Do  you  mean  down  l)elow  the  Kiversid*'  School,  down  on  Mr. 
Frank  Marsh's  place? 

Question.  From  the  steel  bridge  opposite  Kalispell  s(.nth. 
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Answer.  From  the  steel  bridge  opposite  Kalispell  south?  Well,  I  have 
been  aloiijr  that  road;  but  it  does  not  go  very  close  to  the  river  just  before 
you  cross  over  the  steel  bridue.  I  am  not  so  very  familiar  with  this  country 
in  here.  But  the  road  that  passes  ddwii  here  [indicating]  I  have  been  over 
that  road. 

Question.  Are  you  acquainted  with  it  sufficiently  to  say  whether  it  is 
flooded  or  not  during  periods  of  high  water? 

Answer.  No.     I  don't  think  I  have  ever  been  there  during  high  water. 

Question.  Now,  Mr.  Jellison.  you  will  make  such  general  statement  as  you 
would  like  to  have  go  into  the  record  with  reference  to  maps  and  reports  con- 
cerning the  matters  that  you  are  going  to  speak  of. 

Answer.  I  think  the  commission  is  perhaps  quite  familiar  with  the  geography 
of  that  country,  that  the  headwaters  of  the  Columbia^  River  in  Montana  are  the 
Clarks  Fork  and  the  Flathead  River,  which  unite  near  Plains,  in  Montana ; 
and  that  the  river  breaks  through  a  series  of  mountain  ranges  in  different 
places,  in  which  water  falls  occur;  and  that  there  are  large  lakes  formed  in 
the  stream. 

Now%  this  is  a  map  that  was  put  out  for  advertising.  That  pretty  well  illus- 
trates the  country  [exhibiting  a  map]. 

By  Mr.  Dixon  : 
Question.  Do  you  want  to  introduce  that  map,  Mr.  Jellison? 
Answer.  Yes.    I  think  I  would  like  to  introduce  that  map. 
Question.  All  right.    How  was  it  marked? 

Answer.  I  don't  think  that  there  is  any  mark  on  it.  The  secretary  may  mark 
it  as  he  desires. 

Question.  It  was  put  out  by  a  Spokane  paper? 
Answer.  Yes.    It  was  put  out  by  the  city  of  Whiteford. 

By  Mr.  Bonner: 

Question.  Would  your  testimony  relate  as  well  to  the  map  that  has  already 
been  introduced  as  an  exhibit,  so  that  the  record  would  not  be  encumbered  with 
additional  maps? 

Answer.  That  map  does  not  show  how  the  water  leaves  Montana,  does  it? 

Mr.  Kelly.  Yes;  it  does. 

The  Witness.  Well,  a,ll  right,  then. 

Mr.  Bonner.  The  map  that  I  refer  to  is  Exhibit  No.  5  of  the  Rocky  Mountain 
Power  Co. 

The  Witness.  The  Flathead  Lake,  under  discussion,  drains  an  area  north  of 
the  lake  of  7,010  square  miles,  according  to  the  figures  given  me  by  the  Geologi- 
cal Survey.    That  water  is  supplied  to  the  Flathead  River  north  of  the  lake. 

The  Flathead  River  is  formed  by  the  union  of  three  branches  about  6  miles 
north  and  east  of  Columbia  Falls.  Those  branches  are  called  the  North  Fork, 
the  South  Fork,  and  the  Middle  Fork  of  the  Flathead  River. 

The  South  Fork  furnishes  about  3,000,000  acre-feet.  The  North  Fork  fur- 
nishes a  little  less.  According  to  the  figures  the  Middle  Fork  furnishes  about 
1,700,000  acre-feet  of  water  into  the  flowage  of  Flathead  River. 

About  50  per  cent  of  the  water  that  comes  out  of  those  streams  comes  between 
the  20th  day  of  May  and  the  20th  day  of  July,  about  50  per  cent  of  the  waters ; 
and  the  high-water  period  comes  every  year  betw^een  those  dates. 

The  river  from  Columbia  Falls  to  Kalispell  is  not  a  navigable  river.  It  is 
navigabie  up  as  far  as  Somers,  but  it  is  not  a  really  rapid  river.  There  is  no 
power  site  there  at  all. 

We  have  always  thought  that  in  all  of  the  figures  that  we  have  seen,  every- 
thing pertaining  to  power  development  that  has  been  introduced,  has  been  on  a 
mighty  small  scale  compared  to  the  amount  of  water  that  is  available  for 
development.  The  8,330,000  acre-feet  that  passes  into  Flathead  Lake  from  its 
drainage,  as  we  understand  it,  of  that  there  is  only  to  be  about  1,160,000  acre- 
feet  stored  in  the  lake,  or  about  one-eighth  of  the  total  discharge  of  the  Flat- 
head Lake.  We  have  always  thought  that  is  a  very  small  percentage  of  all  the 
water  that  is  available  to  be  used  in  this  great  development. 

At  the  South  Fork  of  the  Flathead  there  is  a  power  site,  in  what  is  called 
the  Hungry  Horse  Canyon.  I  have  been  at  that  site  a  number  of  times.  I  sub- 
mitted a  map  here  that  Mr.  Hornby  made  of  that.  I  have  been  up  there  a 
number  of  times,  and  have  gone  along  the  whole  length  of  the  area  that  is  to 
be  submerged.    I  was  unable  to  tell  just  where  the  road  would  be  submerged 
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as  we  went  along  locally.    There  were  bench  marks  along  it  giving  the  elevation, 
and  we  got  some  idea  of  the  size  of  the  storage. 

Now — and  I  want  the  record  to  show  that  this  is  largely  hearsay — al)()ve  tliis 
is  another  storage  site  called  Spotted  Bear 

By  Mr.  Dixon  : 

Question.  How  far  above  Hungry  Horse? 

Answer.  About  33  or  35  miles,  I  believe. 

Mr.  Henshaw.  You  can  see  it  on  this  map  [exhibiting  a  map]. 

Mr.  Bonner.  You  are  now  referring  to  Flathead  County  Exhibit  No.  2. 

The  Witness.  This  is  the  dam  site  at  Hungry  Horse  [indicating  on  map]. 
The  outside  lines  here  indicate  the  contour  edge  of  the  storage  at  an  elevation 
of  3,450,  I  believe ;  some  such  number  as  that. 

Now,  up  here  at  Spotted  Bear  is  a  narrow  canyon,  in  which  storage  can  be 
made.  I  am  not  going  to  say  very  much  about  it,  but  it  is  there.  The  sur- 
veyors who  have  gone  over  this,  and  others  who  have  seen  it,  say  that  the 
storage  can  be  raised  there  in  excess  of  1,000,000  acre-feet. 

Now,  we  want  to  submit  to  this  commission  that  if  this  is  such  a  valuable 
power  site,  and  they  have  figured  down  to  the  tenth  of  a  mill  in  the  ccjst  of  the 
different  items  in  the  production  of  electricity,  we  have  thought  that  surely 
this  great  dam  site  up  here,  where  a  million  acre-feet  could  be  stored,  ought  to 
come  in  for  considerable  consideration. 

Now,  I  don't  want  to  take  too  much  time  here,  but  I  want  to  say  this :  On 
the  North  Fork  is  another  big  dam  site  near  the  location  called  Big  Creek.  It 
is  a  very  narrow  canyon.  A  number  of  us  have  talked  it  over  several  times, 
that  the  location  of  a  dam  on  the  North  Fork  at  Big  Creek  would  in  a  large 
measure  furnish  a  fire  guard  so  that  a  disastrous  fire  like  that  which  burned 
over  from  seventy  to  ninety  thousand  acres  this  year  in  the  neighborhood  of 
Glacier  Park  would  have  been  almost  an  impassable  barrier  in  the  shape  of  a 
reservoir  in  the  North  Fork. 

In  the  North  Fork — I  don't  think  I  have  this  map  right.  Is  the  North  Fork 
shown  on  that? 

Mr.  Bonner.  The  North  Fork  is  not  shown  on  that  map,  Mr.  Jellison. 

Mr.  Kelly.  You  are  looking  south  on  the  map,  Mr.  Jellison. 

The  Witness.  Yes.     The  North  Fork  comes  in  up  here. 

Mr.  Bonner.  Big  Creek  being  about  20  miles  from  Columbia  Falls? 

The  Witness.  About  that ;  yes. 

That  would  make  a  large  storage  reservoir,  which  could  easily  be  trimmed  off 
along  the  shore  of  Glacier  Park ;  and  it  would  add  another  lake  to  the  lakes  in 
Glacier  Park,  besides  furnishing,  as  I  say,  a  fire  guard  protecting  Glacier  Park. 

By  Mr.  Bonner: 

Question.  As  I  understand  in  that  connection,  Mr.  Jellison,  under  the  Federal 
power  act  no  application  can  be  considered  for  lands  invading  any  part  of  a 
national  park. 

Answer.  But  the  Federal  power  act  could  be  amended,  couldn't  it?  Other 
acts  have  been. 

Mr.  Bonner.  It  would  require  an  act  of  Congress  before  lands  within  a 
national  park  may  be  used  for  any  kind  of  fire  protection. 

Mr.  Dixon.  The  National  Park  Association  is  very  powerful.  They  don't 
allow  any  interference  with  the  national  parks.  » 

The  Witness.  Yes.     I  understand  so. 

Then,  upon  the  Middle  Fork  there  are  power  sites  which  the  Grt^at  Northern 
Railroad  have  made  considerable  surveys  and  estimates  as  to  their  development. 

Now,  we  have  wondered  a  good  many  time  in  connection  with  this  proposition 
why  the.se  auxiliary  reservoirs  of  this  development  down  here  can  not  be  con- 
structed at  the  same  time,  and  start  what  might  be  called  a  superdevelopnient 
of  this  whole  project,  and  leave  the  level  of  the  lake  down  so  that  it  won't  flood 
our  beautiful  country.  That  Is  what  we  want.  That  is  all  we  want.  We  feel 
as  though  the  damming  up  of  that  lake  and  the  flooding  of  our  lower  valley  will 
reduce  our  tax 'rolls,  and  it  will  hurt  the  community  interests  of  the  whole 
county,  and  will  do  damage  that  will  be  irreparable  as  the  years  go  by.  Many 
acres  which  at  first  the  water  will  not  flood  will  be  seeped  by  the  continual 
holding  of  the  water  at  that  elevation ;  and  eventually  a  large  part  of  the  lower 
valley  will  be  flooded. 

Now,  I  just  want  to  call  attention  to  some  of  the  things  that  wo  have  b«en 
talking  about. 
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I  want  to  say  that  Kalispell  and  Flathead  County  is  a  reality.  It  is  not  a 
prospect,  like  the  Indian  reservation  down  there.  It  is  a  real  thing.  It  is  here 
now. 

Now,  we  have  a  map  here  that  was  constructed  by  Mr.  Jaqueth,  showing 
the  irrigation  system  of  Flathead  County. 

Mr.  Dixon.  Mr.  Jellison,  Mr.  Bonner  suggests  that  you  offer  this  map  as  an 
exhibit. 

Mr.  Jellison.  Yes.     I  will  be  glad  to. 

Mr.  BoNNEB.  That  will  be  Flathead  County  Exhibit  No.  3. 

Mr.  Dixon.  It  is  marked  "  Flathead  irrigation  project." 

The  Witness.  Mr.  Jaqueth  made  some  very  substantial  surveys.  We  col- 
lected funds  for  this  from  the  acres  that  went  into  it.  Their  names  are  written 
in  here — those  who  contributed.  There  was  contributed,  I  think,  20  cents  an 
acre.    These  farmers  went  in  and  purchased  this  survey. 

Now,  these  lines  here  indicate  canals,  and  it  was  to  reach  all  of  this  land. 

This  is  quite  a  comprehensive  survey;  and  while  it  is  not  pertinent  exactly 
to  the  matter  under  consideration,  that  is  Avhat  we  want  this  water  reserved 
for,  Mr.  Secretary,  at  the  time  we  irrigate  the  lands.  And  if  we  have  many 
seasons  like  we  hnd  this  year  the  land  will  have  ro  be  irrigated  if  it  keeps  up 
its  production. 

By  Mr.  Bonner: 

Question.  Can  you  give  a  general  idea  of  the  water  draft  which  will  be  neces- 
sary to  carry  out  that  scheme? 

Answer.  We  think,  Mr.  Bonner,  that  2  feet  or  30  inches  is  the  duty  of  water 
in  this  location. 

By  Mr.  Dixon  : 

Question.  How  many  acres  are  in  the  proposed  project? 

Answer.  The  proposed  project,  I  think,  carried  something  like — there  is  lois 
of  land  under  these  ditches  that  is  not  cleared.  I  think  the  proposed  project 
carried  something  like  65,000  acres. 

By  Mr.  Kelly: 
Question.  Is  that  outside  land  or  actually  irrigated  land,  Mr.  Jellison? 
Answer.  That  is  actually  irrigated  land. 

By  Mr.  Dixon  : 

Question.  Where  is  Kalispell  on  this  map? 

Answer.  Columbia  Falls  is  right  here  [indicating].    Kalispell  is  right  there. 

Question.  This  is  the  project  here? 

Answer.  I  was  going  to  tell  you  about  that,  Mr.  Secretary.  This  here  is  2,902. 
Their  first  application  for  water  in  Flathead  County,  that  is,  the  Rocky  Moun- 
tain Power  Co.  project  area  that  they  first  sprung  on  the  people  of  Flathead 
County.  Flathead  County  might  just  as  well  roll  their  blankets  and  start  for 
some  unknown  lands  if  that  was  ever  to  go  into  effect.    That  is  what  that  is. 

Mr.  Dixon.  They  would  all  have  to  move  down  on  the  Indian  project  then? 

Mr.  McCoRMACK.  I  expect  they  would. 

The  Witness.  I  drew  a  little  section  there  to  show  the  location  of  my  home. 
My  farm  is  160  acres.  It  is  cut  by  the  railroad  here.  We  have  this  land  down 
there.  Some  of  it  is  timber.  Some  of  it  is  cut-over  land.  We  have  about  250 
acres  of  pasture  in  there. 

I  want  to  say  in  connection  with  the  high  water,  Mr.  Secretary,  that  a  railroad 
contractor  and  a  farmer,  too,  who  used  to  put  horses  in  my  pasture  down  here — 
and  I  have  had  as  high  as  55  head  of  horses  in  the  pasture — in  the  high  water 
of  1927  he  went  there  and  took  his  horses  out  because  he  was  afraid  they  would 
slump  into  this  soft  earth  and  that  he  would  lose  some  of  his  horses.  He 
went  and  took  them  out  of  the  pasture.  I  never  lost  any  stock  in  that  pasture, 
but  he  was  afraid. 

My  Mr.  McCormack  : 

Question.  What  is  the  elevation  of  that? 

Answer.  The  elevation  of  the  river  at  that  point,  as  near  as  I  can  get  at 
it — there  is  a  Geological  Survey  post  right  at  my  ranch  that  says  2,963 ;  and  I 
think  it  is  about  25  feet  of  a  bench  between  that  post  and  the  river  just  east 
of  it.     I  am  guessing  there. 
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By  Mr.  Dixon  : 

Question.  You  don't  mean  to  tell  me  that  the  water  came  up  25  feet? 

Answer.  No.    This  low  land  here.    It  was  right  down  close  to  the  river  there. 

Question.  Oh,  I  see. 

Answer.  And  the  post  of  the  Geological  Survey  is  right  in  there.  I  think 
I  am  correct  when  I  say  "  2,963."  It  was  right  there.  To  go  down  here  to  the 
river  I  think  you  would  go  down  about  25  feet.  This  land  here  is  all  quite 
high  land. 

I  think  that  is  all  that  I  care  to  say  about  that  particular  map,  Mr.  Bonner. 
I  would  be  very  glad  for  you  to  use  it. 

Now,  this  is  another  map,  Mr.  Secretary,  that  shows  the  school  districts 
of  Flathead  County.  I  have  not  drawn  anything  to  show  just  what  scho<3l 
districts  would  be  flooded,  but  in  this  section  here  and  along  here  there  are 
six  school  districts.  We  think  that  if  that  land  was  flooded  those  school  dis- 
tricts would  of  course  take  a  loss ;  that  the  people  would  have  to  move  away, 
and  that  the  lands  would  be  put  out  of  commission. 

The  black  lines  there  show  the  Flathead  school  district,  and  I  don't  think 
there  has  been  very  much  change  in  that  since  it  was  put  out.  We  will  submit 
that,  Mr.  Bonner.     It  might  be  of  some  help. 

Mr.  Bonner.  That  will  be  Exhibit  No.  4.  We  will  call  it  "  Map  showing 
Flathead  County  school  districts." 

Mr.  McCoRMACK.  Those  are  the  school  districts  that  will  lose  people  and  will 
be  damaged  in  their  taxable  values. 

Mr.  Dixon.  It  is  a  Montana  blue  print  showing  the  school  districts. 

The  Witness.  This,  of  course,  is  already  in  the  files.  It  is  a  blue  print  sub- 
mitted by  the  Rocky  Mountain  Power  Co.  at  the  time  they  made  their  applica- 
tion June  18,  1920.  This  dotted  line  on  the  outside  shows  their  project  area; 
and  it  is  from  these  lines  that  we  put  the  coloring  in  on  that  other  blue  print 
showing  the  irrigation  system. 

By  Mr.  Dixon: 
Question.  That  is  2,902  elevation? 
Answer.  Two  thousand  nine  hundred  and  two. 

By  Mr.  MoCormack: 

And  this  one  is  not?    Is  this  2,902? 

Answer.  Yes. 

Mr.  Dixon.  That  is  already  on  the  other  map. 

The  Witness.  Now,  Mr.  Secretary,  something  has  been  said  here  about  the 
number  of  days  that  the  water  is  above  the  2,893  level  under  storage.  This  is  a 
copy  of  the  brief  submitted  to  Major  Butler's  investigation  or  hearing  that  he 
held  in  Kalispell,  December  15,  1927. 

By  Mr.  Dixon  : 

Question.  By  the  Flathead  County? 

Answer.  By  the  Rocky  Mountain  Power  Co.  This  was  our  information.  The 
Rocky  Mountain  Power  Co.  gave  me  this. 

Question.  Is  that  a  part  of  the  record,  Mr.  Jellison? 

Answer.  Yes. 

And  the  elevation  in  June  is  about  93;  in  July,  93;  in  August,  93;  and  in 
September,  92.5. 

Now,  it  doesn't  show  whether  that  is  the  last  day  of  September  or  the  first 
day  of  September.  But  there  are  90  days,  and  we  will  cut  that  in  two  for 
them  and  make  it  105  days  that  the  water  will  be  held  up  by  the  level  of  2,893 
by  allowing  this  development  at  the  level  of  2,893. 

Now,  I  want  to  submit  to  you  some  figures.  The  question  was  asked  me  the 
other  night — and  I  guess  I  didn't  get  it  straight — about  the  number  of  days 
that  the  water  was  up.  We  had  a  little  difference  of  opinion  about  what  the 
question  was,  and  never  went  to  the  record  to  find  out  exactly  what  it  was  or 
what  the  answer  was.  But  in  1908  the  water  was  up  above  the  level  of  2.893 
12  days. 

Question.  Is  this  from  the  Geological  Survey  record? 

Answer.  Yes.  I  got  this  from  the  United  States  Geological  Survey  record; 
and  I  have  the  original  copy  that  I  got  my  data  from.  This  is  the  record  of 
elevation  of  Flathead  Lake  at  Poison,  Mont.,  from  August  23,  1908,  to  Sep- 
tember 1,  1927,  obtained  from  the  United  States  Geological  Survey. 

Mr.  Kerr.  Was  that  corrected  in  the  present  elevation,  the  datum? 

Mr.  McCoBMACK.  How  old  is  it?    When  was  it  printed? 
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Mr.  Dixon.  Mr.  Henshaw,  I  think,  can  determine  tliat  right  away.  He  will 
look  at  it. 

The  Witness.  I  will  go  on  with  my  little  story. 

Mr.  RUSSEI.L.  Just  a  minute.  Mr.  Kerr  has  a  question  there  about  whether 
that  has  been  corrected  to  show  the  elevation. 

Mr.  Kelly.  There  is  about  11  feet  difference,  I  should  say. 

The  Witness.  About  11  feet?    There  is  not.    Oh,  no. 

Mr.  McCoRMACK.  The  correction  was  11  feet. 

Mr.  Kekr.  I  know  we  had  a  corection  of  3  feet ;  and  I  am  frank  to  say  that 
which  end  of  the  lake  was  wrong  I  don't  know.  It  was  off  3  feet  for  a  long 
time. 

Mr.  Kelly.  At  both  ends. 

The  Witness.  That  is  pretty  old.    That  is  all  of  the  papers  that  I  have  now. 

Mr.  Henshaw.  This  appears  to  be  essentially  correct.  Everything  is  now- 
corrected. 

Mr.  Dixon.  Do  you  want  to  offer  that  as  an  exhibit,  Mr.  Jellison? 

The  Witness.  Yes. 

Mr.  Bonner.  That  will  be  marked  "  Exhibit  No.  5  of  Flathead  County." 
Have  you  a  title  for  it,  Mr.  Jellison? 

Mr.  Henshaw.  It  is  a  record  of  elevation  of  Flathead  Lake. 

By  Mr.  McCormack  : 

Question.  Do  you  w^ant  to  put  these  figures  in  as  an  extract  from  this  report? 

Answer.  Yes.  These  are  my  own  figures  from  that  report,  showing  the  num- 
ber of  days  that  the  water  is  held  above  2,893. 

If  that  map  was  strung  up  there  on  the  wall,  it  would  help.  [Referring 
to  map  on  wall.]  Starting  again :  In  1908  the  water  was  for  12  days  above 
the  level  of  2,893 ;  and  in  1909,  12  days.  In  1910  it  did  not  reach  2,893.  In 
1911  it  did  not  reach  2,893.  In  1912  it  did  not  reach  2,893.  In  1913  it  was  at 
2,893  for  21  days.  In  1914  and  1915  it  did  not  reach  2,893.  In  1916  it  was  for 
28  days  above  2,893.  In  1917  it  was  for  6  days ;  in  1918,  6  days ;  in  1919  and 
1920  it  was  not  up  above  2,893.  In  1921  it  was  for  10  days ;  in  1924  it  was  up 
for  six  days.  In  1927  it  was  up  30  days.  That  is  a  total  of  114  days,  or  an 
average  of  o%  days  every  year  for  the  21  years. 

Question.  Every  year? 

Answer.  Yes ;  an  average  of  5%  every  year. 

Mr.  Henshaw,  I  go  you  a  little  better  than  that.  I  make  it  7.1  d%j^s  every 
year  for  21  years.    But  that  is  sufficiently  close. 

The  Witness.  Yes.* 

However,  I  want  to  say  to  the  commission  that  we  do  not  get  very  much 
damage  to  our  agriculture  in  the  Flathead  Valley  when  the  water  overflows 
these  lands  and  passes  right  off. 

By  Mr.  Dixon  : 

Question.  If  it  is  in  crop  at  the  time? 

Answer.  Oh,  yes ;  but  it  is  not  in  crop  at  that  time,  Mr.  Dixon.  But  a  barley 
crop  can  be  put  in  after  the  water  goes  down  on  these  lands  that  are  sub- 
merged by  2,893,  and  a  good  crop  raised. 

Question.  Does  it  get  dry  enough  to  cultivate  and  sow  barley  after  being 
flooded? 

Answer.  It  does  if  the  water  goes  right  off.  There  are  some  years — now,  in 
1928,  Mr.  Oldenburg,  whose  farm  is  down  near  the  river  here,  made  a  failure 
of  his  crop  entirely  because  his  dike  broke  and  the  water  got  in  and  stayed 
this  long  period  of  time. 

But  this  year  Mr.  Oldenburg's  farm,  so  it  was  recorded,  had  a  yield  of  62 
bushels  to  the  acre.  I  wasn't  at  the  threshing  and  don't  know  anything  about 
it,  but  the  county  agent  reported  that  he  visited  the  machines,  and  that  was 
printed  in  the  local  paper — that  the  yield  went  62  bushels  to  the  acre. 

Question.  And  the  wheat  had  been  overflowed? 

Answer.  No ;  not  this  year.  The  land  last  year  was  overflowed ;  and  after 
the  w^ater  ran  off,  he  plowed  his  land  and  put  it  into  wheat  this  spring. 

Question.  The  wheat  is  soft  dow^n  there;  too  much  moisture? 

Answer.  I  don't  want  to  take  too  much  time,  but  we  would  like  to  leave  you 
the  knowledge  that  we  have  of  the  water  conditions  in  the  valley  there. 

Question.  Mr.  Jellison,  before  you  finish  I  would  like  to  ask  you — and  I 
want  you  to  make  reference  in  the  records — as  to  how  much  water  we  asked 
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for  above  irrigation  municipalities,  what  the  total  is  for  the  acreage  and  the 
amount,  and  the  reference  to  it  in  Major  Butler's  report. 

Answer.  To  make  a  short  cut,  Major  Butler  reported  that  water  be  reserved 
for  all  irrigation  above  this  development. 

Now,  we  want  to,  by  reference,  have  introduced  into  the  record  the  report 
of  Mr.  C.  S.  Hydall,  State  engineer  of  Montana.  It  is  Appendix  B  in  this  report 
of  the  Federal  Power  Commission.  The  report  is  on  the  uses  of  the  upper 
Columbia  River.  A  board  of  engineers  was  appointed  that  made  this  most 
extensive  survey  of  the  upper  waters  on  the  Columbia  River  in  Montana.  We 
want  this  statement  of  Mr.  Hydall  as  to  the  number  of  irrigable  acres  in 
different  places  in  Montana  to  become  a  part  of  the  record. 
Mr.  Dixon.  Give  it  by  page. 

The  Witness.  Yes.    Page  66,  to  and  including  page  71. 

Mr.  McCoRMACK.  I  was  going  also,  in  order  to  have  these  requests  together 
in  the  same  place,  to  ask  that  it  be  put  into  the  license,  if  granted,  that  the 
limitation  of  the  applicants  for  the  water  right  shall  be  to  the  amount  actually 
used. 
Mr.  Dixon.  As  recommended  in  the  Butler  report. 

The  Witness.  I  don't  think  Butler  says  anything  in  his  report  about  that. 
Mr.  Dixon.  I  thought  he  said  to  any  extent. 
Mr.  McCoRMACK.  He  is  speaking  of  irrigation. 
Mr.  Dixon.  The  report  speaks  of  any  possible  irrigation,  doesn't  it? 

Mr.  McCoRMACK.  Yes;  but  this  is  a  separate 

Mr.  Henshaw.  Limited  to  what  they  use. 

The  Witness.  Mr.  Secretary,  w^hat  we  are  going  to  ask  is  this :  The  develop- 
ment as  planned  by  either  of  these  applicants  called  for  a  development  that 
uses  less  than  4,000,000  acre-feet.  About  3,800,000  acre-feet  is  all  the  water  that 
can  run  through  their  pipes,  with  a  capacity  of  5,400  second-feet  in  365  days. 
That  is,  all  the  water  that  can  run  through  that  development  is  a  little  less 
than  4,000,000  feet.  We  want  this  commission  to  request  the  power  company 
that  gets  the  development  that  they  limit  their  water  right  that  they  filed 
with  the  State  of  Montana  to  that  amount  of  water. 

Mr.  Ely.  That  is  the  minimum  that  is  contemplated  for  this  power  develop- 
ment— 5,400  second-feet.    That  is  the  minimum,  not  the  maximum. 

Mr.  Kelly.  I  might  say  in  that  connection  that  under  the  Montana  law  your 
water  right  is  limited  actually  to  the  amount  which  you  divert  to  put  to  use. 
It  doesn't  make  any  difference  how  much  you  appropriate. 
Mr.  Dixon.  That  is  all  you  can  use,  isn't  it. 

Mr.  Kelly.  If  a  man  has  appropriated  to  him  500  feet,  he  doesn't  get  it  by 
virtue  of  that  fact;  he  gets  what  he  actually  diverts  and  uses  upon  his  land, 
and  the  same  applies  to  any  use  to  which  you  put  water,  under  the  Mon- 
tana law. 

The  Witness.  We  have  also  asked  for  water  for  municipal  purposes.  I  have 
here  a  report,  the  fourteenth  annual  report  of  the  water  department  of  the 
city  of  Kalispell.  There  are  some  figures  in  here  regarding  the  amount  of 
water  that  they  use  in  Kalispell,  and  other  data  pertaining  to  that  system. 
There  are  also  some  pictures  in  here  of  Flathead  Lake  and  schools  in  Flathead 
County.    Community  exhibits  at  the  world's — at  the  Flathead  County  Fair — and 

such  other  information  as  might  in  a  small  way 

Mr.  Dixon.  Your  description  of  Flathead  County  is  quite  alluring. 
The  Witness.  We  think  it  is  a  pretty  good  place,  Mr.  Secretary. 
I  might  just  say  that  we  would  Mke  to  introduce  this,  and  there  is  an  exhibit 
at  the  Flathead  County  Fair  of  the  little  section  that  I  live  in. 

By  Mr.  McCoemack  : 

Question.  Mr.  Jellison,  I  neglected  to  ask  you  whom  do  you  represent? 

Answer.  We  have  a  credential  here. 

Mr.  BoNNEB.  This  is  a  report  of  the  water  department  of  Kalispell  for  the  year 
ending  December  31,  1927.    That  we  will  mark  "  Flathead  County  Exhibit  6." 

(The  booklet  refetred  to  was  received  in  evidence  and  marked  "  Flathead 
County  Exhibit  6.") 

The  Witness.  This  is  our  credential,  Mr.  Secretary  [handing  a  paper]. 

By  Mr.  McCormack: 

Question.  I  would  like  to  inquire,  Mr.  Jellison,  who  pays  your  expenses  d<>wi» 
hei-e. 

Answer.  The  Flathead  County  Gommissioner.s  made  an  emergency  appropria- 
tion of  $700.    There  was  a  contribution  mrade  by  some  farmers  and  others  thai 
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assembled  at  the  commissioners'  office  the  day  the  final  arrangements  were 
made.  That  created  a  fund  of  $175,  which  was  added  to  that  $700.  That  was 
the  money.  We  haven't  got  it  yet,  but  that  was  the  money  that  they  were 
going  to  pay  our  expenses  with. 

By  Mr.  Grorud  : 
Question :  Is  the  Montana  Power  Co.  paying  your  expenses? 
Answer.  No,  sir. 

Question.  Did  Mr.  Kerr  offer  to  pay  the  expenses  of  a  delegation  from  people 
who  you  represent? 

Answer.  Not  that  I  know  of,  Mr.  Grorud. 
Question.  Mr.  Kerr  did  not  pick  you  as  a  delegate,  then? 
Answer.  No,  sir ;  he  did  not. 

Question.  Did  he  at  any  time  offer  certain  people  expenses  for  a  trip  to 
Washington  concerning  this  matter? 

Answer.  Well,  I  don't  know  that  he  did ;  but  I  might  say  that  at  a  meeting 
in  Brennan's  office  at  Kalispell,  at  one  time  before  this  legislation  that  was 
enacted  in  the  legislature  iu  February  of  1928,  at  that  meeting  Mr.  Kerr  said 
he  wanted  a  full  and  frank  discussion  of  this  thing,  everybody  represented, 
and  that  he  would  be  glad  to  pay  any  of  our  expenses  down  to  Washington  so 
that  we  might  attend  the  hearing.  Mr.  Kerr  offered  that  in  Mr.  Brennan's 
office. 
Mr.  Dixon.  This  credential  reads : 

"  This  is  to  certify  that  W.  F.  Jellison  and  W.  S.  McCormack  were  on  October 
14  duly  appointed  by  the  Board  of  County  Comnrissioners  of  Flathead  County 
to  appear  before  your  honorable  board  to  protest  against  the  granting  of  any 
permit  for  a  dam  which  will  cause  the  waters  of  Flathead  Lake  and  River  to 
be  backed  up  so  as  to  flood  the  property  of  Flathead  County. 
"  Yours  respectfully, 

"  Board  of  County  Commissioners, 

"  Flathead  County,  Mont., 
"  J.  D.  Landen, 
'•  Allen  O.  Culbick, 
"  M.  R.  Wood." 

By  Mr.  McCormack  : 

Question.  Are  you  through,  Mr.  Jellison? 

Answer.  I  can  quit  any  time. 

Question.  It  is  up  to  you. 

Answer.  We  would  like  to  call  the  commission's  attention  to  a  map  that  was 
introduced  by  the — I  got  this  from  Senator  Walsh.  I  guess  it  was  the  Montana 
Power  Co.'s  exhibit.  I  want  to  call  attention  to  the  discrepancy  between  the 
2,893  contour  as  suggested  on  this  map  and  the  2,893  contour  that  is  given  on 
the  Geological  Survey  map. 

Now,  at  this  point  here,  section  16 :  This  contour  map  runs  up  into  section 
16  almost  to  the  north  line  of  the  map.  That  is  one  discrepancy.  I  don't  care 
to  go  into  it,  but  it  seems  as  though  this  map  does  not  accurately  represent 
the  2.893  contour  as  it  actually  exists  in  Flathead  County. 

By  Mr.  Henshaw  : 

Question.  It  was  submitted  with  your  application  for  license? 

Answer.  I  just  want  to  call  the  commission's  attention  to  the  discrepancy. 
It  seems  to  us  that  the  propaganda  has  kind  of  gone  forth  to  minimize  the 
actual  damage. 

Mr.  Kerr.  The  survey  wasn't  made  until  after  that  time. 

Mr.  Hexshaw.  I  have  that.     We  have  the  map. 

Mr.  Kerr.  He  made  out  no  flood  contour.  The  actual  survey  by  the 
geological  department  was  not  made  until  after  that  map  was. 

Mr.  Dixon.  He  says  that  was  made  by  the  figures  collected  by  the  county 
engineer. 

By  Mr.  Dixon: 

Question.  There  is  one  thing,  Mr.  Jellison,  I  think  you  may  not  have  made 
quite  clear.  You  wanted,  too,  in  the  event  a  license  was  issued,  that  in  addi- 
tion to  the  irrigation  of  the  lands  in  the  upper  valley,  also  a  reservation  bo 
made  as  to  any  uses  for  municipal  purposes. 

Answer.  Yes,  sir. 
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Question.  And  you  want  that  to  go  in  the  record  as  part  of  your  statement? 

Answer.  I  thought,  Mr.  Secretary,  that  we  would  like  to  submit  a  brief 
after  this,  in  which  we  would  set  forth  that  feature;  and  I  have  figures  from 
Flathead  County  based  on  the  map  of  the  Geological  Sui*vey  that  show  just 
exactly  what  damage  will  be  done  to  county  property,  roads  and  bridges,  and 
schoolhouses   in  this  proposed  area.    We  want  to  submit  that. 

Question.  How  soon  can  you  have  that? 

Answer.  I  think  we  can  have  that  here  in  a  few  weeks. 

Question.  I  wouldn't  put  it  off  that  long. 

Answer.  Well,  we  will  get  it  here  as  soon  as  we  can.  If  it  is  too  late,  why, 
it  will  be  too  late. 

Question.  And  then  you  want  to  file  your  brief  the  same  as  these  attorneys? 

Answer.  Yes. 

Mr.  Ely.  A  summary  in  place  of  a  brief. 

Mr.  Dixon.  It  is  only  right. 

By  Mr.  Ely: 

Question.  Are  you  about  through,  Mr.  Jellison? 

Answer.  I  think  that  is — there  is  just  one  little  matter  that  I  have  drafted 
here  that  I  would  like  to  read  to  the  commission.  It  is  not  altogether  my 
own  production,  and,  while  I  am  not  much  of  a  plagarist,  I  generally  know  what 
I  am  talking  about. 

I  have  a  little  paper  that  I  have  prepared  here  that  I  would  like  to  read 
into  the  record. 

Gentlemen  of  the  commission,  I  have  in  mind  we  thought  that  you  ought  to 
have  something  of  the  other  side  of  this  picture  as  well  as  the  side  presented 
by  the  proponents  of  the  Flathead  power  project.  There  are  serious  objections 
that  must  be  met,  and  now  is  the  time  that  we  must  all  be  very  frank  in  the 
interest  of  all  concerned. 

The  proponents  of  the  Flathead  power  project  have  in  view  a  program  of 
enormous  proportions,  and  it  will  be  the  desire  of  the  people  everywhere  that 
the  highest  well-being  of  the  people  of  our  country  in  the  northwestern  part 
of  Montana  be  conserved  and  attained,  and  in  doing  so  rights  must  be  pro- 
tected to  the  extent  possible.    Those  rights  should  be  determined  in  advance. 

You  will  pardon  me  if  I  briefly  refer  to  some  of  the  events  that  have  trans- 
pired in  regard  to  this  great  development  of  power  on  Flathead  River.  Very 
soon  after  the  application  for  preliminary  permit  was  filed  with  the  Federal 
Power  Commission,  June  18,  1920,  the  people  of  Flathead  County,  of  which 
Kalispell  is  the  county  seat,  realized  that  the  project  area,  including  from 
thirty  to  forty  thousand  acres  of  our  agricultural  lands,  was  about  to  be  sub- 
merged. The  destruction  of  property  rights  brings  up  the  first  question  that  is 
involved :  Losses  on  account  of  the  fact  that  individual  property  of  Smith  and 
Jones  and  Black  will  be  inundated.  The  applicant  for  the  development  advises 
that  damages  will  be  paid  them  and  that  dikes  will  be  built  to  hold  back  the 
water  and  that  pumps  will  be  installed  to  pump  out  seepage  back  of  the  dikes. 
Settlement  should  be  made  that  would  compensate  the  individual,  but  that  could 
not  meet  the  question.  While  individual  owners  are  compensated  for  damages 
to  their  property,  you  have  kept  out  of  consideration  the  effect  on  the  county, 
from  whose  tax  rolls  you  have  stricken  valuable  assets.  We  are  giving  out 
this  development ;  we  ought  to  consider  the  effect  upon  the  county.  I  think  that 
is  about  all  that  I  have  to  say.    Time  is  going  along. 

Mr.  Dixon.  Do  you  want  to  testify,  Mr.  McCormack? 

Mr.  McCoRMACx.  I  should  say  I  do. 

Mr.  Dixon.  All  right. 

Mr.  Kelly.  I  would  like  to  ask  Mr.  Jellison 

Mr.  Dixon.  Excuse  me.    You  may  cross-examine. 

Do  you  want  to  ask  anything,  Mr.  Forbes? 

Mr.  Forbes.  No,  sir. 

Mr.  Dixon.  Mr.  Kelly. 

Mr.  Kelly.  Just  two  or  three  questions. 

Cross-examination  by  Mr.  Kelly: 
Question.  After  the  Rocky  Mountain  Power  Co.  filed  its  original  application, 
which  designated  the  outside  line  of  this  project  at  2,902.  hearings  were  had  at 
Poison  and  Kallsi)ell  in  connection  with  this  matter,  were  they  not,  and  nt  those 
hearings  It  was  explained  to  the  representatives  of  the  Federal  Power  Commis- 
sion by  the  representatives  of  the  Rocky  Mountain  Power  Co.  that  since  the 
Government  reserved  lands  about  the  lake  for  power  purposes  to  an  elevation 
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of  2,902,  and  that  since  the  Federal  Power  Commission  law  or  the  water  power 
law,  as  it  may  be  called,  required  the  complete  development  of  all  projects 
taken  under  that,  that  the  Rocky  Mountain  Power  Co.  officials  deemed  it  neces- 
sary that  they  should  apply  for  this  site  to  its  fullest  capacity  as  originally 
designed  by  the  Government?    That  is  true,  isn't  it,  Mr.  Jellison'i' 

Answer.  I  believe  you  said  that  at  that  hearing. 

Question.  And  we  further  said  that  we  appreciated  and  were  perfectly  willing 
that  the  Federal  Power  Commission,  after  surveys  and  investigations  were 
made,  might  tix  that  level  at  such  height  as  they  in  their  judgment  deemed  the 
proper  development  of  this  power  site?    That  was  true,  wasn't  it? 

Answer.  Well,  Mr.  Kelly,  what  you  said  is  in  the  records  here.  I  read  it  the 
other  day.    I  don't  want  to  say  here  what  you  said  that  day. 

Question,  But  I  meant,  you  understand,  that  the  Ro<'ky  Mountain  Power  Co. 
w^ere  not  making  any  demand  for  a  development  which  would  take  in  the 
Flathead  Valley,  as  you  have  outlined  it  on  your  exhibit  here. 

Answer.  No,  Mr.  Kelly ;  I  don't  understand  that.  I  understand,  though,  that 
at  various  times  you  were  approached  and  asked  to  amend  your  application  and 
asked  for  a  lower  level,  and  that  at  all  times,  particularly  you  said  to  me,  that 
that  vi'ould  endanger  your  priority  to  this  site. 

Qustion.  Didn't  I  also  say  that  that  was  a  matter  which  the  commission 
would  iinally  decide  and  that  we  appreciated  that  it  was  up  to  the  commission 
to  establish  the  elevation  to  which  they  would  require  this  project  to  be 
developed  by  yourselves  or  anybody  else? 

Answer.  Well,  I  don't  think  I  need  to  testify  to  what  you  said  that  day.  It 
is  in  the  records  here,  and  there  is  a  lot  in  that  record  that  the  people  in 
Flathead  County  said  that  day,  too. 

Question.  Well,  then,  to  make  it  brief,  Mr.  Jellison,  you  understood  w^hen 
you  introduced  this  map  to-day  that  the  Rocky  Mountain  Power  Co.  from  the 
beginning  made  no  contention  that  they  wanted  any  such  extensive  develop- 
ment?   You  knew  that  after  the  first  hearing? 

Answer.  No ;  I  didn't  know  that,  Mr.  Kelly. 

Question.  Very  well. 

Answer.  I  didn't  know  that. 

Mr.  McCoRMACK.  Mr.  Secretary,  the  application  was  filed  in  Flathead  County 
in  the  courthouse,  and  I  think  the  court  is  entitled  to  those  records  if  there  is 
any  question  about  that  point. 

By  Mr.  Kelly  : 

Question,  Now,  then,  with  reference  to  the  department — pardon  me. 

Answer,  Continuing  this  here  elevation  business,  Mr.  Kelly:  You  remember 
a  certain  hearing  we  had  up  there  in  Kalispell  on  December  15,  1927? 

Question.  Yes. 

Answer.  That  was  the  first  time  in  the  history  of  our  connection  with  the 
Rocky  Mountain  Power  Co.  that  2,893  was  mentioned.  That  is  the  first  time 
it  ever  was  mentioned.  We  always  spoke  to  you  and  different  representatives 
of  a  lower  level,  very  much  lower  than  2,902. 

Question.  December,  1927,  was  the  first  public  hearing  we  had  in  that  county 
on  this  matter  after  the  surveys  had  been  made. 

Answer.  December  15? 

Question.  Yes.     We  had  one  at  Poison  on  the  14th  and  Kalisi^ell  on  the  15th. 

Answer.  Was  thii.t  the  first  time  you  ever  had  a  hearing  out  there? 

Question,  No ;  I  say  after  the  surveys  were  made,  the  first  time  after  any 
lines  were  developed  by  actual  surveys. 

Answer.  You  remember  the  meeting  that  was  held  in  Kalispell  on  Decem- 
ber 22,  I  think — no;  in  1922,  December.     It  was  in  December,  1922. 

Question.  I  recall  the  meeting. 

Answer.  You  recall  the  hearing?  There  was  a  number  of  people  there,  was 
there  not? 

Question.  Yes;  quite  a  crowd. 

Answer.  Five  hundred? 

Question.  Well,  perhaps ;  that  would  be  a  guess  with  me. 

Answer.  The  sentiment  there  was  pretty  strong  against  elevation,  wasn't  it? 

Question.  Oh,  yes.  They  were  quite  frightened  at  this  2,902,  and  I  wouldn't 
blame  them,  either. 

Answer.  That  same  thing  has  existed  ever  since  that  day  until  the  day  you 
had  the  hearing,  when  you  came  down  off  of  that  elevation. 
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Question.  Yes.  I  think  it  was  unfortunate  tlmt  the  2,902  elevation  was 
established  in  the  first  application,  because  it  very  justly  frightened  your  people 
about  the  possibility  of  flooding. 

Answ^er.  It  sure  did.  You  and  all  our  good  friends  told  us  you  were  unduly 
alarmed ;  but  we  have  always  been  of  the  opinion  that  we  had  to  keep  con- 
tinually at  it,  and  that  is  all  we  have  ever  got  in  the  way  of  a  concesison,  is 
that  you  come  down  from  2,902  to  2,893. 

Question.  Now,  then,  with  reference  to  the  developments  on  Hungry  Horse 
and  other  water-storage  areas  somewhere  in  the  upper  country :  The  Flathead 
Valley  from  Kalispell  to  the  lake  is  quite  flat? 

Answer.  Yes;  it  is. 

Question.  The  river  meanders  and  is  sluggish  and  slow? 

Answer.  Yes,  sir. 

Question.  Not  having  very  much  fall? 

Answer.  Yes,  sir. 

Question.  All  water  that  would  be  stored  in  these  lakes  or  reservoirs  above 
Kalispell  on  any  of  the  branches  of  the  Flathead  River  to  be  useful  in  connection 
with  power  development  at  the  outlet  of  Flathead  Lake  would  have  to  be 
transported  through  that  valley  in  the  winter  months  from  late  fall  until  the 
rise  of  water  in  the  spring,  would  it  not? 

Answer.  I  think,  studying  your  plan  of  development,  Mr.  Kelly,  that  testi- 
mony has  been  offered  here  that  you  would  start  drawing  on  your  storage 
in  August. 

Question.  Depending  on  the  season  somewhat. 

Answer.  In  about  August  you  would  have  to  start  drawing  on  your  storage. 

Now,  I  am  afraid  you  are  going  to  get  me  into  some  engineering  here  that 
I  am  not  altogether  competent  on;  but  your  plant  uses  approximately  325.000 
acre-feet  in  a  month.     That  is  assuming  it  all  comes  from  storage. 

Question,  Wherever  it  comes  from,  that  is  the  capacity  of  your  pipes,  your 
penstocks,  I  believe  you  call  it. 

Answer.  Yes. 

Question.  Now,  then,  you  start  drawing  in  August.  Shall  we  put  it  the 
15th? 

Answer.  Well,  I  don't  know.    It  would  vary  with  the  seasons. 

Question.  Well,  we  will  split  the  month  in  two  and  call  it  August  15.  Now, 
then,  on  September  15  yon  could  draw  out  of  Hungry  Horse,  between  August 
15  and  September  15,  325,000  acre-feet.  What  would  you  do  with  the  natural 
flow  of  the  river  during  that  time  before  you  drew  it  all  out  of  storage? 

Answer.  Well,  40  per  cent  of  the  natural  flow  of  the  river  is  in  the  South 
Fork 

Question.  But  whether  yon  store  that  in  the  South  Fork  in  flood-water 
season  or  not 

Answer.  You  could  cut  that  off  about  200,000  acre-feet,  and  from  August 
through  September  and  October  and  November  you  could  draw  down  500,000 
or  600.000  acre-feet  very  readily:  and,  you  know,  there  is  no  very  great 
amount  of  ice  forms  in  Flathead  County,  do  you  not? 

Question.  No;  I  don't  know,  I  never  have  been  up  there  in  the  winter- 
time. 

Answer.  You  know  there  are  many  seasons  that  the  local  ice  companies 
can't  put  up  ice  because  the  ice  is  not  thick  enough?  Eight,  nine,  ten  inches 
of  ice  is  about  all  they  ever  get  to  put  up? 

Question.  Well,  do  you  ever  have  any  ice  gorging  on  the  Flathead  River? 

Answer.  Yes;  I  have  seen  a  little  ice  gorge  there  once  since  I  have  lived 
there. 

By  Mr.  McCormack  : 

Question.  How  1(  ng  was  that,  Mr.  Jellison,  you  lived  there? 

Answer.  I  lived  there  29  years:  and  one  year,  in  about  1904  or  1905,  there 
was  a  little  ice  gorge  in  the  river  east  of  my  place  and  backed  the  water  up  into 
a  slough  on  my  place  and  floated  some  logs  that  I  had  put  in  for  the  Somers 
Lumber  Co.,  and  the  logs  got  down  In  that  ice  so  they  could  not  be  scaled. 
That  is  the  only  time  I  remember  of  any  backwater. 

By  Mr.  Kelly: 
Question.  How  much  of  an  ice  gorge  do  you  think  you  would   have  if  you 
had  four  times  as  much  water  in  the  river? 

Answer.  Probably  you  wouldn't  have  any  at  all.  It  would  probably  never 
freeze  over.  It  is  only  on  the  spots  that  the  river  is  very  low  that  any  ice 
forms.    Around  east  of  my  place  the  river  is  open  the  year  round. 
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Question.  In  other  words,  you  do  not  anticipate  that  there  will  be  any  trouble 
with  ice  in  transporting  this  water  through  this  river  in  the  wintertime? 

Answer.  I  certainly  do  not.  Not,  anyway,  the  ordinary  year;  no.  I  can't 
see  a  bit  of  trouble. 

Question.  Now,  then,  the  bench  mark  was  2,963  feet,  you  say? 

Answer.  I  believe  that  is  it. 

Question.  And  you  believe  that  the  water  level  in  the  river  would  be  about 
25  feet  below  that  bench  mark? 

Answer.  I  think  so. 

Question.  That  is  your  judgment,  that  that  would  leave  the  river  level 
2,938  feet  high,  normal  water.  Now,  then,  do  you  think  that  the  maintenance 
of  this  lake  at  2,893  would  push  this  water  back  on  your  ranch  2,938,  or  45 
feet  above  the  lake  level? 

Answer.  No. 

Question.  That  wouldn't  have  anything  to  do  with  this  elevation  at  all? 

Answer.  No.  Not  only  below  my  place  for  quite  a  ways,  but  at  my  place  I 
have  found  in  high-water  time  when  the  lake  is  full  that  there  is  not  so  much 
current  in  the  river  up  there  as  there  is  when  the  lake  is  low  and  the  spring 
water  first  starts.  There  is  very  much  more  current.  It  is  more  like  rapids 
out  in  front  of  my  place  when  the  high  water  first  starts  than  it  is  during  the 
high  water  lake  period. 

Question.  Mr.  Jellison,  referring  to  the  Flathead  River  as  it  flows  into  the 
lake  from  Kalispell ;  it  doesn't  show  very  well  on  this  map 

Mr.  Henshaw.  Why  not  refer  to  this  map? 

The  Witness.  Here  it  is  right  here. 

By  Mr.  Kelly: 

Question.  Through  this  area  from  Kalispell  down  to  the  lake  it  is  very  flat 
and  quite  a  meandering  stream,  isn't  it? 

Answer.  Very. 

Question.  Very  little  fall? 

Answer.  I  have  heard  it  said  that  it  is  16  miles  from  Demarsville  to  the  lake 
by  way  of  the  river. 

Question.  And  in  a  straight  line  or  at  right  angles  it  would  be  8  miles?  In 
other  words,  it  is  about  twice  as  far;  a  meandering  line  makes  the  river  twice 
as  long? 

Mr.  McCoBMACK.  Three  times. 

Mr.  Kexly.  It  is  three  times  as  far  around  the  river  as  it  is  across  country? 

Mr.  McCoRMACK.  It  is  7  miles  from  Somers  to  Demarsville. 

By  Mr.  Kelly: 

Question.  Referring  to  these  floods  that  you  had  in  the  Flathead  Valley  when 
the  lake  was  high  in  the  spring,  do  you  think  that  water  was  backed  up  from 
the  lake  or  it  was  the  inability  of  the  river  channel  to  take  the  flood  waters 
down  to  the  lake  that  caused  those  floods? 

Answer.  If  the  lake  was  empty,  the  water  would  go  right  along. 

Question.  So  you  think  if  there  was  no  water  in  the  Gulf  of  Mexico  there 
would  be  no  Mississippi  River  floods? 

Answer.  No;  I  didn't  say  that.  We  have  got  quite  a  different  condition  out 
there  from  down  in  the  Mississippi.  I  have  never  been  there.  I  have  read  a 
little  about  it. 

Question.  As  a  matter  of  fact,  the  troubles  that  you  have  had  with  flood 
waters  when  the  lake  was  high 

Answer.  We  haven't  had  an  awful  lot  of  flood  troubles  out  there.  It  only 
lasts  two  or  three  days  and  it  is  all  gone. 

Question.  Does  it  come  from  above  and  run  out  over  the  banks  of  the  river, 
or  does  it  back  up  from  the  lake  onto  your  lands?    That  is  the  thought  I  have. 

Answer.  Both  ways. 

Question.  Now,  then,  just  northeast  of  Somers  there  is  some  land  there  that 
is  in  alalfa,  2,873  feet,  4  feet  below  the  low-water  mark  of  the  lake,  that  is 
being  farmed? 

Mr.  McCoEMACK.  The  Bank  of  Commerce  land,  I  think. 

Answer.  Jim  McPeters  has  a  farm  adjoining  the  town  site  of  Somers. 

Mr.  McCoRMACK.  That  isn't  it. 

The  Witness.  And  there  is  a  very  low,  deep  place  on  his  farm,  but  it  is  not 
in  alfalfa ;  it  is  in  water. 
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By  Mr.  Kelly  : 

Question.  FaTrn? 

Answer,  No. 

Mr.  Kelly.  Can  you  tell  me  where  that  is,  Mr.  Jellison?  Can  you  locate  this 
area  in  here,  in  18  and  13,  northeast  of  Somrers? 

Mr.  McCoRMACK.  We  owned  it  and  transferred  it  to  the  Bank  of  Commerce, 
who  held  the  second  mortgage.    That  is  known  as  the  Frank  Water  place. 

Mr.  Kelly.  Mr.  McCormack  advises  us  that  it  was  the  Frank  Water  place 
that  I  am  referring  to. 

Mr.  McCoRMACK.  There  are  five  lakes  in  the  middle  of  it  on  the  west  side. 

Mr.  Kelly.  I  am  talking  about  land  that  is  actually  in  cultivation. 

Mt.  McCormack.  I  am  talking  about  that  also.  It  is  farmed  right  up  to  those 
five  little  lakes.  They  are  back  of  the  buildings.  They  rise  and  fall  with  the 
river  or  lake.    The  land  is  farmed  right  up  to  the  edge  of  it. 

The  Witness.  This  is  a  map  that  the  names  have  been  written  in  of  the 
owners  of  the  land. 

By  Mr.  Kelly: 

Question.  Can  you  tell  me  the  contour  elevations  of  lands  in  these  lower  areas 
here  matked  "  Bank  of  Conmierce  "  V 

Answer.  Well,  perhaps  some  one  has  got  a  little  better  eye  than  I  have. 

Mr.  Ketxy.  Mr.  Henshaw,  can  you  tell  us? 

Mr.  Henshaw.  The  lowest  contour  is  marked  2,878,  which  incloses  an  area 
indicated  as  swampy. 

By  Mr.  Kelly  : 

Question.  I  will  ask  you  whether  or  not  the  land  down  to  the  edge  of  these 
swamps  or  lakes  and  as  low  as  2,878  is  not  being  farmed  ? 

Atiswer.  Yes  ;  I  think  they  are. 

Question.  And  that  is  4  feet  below  2,882,  the  low-water  mark  of  the  lake? 

Answer.  What  is  the  elevation?     Seventy-eight? 

Question.  Two  thousand  eight  hundred  and  seventy-eight. 

Answer.  In  that  pot  hole? 

Question.  No;  the  edge  of  the  town  to  the  edge  of  the  farm  there.  And 
that  is  being  farmed  between  2,878  and  2,882? 

Answer.  Well,  if  you  know  that,  you  can  swear  to  it.     I  don't  know. 

Question.  I  was  just  asking  you  if  you  knew. 

Answer.  No ;  I  don't  know  that.  That  is  pretty  close  to  whete  McCormack 
lives. 

Question.  In  your  investigations  as  to  the  possible  effect  of  this  water  seeping 
,back  from  that  lake  into  these  lands  in  the  Flathead  Valley,  you  didn't  deter- 
mine as  a  matter  of  fact  lands  were  being  successfully  farmed  in  the  Flathead 
Valley  that  were  below  the  low-water  mark  of  the  Flathead  Lake? 

Answer.  No ;  and  I  don't  think  anybody  else  has  determined  that. 

Question.  Just  one  other 

Answer.  The  Geological  Survey  had  not  finished  their  report  on  this  thing. 

Question.  Just  one  other  thing,  Mr.  Jellison.  You  suggested  that  you  wanted 
to  furnish  some  additional  exhibits  or  an  additional  exhibit  here. 

Answer.  No;  no  additional  exhibitis,  only  a  statement,  perhaps,  from  the 
county  as  to  the  amount  of  damages  that  will  be  done  to  county  property.  We 
will  send  you  a  copy  of  it. 

Question.  That  is  what  I  want  to  suggest,  if  you  will  do  that. 

Answer.  I  will  be  very  glad  to. 

Mr.  Kelly.  That  is  all. 

Mr.  McCormack.  Anything  further.  Mr.  Jellison? 

The  Witness.  I  don't  think  I  am  allowed  to  take  any  more  time. 

By  Mr.  Jones  : 
Question.  Mr.  Jellison.  how  far  do  you  live  above  Flathead  Lake? 

Answer.  I  think  it  is  about 

Mr.  McCormack.  It  is  12  miles  from  Kalispell.     You  can  figure  from  that. 
The  Witness.  About  10.     Probably  if  I  went  down  by  the  river,  Mr.  Jones, 
It  would  be  in  the  neighborhood  of  30  miles;  28  to  30  miles. 

By  Mr.  Jones: 
Question.  Ik  very  much  of  this  land  that  would  be  affected  more  tliah  4  or  5 
miles  above  the  lake? 
Answer.  No. 
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Question.  Most  of  it  is  right  around  tlie  lake.  What  I  had  to  say  was,  it 
would  be  onlj'  the  land  that  would  be  4  or  5  miles  up  the  river. 

Mr.  McCoEMACK.  Excuse  me  for  interrupting.  What  do  you  have  reference 
to?     A  damage  of  the  2,893  contour? 

Mr.  Jones.  No ;  the  backwater  effect  of  the  lake.  If  the  lands  that  are  more 
than  4  or  5  miles  above  the  lake  are  not  very  large  in  area,  that  question  is 
not  worth  bringing  up  now. 

The  Witness.  Mr.  Jones,  I  want  to  say  that  in  low  water  the  elevation  at 
the  lake  is  just  exactly  the  same  as  the  elevation  at  Demarsville,  7  miles  or 
more  from  the  lake,  just  exactly  the  same  elevation.  It  is  a  very  flat,  low 
area  all  over  the  lower  valley. 

Mr.  Jones.  Maybe  I  had  better  explain  what  I  was  going  to  bring  out.  When 
the  elevation  of  the  lake  is  92.3  and  the  discharge  is  55,000  second-feet,  in  June, 
you  have  to  have  cross  sectional  area  in  the  stream  to  carry  that  55,000  second- 
feet.  In  other  words,  the  water  surface  would  be  considerably  higher  than 
it  would  be  in  September,  when  there  is  only  10,000  second-feet,  even  though  the 
lake  were  at  the  same  elevation ;  but  that  only  applies  to  a  few  of  the  lands 
as  I  understand  it. 

Mr.  Henshaw.  May  I  just  offer  the  statement  to  clarify  some  of  these  ques- 
tions? I  think  Mr.  Jellison  spoke  about  the  fact  that  there  would  be  stored 
in  the  lake  only  about  something  over  a  million  acre-feet  out  of  over  8,000,000 
average  run-off.  It  seems  to  me  that  that  might  not  constitute  an  adequate 
and  complete  utilization  of  the  water  resources.  Aside  from  the  fact  that  it 
probably  is  all  that  the  country  can  absorb  at  this  time  in  the  way  of  power 
development,  it  does  no  this :  It  gives  us  an  opportunity  to  work  out  this  flood 
situation  very  much  more  easily  than  if  there  were  a  larger  amount  of  storage 
contemplated,  in  this  way :  It  will  always  be  possible  and  feasible  to  draw  that 
lake  down  to  low  water  during  the  winter  with  the  assurance  that  it  is  going 
to  fill  during  the  following  spring  high-water  period. 

I  have  stated  that  taking  into  account  all  the  years  of  record ;  I  have  esti- 
mated f^lear  back  to  1903,  using  the  records  on  the  Clark  Fork  below  Lake 
Pend  Oreille  and  the  ratio  determined  between  the  two  situations ;  and  in 
all  that  time  there  wasn't  a  single  year  that  Flathead  Lake  would  have  failed 
to  fill  with  a  storage  capacity  of  1.600,000  acre-feet,  which  is  more  than  the 
company  now  figures  on.  That  means  that  the  company  can,  and  it  is  con- 
ceivable that  we  may  wish  to  reach  the  conclusion  that  they  will  draw  that 
water  down  to  approximately  low  level  every  year  irrespective  of  whether  it 
is  necessary  to  do  so  strictly  fr<mi  the  standpoint  of  Montana  of  5,400  or  6,200 
second-feet,  or  whatever  may  be  licensed  to  use  for  power  purposes. 

Now,  if  that  is  done,  and  to  the  extent  that  is  done,  the  floods  which  come 
down  the  upper  valley  are  going  to  come  down — the  first  flood  is  going  to 
come  down  and  hit  a  low  lake,  as  they  always  have  in  the  past,  and  the  floods 
above  the  point  to  which  the  lake  will  be  raised — that  is,  the  floods  in  the 
portion  of  the  valley  above  Kalispell — are  not  going  to  be  affected.  The  early 
part  of  the  flood  will  come  down  and  go  into  the  lake  just  the  way  it  always 
has.  It  is  conceivable,  as  I  previously  suggested,  that  we  can  require  the 
company  to  do  some  dredging  in  the  Flathead  River  immediately  below  Pol- 
son,  which  will  ameliorate  the  flood  conditions  in  the  upper  valley  above  the 
lake,  and  that  you  really  will  not  get  as  much  flood  or  as  high  flood  during 
May  and  June  in  the  future  as  you  have  in  the  past.  That  leaves  the  problem 
rather  limited  down  to  the  extent  to  which  the  holding  of  the  lake  at  2,893 
instead  of  allowing  it  to  fill  naturally  is  going  to  sink  these  lines.  That  is 
a  serious  problem,  to  which  we  have  given  and  are  giving  very  serious  con- 
sideration; but  the  other  matter,  I  think,  can  be  worked  out.  Just  how,  we 
are  not  yet  prepared  to  state. 

Mr.  Jellison.  Might  I  ask  Mr.  Henshaw  if  the  storage  between  2,880  and 
2,891  would  be  very  much  different  from  the  storage  between  2,883  and  2,893? 
Would  there  be  very  much  difference? 

Mr.  Henshaw.  No  ;  there  would  be  very  little  difference. 

Mr.  Jellison.  If  drawing  down  the  lake  a  couple  of  feet  isn't  going  to  hurt 
anybody,  let's  draw  it  down  a  couple  of  feet. 

Mr.  Henshaw.  You  argue  that  out  with  Jimmie  Harbert. 

Mr.  Jellison.  Draw  the  elevation  of  the  high  water  dow^n  a  couple  of  feet 
and  let  us  get  started  off.  and  if  the  lake  will  stand  2,896  after  a  few  years' 
development,  put  it  in.  Let  us  try  it  out.  Nobody  seems  to  know  just  exactly 
what  is  going  to  happen,  and  let  us  start  in  on  a  low  level  and  not  drown  out 
the  people  in  Flathead  County.    That  is  our  contention. 
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Mr.  Henshaw.  Would  Fhitliead  County  be  satisfied  with  a  high-water  hike 
level  of  2,891,  as  you  suggested? 

Mr.  Jellison.  They  would  not  holler  so  much  as  they  do  at  93.     [Laughter.] 

Mr.  Henshaw.  I  think  that  is  about  as  far  as  you  will  commit  yourself. 

Mr.  Grorud.  1  suggest  2,902. 

Mr.  Jellison.  There  was  a  man  suggested  that  ytsterday. 

(Witness  excused.) 

Whereupon — 

W.  S.  McCoRMACK  was  called  as  a  witness  on  behalf  of  Flathead  County  and, 
being  duly  sworn,  was  examined  and  testified  as  follows : 

Mr.  Dixox.  Do  you  want  the  help  of  your  colleague  in  examining  you? 

The  Witness.  I  want  him  to  sit  around  there  a  moment.  All  he  has  got 
to  do  is  get  me  started.     [Laughter.] 

Mr.  Dixon.  You  want  Mr.  Jellison  to  crank  the  machine? 

The  Witness.  He  doesn't  even  have  to  do  that.     It  has  got  a  self-storter. 

Direct  examination  by  Mr.  Jellison  : 

Question.  Your  initials  are  what,  Mr.  McCormack? 

Answer.  W.  S. 

Question.  Where  do  you  live? 

Answer.  Flathead  County,  Mont. 

Question.  How  long  have  you  lived  there? 

Answer.  This  is  the  twenty-third  year. 

Question.  You  are  familiar  with  this  matter  under  discussion? 

Answer.  Very  much  so. 

Question.  You  will  make  a  statement  to  the  commission? 

Answer.  I  will.  I  want  to  correct  an  idea  that  has  been  mentioned  very 
often  and  seems  to  have  a  considerable  part  in  this  hearing.  I  want  to  state 
that  the  elevation  of  the  lake  when  it  is  kept  at  93,  rather  than  give  any 
figure  near  2,893,  is  often  accompanied  by  a  falling  river ;  and  the  supply 
of  water  that  keeps  the  lake  at  93  is  from  the  water  receding  from  the  lands 
into  the  river,  keeping  up  the  supply,  instead  of  the  upper  waters.  The  period 
that  this  elevation  of  2,893  is  in  the  lake  does  not  reflect  the  time  that  the  water 
is  over  the  lands  at  the  present  time — at  all  times.  We  don't  have  any  more 
than  one  rise  of  the  water,  and  the  first  cool  night  that  comes  the  lake  empties 
enough  so  there  is  storage  room,  because  the  river  diminishes  in  height. 

I  want  to  state  also  that  there  never  was  any  high  water  to  damage  any- 
thing in  the  line  of  crops  unless  the  lake  was  full ;  that  the  elevation  of  2,893 
is  not  the  measure  of  the  damages  that  are  done  in  the  Flathead  Valley  or 
likely  to  be  done;  that  the  greater  danger  to  the  valley  arises  from  the  fact 
that  the  water  will  be  held  up  there  in  the  lake  a  much  longer  period  than 
it  does  under  natural  causes ;  the  lake  not  being  able  to  hold  the  flood  waters 
that  come  down  by  reason  of  the  outlet  not  taking  care  of  the  inflow,  ail  water 
coming  down  has  to  go  somewhere,  and  it  breaks  over  the  banks  in  the  low 
places  where  the  old  sloughs  are,  some  of  them  now  shut  off  by  dikes,  and 
where  the  creeks  are,  and  the  elevation  of  2,893  continued  for  a  long  period  of 
time  will  hold  the  water  up  there,  and  it  naturally  will  flood  much  land  that 
is  not  flooded  now  by  reason  of  being  held  over  such  a  long  period;  that  not 
over  one-fourth  of  the  lands  put  into  crop  in  a  high-water  year  are  destroyed, 
and  much  of  this  land  is  seeded  immediately. 

It  gets  dry  enough  after  the  water  goes  down,  and  raises  generally  barley 
or  hay  and  raises  a  large  crop.  The  exceptions  to  this  are  some  of  the  lands 
down  below  Coles  Ferry  and  along  the  lake  lands  that  will  be  flooded  now, 
which  lands  are  usually  fallowed  as  soon  as  it  gets  dry  enough  to  seed  into 
crop  the  next  year  if  there  is  no  high  water. 

That  on  the  property  adjoining  Somers  the  farm  of  Mr.  Van  Renson  contains 
large  acreage.  After  the  lake  goes  down  he  cuts  hay  and  he  uses  some  400 
acres  for  pasture.    AH  water  recedes  from  the  lake  quite  quickly. 

That  every  time  we  have  any  high  water  in  these  elevations  put  down  here 
on  this  map  the  flood  extends  beyond  Kalispell  to  the  road  and  the  steel  bridi^o 
which  goes  across  the  river  and  leads  to  the  side  of  the  valley.  The  roads  are 
covered  with  water  from  approximately  80  rods  to  half  a  mile,  usually  in  two 
places.  This  occurs  every  year,  and  flio  point  that  it  reaches  is  usually  2  foot 
or  more. 

By  Mr.  Dixon: 
Question.  You  mean  the  road? 
Answer.  Twelve  miles  above  the  lake. 
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Question.  Is  covered  evei-y  year,  you  say? 

Answer.  Every  year  of  those  high-water  elevations. 

Question.  You  said  every  year? 

Answer.  Of  those  high-water  elevations.  And  .  that  the  road  between  my 
place  and  Somers,  it  also  does  that  regardless  of  93.  That  it  shuts  ofe  Patrick 
Creek  from  flowing  in  the  river,  backs  it  up,  and  closes  this  road.  This  eleva- 
tion is  above  93,  and  every  year  I  have  more  or  less  experience  from  going 
through  with  the  car.  I  generally  manage  to  get  through,  but  sometimes  it 
kills  the  engine  by  the  fan  belt  throwing  water  over  the  spark  plugs. 

Question.  I  thought  a  Lincoln  car  had  a  higher  clearance  that  that. 

Answer.  Yes.  You  must  remember  that  the  man  that  makes  the  Lincoln  also 
makes  another  one.     [Laughter.] 

Question.  Model  T? 

Answer.  Model  T.  The  question  should  be  given  consideration  that  the  flood 
waters  that  do  not  back  up  the  river,  it  is  impossible  for  them  to  go  Into  the 
river  by  reason  of  the  high  elevation  of  the  river. 

By  Mr.  Ely: 

Question.  The  high  elevation  of  the  lake? 

Answer.  The  high  elevation  of  the  lake.  Thank  you.  And  that  this  extends 
some  distance  above  Kalispell,  possibly  for  15  miles  above  the  lake. 

Now,  then,  you  say  that  this  is  due  to  the  river  and  not  to  the 
backing  up  of  the  lake.  I  do  not  see  how  they  can  be  separated.  If  the  lake 
will  tnke  care  of  the  water,  the  river  never  overflows  except  in  a  few  of  the 
lower  sloughs  adjoining  the  river  where  there  is  no  dike.  It  never  does.  No 
one  ever  saw  flooded  lands  except  on  these  sloughs  except  at  periods  when  the 
lake  was  full ;  and  the  water  recedes  from  the  lands  very  rapidly  many  years, 
particularly  when  it  becomes  28  level — 2,890  and  92  or  3  it  recedes  very  rapidly. 
You  will  not  be  able  to  cross  one  day,  and  possibly  the  next  morning  yon  will 
be  able  to  cross  the  grades  of  the  overflow  miles  from  the  lake.  It  recedes  very 
rapidly  because  the  first  cool  night  that  comes  up  in  the  mountains,  it  stops  the 
amount  of  water  coming  down  the  river  and  it  shows  up  the  next  evening.  In 
the  meantime,  then,  the  lake  may  fill  some,  taking  care  of  more  storage,  and 
the  high  water  is  over  the  first  time  that  happens,  as  will  be  seen  by  the  map 
there.    There  is  the  one  that  has  two  high-water  elevations  over  93  [indicating]. 

The  question  I  paid  particular  attention  to  is  the  matter  of  seepage.  I  am 
the  director  and  vice  president  of  the  Federal  Land  Bank  of  Spokane  and  the 
president  of  the  Kalispell  Federal  Farm  Loan  Association,  which  is  a  stock- 
holder in  the  Federal  Land  Bank  of  Spokane.  We  have  39,000  farm  loans  in 
the  States  of  Washington,  Oregon,  Idaho,  and  Montana.  The  Kalispell  Federal 
Farm  Loan  Association  has  made  loans  on  about  350  farms  in  the  Flathead 
Valley,  and  I  have  appraised  over  400,  some  loans  being  rejected.  I  think  I 
can  safely  say  that  I  know  the  land  in  the  Flathead  Valley,  piece  by  piece;  that 
there  is  no  land  in  the  Flathead  Valley  inside  of  the  valley  proper  that  I 
could  not  appraise  from  my  own  house  except  as  to  the  value  of  buildings.  I 
know  it  is  subsoil.  I  know  it  is  soil — because  loaning  money,  loaning  $1,250,000 
in  12  years  brings  knowledge  of  rainfall,  seepage,  irrigation,  and  all  of  those 
matters.  There  is  a  great  variation  of  soil  in  the  Flathead  Valley,  and  this  is 
why  the  tests  of  the  wells  showed  different  elevations  in  regard  to  the  lake. 

When  they  were  surveying  my  place  there  was  an  old  river  bed  running 
through  it,  which  is  grass  grown,  and  it  also  runs  across  two  other  neighbors, 
one  on  each  side  of  me.  The  surveyor  told  me  that  the  bottom  of  my  slough 
was  2,893.    It  does  not  appear  on  the  map  of  the  project. 

The  reason  the  lowlands  do  not  flood  that  are  below  the  elevation  of  93  or 
the  elevation  of  the  lake  at  low  water  is  the  simple  fact  that  there  is  high 
land  on  each  side  and  around  it,  and  when  this  barrier  goes  they  will  be 
flooded  to  the  height  to  make  them  level  with  the  elevation  in  the  lake.  There 
is  much  local  knowledge  in  regard  to  the  river,  the  effect  of  its  rises,  that  does 
not  appear  in  any  Government  report.  There  is  much  that  is  local.  Did  we 
have  the  money  we  would  have  brought  a  lot  of  witnesses  in  regard  to  the 
phases  of  the  river  and  the  damage  that  it  does,  but  we  were  not  able  to 
do  this. 

The  seepage  in  these  wells — for  instance,  I  spoke  of  the  slough  on  my  place 
which  the  engineer  said  was  2,893.  About  20  rods  from  there  and  at  a  slightly 
higher  elevation,  a  higher  elevation,  that  is,  on  the  slope  from  the  edge  of  this 
slough,  is  the  sandy  subsoil  and  the  slough  was  clay.  I  can  get  water  there 
any  time.  I  did  this  fall,  and  we  had,  I  think,  about  1  inch  of  rain  or  less  this 
summer,  showing  that  this  water  comes  from  above  and  is  the  natural  ground 
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water.     It  is  hard  clay  topsoil  and  a  sandy  subsoil  under  it,  and  this  water 
may  be  found  in  different  places  where  there  are  no  wells. 

We  took  the  report  of  the  Geological  Survey  on  the  height  of  the  water  in 
test  wells  as  far  as  they  were  completed.  We  picked  out  at  random  a  line 
of  wells  from  the  river  west  along  the  shore  of  the  lake  and  then  took  a  line 
of  wells  2%  or  3  miles  north,  going  along  the  river  where  it  turns  eastward ; 
and  ihere  are  many  of  thosa  wells,  the  well  tests  show  a  higher  elevation  than 
in  the  lake.  This  was  called  ground  water.  We  claim  that  the  water  test 
in  the  well  at  any  given  point — that  the  soil  outside,  away  from  the  radius 
of  that  well  which  drains  its  immediate  vicinity,  may  be  saturated  so  as  to 
become  ixartly  worthless  or  worthless  for  farm  purposes.  The  capacity  of  the 
soil  to  absorb  water  depends  on  its  humus  content,  and  the  point  of  saturation 
runs  from  12  to  16  per  cent,  which  is  all  the  water  that  the  soil  would — rather, 
the  balance  becoming  loose  water,  and  that  by  reason  of  the  capillarity  of  trac- 
tion, water  at  3  feet,  ground  water  at  3  feet  in  the  soil  will  rise  until  the  land 
becomes  grown  over  with  sedges  and  water  grasses.  That  3  feet  water  table 
is  entirely  too  close  for  profitable  agriculture ;  and  that  there  are  many  places 
in  addition  to  those  made  on  tlie  map  covering  the  lower  valley  that  will  be 
ruined  by  reason  of  the  contour  being  not  above  96  or  97. 

By  Mr.  Ely: 

Question.  Mr.  McMormack,  is  that  water  table  of  3  feet  a  very  widespread 
condition  in  the  valley? 

Answer.  The  land  in  the  lower  valley  is,  we  call  it,  level  land.  It  is  built 
in  waves  running  from  the  northwest  to  the  northeast,  and  it  makes  swells  in 
the  land. 

Question.  What  is  the  elevation  of  this  area  that  has  the  3  feet  table? 

Answer.  Any  place  where  it  comes  to  96. 

Question.  Ninety-six  or  more. 

Answer.  You  are  asking  for  93  level,  and  if  you  had  a  93  level  continued  for 
a  long  period  it  will  rise  and  spoil  the  land  for  agriculture  to  96,  the  water 
table  being  close  to  93. 

Question.  At  the  present  time,  before  the  dam  is  built,  are  there  many  places 
where  this  water  table  is  3  feet  surface? 

Answer.  No;  I  don't  think  so.  The  water  does  not  stay  up  long  enough  so 
you  have  seepage. 

Question.  Is  tliis  just  one  local  area  you  have  been  describing? 

Answer.  Oh,  no ;  it  covers  what  we  call  the  lower  valley.  The  lower  valley 
is  in  excess  of 

Question.  This  area  you  have  been  describing  where  the  water  grass  would 
grow  with  a  3  feet  water  table  is  just  one  local  little  area? 

Answer.  It  covers  what  we  call  the  lower  valley,  which  is  7  or  8  miles  long 
north  and  south  and  the  same  distance,  counting  one  side  of  the  river  only,  east 
and  west. 

Question.  Is  that  water  table  that  close  to  the  surface  throughout  the  year? 

Answer.  No;  it  is  not.  The  water  table  will  b^,  but  those  elevations  when 
you  hold  the  water  at  93  for  a  long  period  of  time — that  is  the  point  I  am  trying 
to  make — there  are  places  in  this  area  where  thete  are  quite  large  bodies  of 
water;  one  is  pretty  near  a  section  in  here,  and  there  are  other  small  lakes  a 
quarter  of  a  mile  or  a  quarter  of  an  acre,  and  so  on.  There  are  three  large  lakes 
in  this  lower  valley  which  have  a  connection  with  the  river ;  three  of  them. 

The  question  lias  been  raised  that  it  could  be  diked.  I  have  had  some  ex- 
perience in  diking.  The  first  year  I  lived  in  the  lower  valley  I  was  called  out 
at  5  o'clock  in  the  morning  because  the  water  was  ovei*  a  dike,  and  three  or 
four  different  times  I  have  worked  a  day  or  so,  two  days  or  three  days,  building 
dikes  or  strengthening  them,  putting  dirt  on  top  of  them  to  allow  for  the  set- 
tlement of  thenr,  and  I  know  something  about  dikes.  After  the  water  is  up 
to  neaTly  the  top  of  a  dike  and  remains  three  or  four  days  the  dikes  are  so 
soaked  up  with  that  soil,  saturated  with  water,  that  I  jumped  off  of  the  top 
of  one  of  those  dikes  one  time  and  went  in  up  to  my  waist  in  what  was  just 
like  a  mortar  bed.  Anyone  acquainted  with  the  building  up  of  a  delta  where 
lakes  empty  into,  or  rivers  empty  into  the  lakes,  is  aware  of  the  fact  that  the 
larger  particles  of  soil  are  dropped  at  the  upper  end  in  the  form  of  rocks  and 
gravel ;  that  a  litth?  further  down  sand  bars  form ;  the  water  slowing  up  as  it 
gets  down  to  the  lower  end,  carries  only  the  finer  particles,  which  are  deposited 
along  the  edge  of  the  lake  where  the  waters  of  the  lake  meet  the  river  and 
slow  them  up.    And  of  this  kind  of  soil  called  "  silt  "  Is  the  lower  valley  formed. 
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When  put  into  water  it  melts  like  sugar,  and  there  is  hardly  clay  enough  in  it 
to  fornir  a  dike  that  will  not  saturate  if  used  longer  than  a  very  short  period 
;is  now  under  natural  conditions. 

We  have,  as  I  stated,  about  350  farm  loans  in  the  Flathead  Valley  and  the 
small  lateral  valleys  adjoining  it.  We  have  a  prosperous  community.  Our 
losses  from  farm  loans  are  smaller  than  in  any  section  in  Montana  that  I 
know.  We  have  probably  about  a  dozen — between  10  and  20  farms  in  this  area 
that  will  be  damaged  if  the  water  is  held  for  a  long  period  at  2,893.  We  have 
loans  on  land  east  of  Kalispell  along  the  little  river  bottoms  that  are  covered 
by  water  now  in  every  period  of  high  water,  and  the  effect  of  raising  and 
holding  the  water  to  93  will  be  to  flood  more  of  those  lands  at  a  much  higher 
elevation  than  93  by  reason  of  the  water  being  held  as  I  have  stated. 

That  the  maps,  as  far  as  I  have  seen  them,  of  the  proposed  project  and  the 
lands  that  will  be  damaged  do  not  show  over  one-third  gf  the  land  now  being 
flooded  in  a  natural  state. 

I  have  had  nmch  experience  with  seepage  in  lands.  I  have  the  records  of 
121  irrigation  and  drainage  districts  that  I  am  working  on.  Every  month  for 
the  past  six  years  I  have  put  in  much  time  on  those  irrigation  districts,  both 
private  and  under  the  reclamation  act,  that  are  seeped.  It  is  one  of  the  bank's 
major  problems.  I  am  aware  that  the  period  of  seepage  possibly  commences 
about  5  years  after  an  irrigation  system  is  built  and  continues  from  10  to  20 
years,  and  30  years  in  some  cases,  before  the  maximum  is  reached. 

Mr.  Dixon.  You  are  speaking  now  of  irrigation  seepage? 

Answer.  Yes ;  water  seepage.  And  I  will  further  state  that  holding  the  river 
up  for  any  period  of  time  at  the  elevation  longer  than  it  stays  up  now  will  seep 
the  upper  lands  as  well  as  the  lower,  the  high-water  elevation  in  the  river 
having  the  same  effect  as  a  ditch  being  constructed  for  irrigation. 

By  Mr.  Jeluson  : 

Question.  Mr.  McCormack,  I  would  like  to  ask  you  if  any  of  the  farmers  along 
the  shore  of  the  lake  have  signified  their  desire  to  not  have  these  lands  flooded? 

Answer.  Mr.  Secretary,  the  evening  before  we  left  a  man  who  lives  on  there  on 
one  of  the  farms  covered  by  the  project,  as  shown  by  the  map,  came  and  gave  me 
a  petition  that  was  signed  by  a  lot  of  his  neighbors  protesting  against  this 
proposed  elevation.  This  was  unsolicited.  We  made  no  attempt  whatever  to 
circulate  a  petition  as  a  remonstrance.  He  got  this  from  his  immediate  neigh- 
bors.   We  have  it  here  if  anyone  wishes  to  see  it. 

Question.  I  think  you  had  better  introduce  that  petition.     You  have  it? 

Answer.  I  will  get  it  later. 

Question.  I  would  like  to  ask  you,  Mr.  McCormack,  if  this  matter  was  put 
to  a  vote  in  Flathead  County,  what  is  your  judgment  about  how  the  vote  would 
stand? 

Answer.  It  would  be  a  pretty  one-sided  affair.  If  you  could  get  over  three  or 
four,  I  don't  know  w^ho  they  would  be,  unless  it  might  be  the  secretary  and  the 
vice  president  of  the  chamber  of  commerce  and  one  or  two  others. 

Question.  Who  is  the  vice  president  of  the  Chamber  of  Commerce  in 
Kalispell? 

Answer.  Mr.  Carl  Hummer. 

Question.  How  long  have  you  known  him? 

Answer.  Since  he  has  been  in  business  there. 

Question.  What  business  is  he  in? 

Answer.  He  runs  a  store — ladies'  clothing,  furnishings. 

Question.  Is  Mr.  Carl  Hummer  a  landowner  in  Kalispell? 

Answer.  He  owned  a  house  at  one  time  but  sold  it.  He  doesn't  own  anything, 
only  his  stock  of  goods. 

Question.  Do  you  know  Mr.  Treloar,  the  secretary  of  the  chamber  of  com- 
merce? 

Answer.  I  do. 

Question.  How  long  has  he  lived  in  Kalispell? 

Answer.  About  a  year,  I  think. 

Question.  Is  he  a  landowner  or  property  owner  in  Kalispell? 

Answer.  He  is  not.     He  is 

Mr.  Grorud.  Is  he  in  high  school  at  the  present  time? 

Answer.  High  school? 

Mr.  Grorud.  Yes. 

Answer.  No:  he  is  secretary  of  the  chamber  of  commerce. 
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Mr.  Groeud.  Did  they  send  a  petition  in  favor  of  the  Rocky  Mountain  Power 
Co.? 

Answer.  I  understand  so.  Now,  have  you  any  other  questions  you  wish  to 
ask  me? 

Mr.  Jellison.  I  don't  know  of  any  others. 

The  Witness.  Now,  Mr.  Chairman,  in  addition  to  this  brief  statement,  I 
would  like  to  make  a  few  remarks  on  the  situation  and  the  factors  that  enter 
into  it.  AVe  have  much  more  material  along  the  same  line.  I  have  made  up  my 
mind,  Mr.  Secretary,  that  I  would  introduce  a  lot  of  it.  This  will  explain  why 
I  have  not. 

Mr.  Kerr  referred  to  the  fact  that  the  Indians  in  the  powwow  smoked  for  two 
hours.    We  are  still  smoking. 

Mr.  Dixon.  You  beat  the  Indian  powwow  many  times. 

Answer.  We  have.  We  are  still  smoking.  And  in  order  to  bring  it  to  a  con- 
clusion we  have  shortened  it  considerably.  We  might  offer  reports,  a  great 
many  of  them,  Government  reports.  We  might  give  you  the  local  viewpoint. 
We  might  tell  you  that  the  Federal  Power  Commission  has  no  authority  over 
the  water  of  the  State  of  Montana,  and  bring  citations  from  the  Supreme  Court 
decisions  in  support  of  it,  but  as  the  question  was  not  up  for  settlement  we  are 
not  doing  anything  of  the  kind,  and  for  the  further  reason  that  we  are  likely 
to  fare  much  better  than  if  we' maintained  the  position  that  Montana  alone  has 
charge  of  this  water. 

The  Federal  power  act,  as  I  understand  it,  provides  principally  for  irrigation 
projects  on  Government  lands,  forest  reserves,  and  Indian  reservations.  The 
only  people  that  are  mentioned  as  having  any  rights  whatever  for  damages  are 
the  Indians  and  the  Federal  Government.  No  provision  is  made  at  all  for  any 
who  might  be  injured  and  do  not  come  under  either  classification.  I  might  say, 
in  parenthesis,  that  I  have  been  adopted  into  the  tribe,  and  I  hope  that  Mr. 
Scattergood  will  look  after  us  a  little  bit.     [Laughter.] 

.  The  credentials  that  were  presented  in  behalf  of  the  county  commissioners 
and  the  people  of  Flathead  County,  I  think  in  addition  we  should  have  presented 
some  credentials  and  called  ourselves  the  representatives  of  the  innocent  by- 
standers. We  have  nothing  to  gain  from  this  development  as  far  as  I  can  see, 
speaking  from  a  selfish  standpoint.  We  will  have  no  property  of  this  proposed 
development  in  our  county.  We  already  have  a  power  company  doing  business 
there,  and  the  presumption  is  that  they  will  continue  to  do  so,  as  it  is  unlikely 
that  there  will  be  another  line  allowed  to  come  in  by  the  utility  commission 
until  it  is  really  needed.    We  have  nothtng  to  gain,  but  everything  to  lose. 

About  24  or  25  years  ago,  on  a  trip  to  western  Washington,  I  came  through 
the  Flathead  Valley  along  toward  evening.  The  train  stopped  tJiere  some  con- 
siderable time,  and  I  walked  around  on  the  platform,  looked  over  the  country, 
and  I  said :  "  I  will  come  back  here  in  the  spring."  This  was  in  September  or 
October.  "  Here  I  will  pitch  my  tent  and  I  will  live  and  be  buried."  This  is 
a  most  beautiful  country,  lying  between  the  hills  on  the  west  and  the  main 
range  of  the  Rockies  with  their  snowcapped  peaks. 

It  does  seem,  after  the  struggle  of  pioneering  in  a  new  country,  when  we 
are  coming  to  a  realization  of  our  dreams  in  a  measure,  when  we  have  raised 
up  our  children  in  these  homes,  where  we  have  a  good  community  with  a  good 
town,  with  the  finest  schools  that  there  are  in  the  State,  a  large  investment 
of  money  in  every  line,  and  one  of  the  best  farming  sections  in  Montana,  with 
a  climate  that  to  me  is  splendid — it  seems  that  we  are  to  contribute  to  what? 
To  the  dollars  of  the  stockholders  of  these  many  companies  that  you  have  heard 
talked  about.  I  have  read  considerable  theoretic  and  practical  science,  and  a 
problem  that  has  always  bothered  me  is  the  cell  theory  of  growth,  where  one 
cell  gives  forth  another  cell,  and  that  cell  another,  and  another  and  another, 
until  it  reaches  infinity.  I  have  sat  through  several  hearings  where  corpora- 
tions other  than  this  one  were  being  questioned,  and  this  cell  theory  comes  to 
my  mind  where  they  cast  off  another  and  another  and  another.  And  then  I 
had  another  thought,  which  shows  the  lack  of  control  that  I  have  over  my  mind, 
and  it  shows  my  mind  to  be  bucolic,  as  it  were.  I  thought  of  how  prolific  these 
companies  were,  and  Immediately  there  popped  into  my  mind  that  story  by 
Marion  Butler  called  "  Pigs  Is  Pigs."    They  are  just  as  prolific. 

The  thing  that  Montana  has  to  gain  I  am  unable  to  see  at  the  present  time. 
Outside  of  the  Flathead  Valley  we  will  receive  but  little  from  it.  We  will  have 
our  homes  destroyed ;  we  will  have  a  lot  of  islands  around  the  lower  valley  and 
up  and  down  the  river,  and  the  high  spots  will  be  breeding  places  for  mos- 
quitoes, until  the  lower  valley  will  be  depopulated  for  about  five  or  six  weeks 
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every  summer.  This  happens  in  some  of  these  high-water  years — most  of 
them — and  it  will  be  intensified  by  the  period  of  time  that  the  water  stays  up. 
It  does  not  happen  when  the  water  runs  off  rapidly. 

There  are  many  angles  to  this  question.  A  desire  to  shorten  the  hearing  is 
responsible  for  my  not  going  into  them  fully.  There  are  many  angles  that  have 
their  roots  in  Montana.  There  are  many  angles  that  affect  the  public  mind. 
Possibly  it  were  far  better  that  they  were  not  mentioned. 

Now,  we  are  asking  this  commission  that  you,  whatever  decision  you  make 
in  regard  to  the  elevation,  that  you  allow  us  the  amount  of  water  asked  for 
for  irrigation  and  for  municipal  use;  that  you  safeguard,  as  far  as  possible, 
the  people  at  the  upper  end  of  the  lake,  and  that  you  read  into  your  license 
that  it  is  the  sense  of  it  that  they  take  care  of  the  flood  waters  above  the 
elevation  they  ask  for ;  that  there  will  be  dams  put  up  there — dikes,  rather — 
and  an  endeavor  will  be  made  to  pump  the  water  up.  Regardless  of  what  any 
engineers  may  say  who  have  not  tried  it,  it  is  not  feasible,  on  account  of  the 
nature  of  the  soil,  on  account  of  the  number  of  sloughs  that  go  out  into  the 
river,  and  on  account  of  the  long  length  it  will  be  necessary  to  build  these 
dikes — if  they  are  not  built  of  long  length  the  w^ater  will  jump  over  the  bank 
above  the  upper  end  and  go  across  the  country  behind  them.  We  have  these 
creeks  to  take  care  of  also. 

Now,  in  conclusion,  I  want  to  thank  the  commission  for  their  patience,  and 
I  want  to  say  that  I  am  glad  that  the  commission  as  now  constituted  Is  in 
authority,  and  I  want  to  say  that  I  am  glad  that  we  didn't  try  the  case  a  couple 
of  years  ago  when  we  were  here.  When  it  came  to  the  point  of  the  hearing 
the  last  time  the  mayor  of  our  city  phoned  here  and  Major  Butler  came  at 
once,  and  it  was  my  good  fortune  to  take  him  out  on  the  evening  of  June  13. 
The  hearing  was  to  be  on  the  15th.  I  am  going  to  tell  you  this  for  the  reason 
that  he  immediately  ordered  more  surveys,  soil  surveys,  water  surveys ;  that  the 
Flathead  project  was  about  to  be  let  with  inadequate  surveys,  as  he  considered, 
and  by  his  action  showed  that  he  did,  and  from  that  day  to  this  day  there 
has  been  a  much  better  understanding  of  the  problems  involved.  But  they  are 
not  all  known  yet. 

By  Mr.  Ely  : 

Question.  Mr.  McCormack,  may  I  ask  a  question  or  two?  I  am  sorry  that  I 
had  to  be  out  of  the  room  so  much  during  your  statement.  Do  I  understand 
that  you  want  inserted  in  the  license  a  requirement,  first,  for  diking  against 
the  river,  the  sloughs,  and  the  creeks,  and  do  I  understand  also  that  you  want 
provisions  made  for  pumping? 

Answer.  We  want  the  water,  I  mean  the  irrigation  water,  municipal  water, 
diked,  and  it  was  the  applicant's  statement  that  they  were  going  to  dike  it  and 
pump  the  water  out. 

Question.  You  want  that  guaranteed  by  a  provision  in  the  license? 

Answer.  If  you  can.  We  want  protection  from  as  many  angles  as  might 
occur  to  you  and  is  within  your  power.  We  are  entitled  to  it.  We  have  nothing 
to  gain  and  everything  to  lose. 

By  Mr.  Georud: 

Question.  Mr.  McCormack,  you  spoke  of  a  meeting  at  Kalispell  with  the 
commission.    Did  Mr.  Edgerton  have  a  meeting  there? 

Answer.  I  wasn't  there  present.  Mr.  Jellison  was  present.  You  can  get  his 
statement  about  it  if  you  care  to. 

Question,  tou  spoke  of  Indian  powwows.  Do  you  know  what  an  Indian 
powwow  is? 

Answer.  I  do. 

Question.  What  is  it? 

Answer.  It  is  a  meeting  called  for  some  purpose  or  other,  just  the  same  as 
white  folks. 

Question.  Isn't  an  Indian  powwow  something  like  a  street  carnival  or  some- 
thing like  a  shrine  ceremonial,  where  they  paint  up  and  put  on  gaudy  clothes 
and  so  forth? 

Answer.  Well,  a  meeting  of  a  large  number  of  Indians. 

Question.  Just  a  lot  of  fun,  isn't  it?  You  don't  mean  an  Indian  council 
meeting,  do  you? 

Answer.  No ;  I  don't  mean  a  council ;  no. 

Question.  That  is  a  different  matter? 

Answer.  That  is  a  different  matter. 

Mr.  DixoN.  Is  there  anyone  else?    Mr.  Kelly,  do  you  want  to  cross-examine? 
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Cross-examination  by  Mr.  Kelly: 

Question.  I  think  you  said  tliat  the  effect  of  the  water  levels  in  the  lake 
affects  the  Flathead  River  as  much  as  15  miles  above  Kalispell? 

Answer.  No ;  I  said  it  was  12  miles  from  Kalispell  to  the  lake,  and  it  affected 
it  some  miles  above  that — in  addition,  I  mean. 

Question.  Some  miles  above  Kalispell? 

Question.  Of  course,  it  is  many  more  than  12  miles  from  Kalispell  to  the  lake 
by  the  river,  isn't  it? 

Answer.  Oh,  yes. 

Question.  Probably  30  miles? 

Answer.  Yes;  possibly. 

Question.  So  that,  following  the  meander  line  of  the  river,  you  think  the  lake 
level  affects  the  river  more  than  30  miles  from  the  lake  by  the  meander  line  of 
the  river? 

Answer.  Depending  on  the  lake  being  high  and  leaving  no  place  for  the  water 
to  go  except  over  it ;  yes. 

Question.  Now,  you  know  where  Mr.  Jellison  lives? 
.  Answer.  Oh,  yes. 

Question.  And  at  his  place  the  water  level  in  the  river,  normal  water  level, 
is  about  45  feet  above  2,893? 

Answer.  Well,  I  don't  know. 

Question.  According  to  his  testimony? 

Answer.  There  is  plenty  of  reference  on  the  map  to  tliat.  I  don't  remember 
the  elevation. 

Question.  What  I  wanted  to  know  was,  whether  or  not,  assuming  a  lake 
level  of  2,893,  to  follow  the  meander  of  the  river  some  30  miles  or  more  above 
and  45  feet  above  the  lake  level,  do  you  think  that  the  water  becomes  more 
sluggish  in  the  river  over  30  miles  above  and  45  feet  above  this  lake  level  by 
reason  of  the  lake  level? 

Answer.  Yes.  You  see,  you  get  the  lake  levels  there  and  it  kills  off  the 
slope  just  as  far  as  that  slope  reaches,  wherever  that  might  be. 

Question.  So  you  think  that  raising  the  lake  from  2,890  or  2,882,  if  you 
please,  to  2,893  will  affect  the  flow  of  the  Flathead  River  30  miles  away  and 
45  feet  above  the  lake  level? 

Answer.  Well,  if  you  got  my  idea,  I  stated  that  storage  would  be  used  up. 
The  storage  at  the  lower  end  was  not  big  enough  to  take  care  of  the  water, 
and  it  would  naturally  run  over. 

Question.  Well,  assume  that  there  isn't  any  change  in  the  lake  level,  that 
it  is  maintained  at  2,893,  you  think  that  that  will  affect  the  flow  of  the  river 
30  miles  above  and  45  feet  higher  in  elevation,  do  you? 

Answer.  It  will  make  it  pile  up  somewhere  in  there. 

Question.  It  will  affect  the  river  that  far  back  and  that  much  higher,  in 
your  judgment? 

Answer.  It  will  pile  up  where  the  flrst  lap  is  flooded  each  time  the  water 
gets  to  93.     It  will  pile  up  at  that  point. 

Question.  But  I  am  talking  about  land  elevations. 

Answer.  Where  Mr.  Jellison  lives. 

Question.  Yes;  or  anywhere  where  you  were  talking  about,  above  Kalispell. 

Answer.  All  right  Every  year  the  lake  floods  it  floods  land  a  few  miles 
above. 

Question.  I  am  asking  you  a  plain  question,  and  your  answer  might  be  yes 
or  no.  and  then  you  can  explain  it.  Do  you  think  that  the  lake  level  at  2,893 
will  affect  the  flow  of  the  river  some  30  miles  above  by  the  meander  line  of 
the  river  and  at  an  elevation  45  feet  higher  than  2,893?  Now,  you  can  say 
you  think  it  will  or  it  won't. 

Answer.  If  you  come  down  to  where  I  have  more  knowledge  of  it,  I  would 
be  glad  to  answer  it  that  way.  I  can  say  now  that  I  don't  know  exactly 
where  that  point  is. 

Question.  Then  I  will  come  down  to  some  place  on  the  river.  The  river, 
according  to  Mr.  Jellison's  testimony,  falls  at  lake  elevation  2,893  about  45  feet, 
from  his  place  to  the  river,  to  the  lake.  Now,  we  will  come  down  halfway, 
and  at  some  point  on  the  river  which  is  221^  feet  above  2.893.  and  we  will 
assume  15  miles  from  the  lake;  do  you  think  that  the  flow  of  water  in  the 
river  would  be  affected  where  it  was  22^  feet  above  the  lake  level  and  15 
miles  away,  in  the  rapidity  with  which  it  would  flow  away  from  the  lands? 

Answer.  How  many  miles  did  you  say,  speciflcally? 
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Question.  Fifteen  miles,  and  22^2  fp*"*,  just  splitting  it. 

Answer.  That  is  about  the  point,  Mr.  Kelly,  where  the  influence  of  the  lake 
beinj?  high  is  felt  in  the  flow^  of  the  river,  about  that  point. 

Question.  Then  jou  would  say  that  a  lake  level  of  2,893  would  affect  the  flow 
of  the  river  15  miles  away  at  an  elevation  of  221^  feet  higher  than  the  top  of 
the  lake  waters? 

Answer.  I  wouldn't  give  the  elevation,  because  I  don't  know  what  it  is  at 
that  point. 

Question.  Well,  of  course,  it  being  45  feet  higher  at  Mr.  Jellison's  place,  at 
some  point  between  there  and  the  lake  itself.  22%  feet  higher,  now  wherever 
that  may  be,  do  you  think  it  would  be  affected  by  the  lake  level? 

Answ^er.  I  was  trying  to  recall  the  elevation  at  the  steel  bridge.  But  I  would 
say  yes  in  answer  to  your  question. 

Question.  Twenty -two  and  one-half  feet  higher  than  the  lake  level  is  affected 
by  the  lake  level? 

Answer.  I  don't  say  it  that  way.  I  said  that  many  miles  up  the  river.  I  will 
have  to  guess  at  the  elevation,  anrd  I  am  not  guessing  at  this. 

Question.  All  right.  Now,  you  said  that  if  the  lake  was  low,  so  it  would  take 
the  water,  the  river  would  not  overflow? 

Answer.  Only  into  those  few  little  bayous  along  the  river. 

Question.  So  I  presume  if  the  Gulf  of  Mexico  was  empty,  the  Mississippi 
Avould  not  overflow,  would  it? 

Answer.  I  never  lived  on  the  Gulf. 

Mr.  Kelly.  That's  all. 

By  Mr.  Ely  : 

Question.  Mr.  McCormack.  have  any  studies  been  made  out  there  to  show 
just  what  diking  would  be  necessary  to  completely  protect  the  people  from  the 
effect  of  raising  this  lake? 

Answer.  Not  that  I  know  of.  I  would  like  to  explain  about  it.  They  have 
dikes  there  now,  you  know. 

Question.  Not  completely  effective.  I  understand? 

Answer.  Well,  as  far  as  they  may  be.  Here  is  Mr.  Oldenburg  on  the  point. 
There  is  some  lowland  adjoining  him.  He  runs  a  dike  about  a  mile  long  and 
7  feet  high  between  himself  and  his  neighbor,  because  that  is  the  first  water 
that  gets  onto  him,  back  from  the  shore  of  the  lake  a  w^ays. 

Question.  How  high  is  that  dike? 

Answer.  Seven  feet.    It  has  been  in  there  20  years  or  more. 

Question.  Seven  feet  above  the  ground? 

Answer.  Yes ;  so  he  told  me.  That  is  what  he  told  me  10  years  ago.  Now, 
it  went  out ;  the  water  cut  a  hole  through  it  last  year,  1928,  so  he  was  flooded 
more.  Then  wherever  these  sloughs  come  into  the  valley  from  the  river,  little 
narrow  places  where  the  water  comes  through,  they  dike  along  those  low  places. 
Some  of  them  along  Mr,  Oldenburg's  are  40  rods,  20  rods,  60  rods.  Some  of 
them  have  a  wagon  road  on  top  of  them. 

Question.  Do  you  think  any  system  of  diking  would  completely  protect  this 
area  against  the  effect  on  the  water  level  produced  by  this  dam? 

Answer.  It  would  have  to  be  very  extensive,  very  long. 

Question.  How  far  would  it  have  to  follow  the  river? 

Answer.  Well,  I  don't  know,  but  it  looks  to  me  that  it  would  have  to  go 
about  around  Kalispell  somewhere. 

Question.  How  far  is  that? 

Answer.  That  is  about  12  miles  from  the  lake. 

Question.  Have  you  any  idea  how  much  that  river  diking  system  would  cost? 

Answer.  I  do  not.  When  I  left  for  here  I  sent  my  boys  over  to  work  on  the 
dike.  He  does  work  every  fall  on  it,  and  he  phoned  me  that  he  was  short  of 
help,  and  I  sent  my  boys  over,  and  I  don't  know  what  it  would  cost. 

Question,  What  are  the  dikes  made  of? 

Answer.  Dirt  scraped  right  up  right  on  the  outside. 

Question.  Does  there  always  have  to  be  a  dike  along  the  2.893  of  the  lake  or 
just  along  the  river? 

Answer,  Well,  you  would  back  up  from  the  lake,  you  know,  half  a  mile  in 
some  places,  and  some  places  more,  and  run  your  dike  right  along  the  public 
highway. 

Question.  I  mean  would  you  try  to  follow  the  contour  of  the  lake  with  dikes 
or  just  the  river? 

Answer,  No :  it  would  be  easier  to  follow  the  road  straight  to  the  river. 
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Question.  Then  you  would  have  to  dike  against  the  lake  as  well  as  against  the 
river? 

Answer.  You  would  have  to  dike  against  the  lake.  The  water  overflows  the 
road  now. 

Question.  Have  you  any  studies  at  all  that  have  been  made  about  the  cost 
of  these  dikes? 

Answer.  The  only  one  I  know  the  cost  of  was  one  along  the  Kussell  Slough. 
1  did  at  that  time  know  what  it  cost  a  yard  and  how  many  yards.  The  neigh- 
bors formed  a  little  corporation.  The  water  used  to  overflow  these  slough 
banks,  and  they  would  get  water  from  above.  Their  land  was  lower  than 
the  water  was  either  next  to  the  lake  or  above,  and  the  water  would  stay  there 
as  in  a  pan  for  two  months,  and  they  dug  a  ditch  out  and  let  it  into  the  lake. 
Then  that  fall  they  built  a  dike  right  around  the  bank  of  the  slough  about 
4  feet  high  and  half  a  mile  or  more  long,  and  that  stopped  the  water  from 
above. 

Question.  Do  you  think  diking  will  be  a  complete  remedy? 

Answer,  I  am  not  prepared  to  say  how  long  the  dikes  will  stand,  will  hold 
the  water  out.    I  don't  know,  because  the  soil  is  all  such  a  silty  nature. 

Question.  Is  there  seepage  underneath? 

Answer.  Seepage  underneath — and  I  forgot  to  mention  it — while  they  were 
working  at  that  dike  in  the  next  24  hours  there  were  three  lakes  appeared  up 
to  80  or  100  rods  away.  Mr.  Ballard,  of  the  Summers  Lumber  Co. — you  under- 
stand that  at  Summers  the  Great  Northern  has  a  great  sawmill  where  they 
employ  possibly  300  or  400  men,  and  he  tells  me  that  it  is  impossible  to  dike 
by  reason  of  the  underground  water.  He  drove  pilings  there,  building  a  pier  90 
to  110  feet  before  they  got  any  footing.    It  is  a  delta,  you  know. 

Mr.  Jellison.  I  would  like  to  make  a  little  statement  as  to  the  nature  of 
the  soil  in  that  valley. 

On  my  farm  there  was  a  lake  that  used  to  form  in  the  springtime,  that  was 
about  60  or  70  feet  wide  and  was  a  quarter  of  a  mile  long,  and  I  didn't  know 
where  that  water  came  from.  It  just  formed  right  up  there,  and  there  were 
willows  and  brush  all  around  it.  and  I  cut  the  willows  off  and  the  brush  and 
made  it  part  of  the  pasture,  and  I  had  an  engineer  come  out  and  do  some  sur- 
veying in  order  to  drain  that  lake.  Along  in  August  the  water  became  bad  for 
stock ;  it  was  full  of  bugs,  and  it  wasn't  water  like  we  see  in  Montana  at  all, 
and  an  engineer  came  out  there  and  told  me  what  I  would  have  to  do  to  drain 
that  lake,  and  one  of  the  things  was  at  the  outlet  of  the  lake  to  dig  a  ditch 
8%  feet  deep  and  on  down  about  a  quarter  of  a  mile,  and  the  deepest  digging 
at  another  place  was  4  feet  8  inches. 

I  think  the  date  was  the  19th  day  of  May  that  I  was  down  there  and  the 
water  was  a  pretty  good  height,  and  I  dug  a  small  ditch  and  got  that  water 
running  over  into  a  deep  hole  following  out  toward  the  slough,  and  after  I 
had  a  ditch  about  16  inches  wide  and  6  feet  deep  it  commenced  to  grow  and 
get  big  and  cut  itself  right  down  into  the  sand  that  it  run  through,  and  it  was 
just  nothing  but  quicksand,  and  I  dumped  that  dirt  into  the  ditch  and  it  washed 
out  and  flUed  that  hole,  and  I  think  a  lot  of  the  dirt  that  I  sloughed  off  thete — 
it  was  just  like  sloughing  off  plaster ;  it  was  nothing  but  quicksand,  and  I  never 
had  to  shovel  a  particle  of  the  sand  out  of  the  ditch.  The  ditch  is  there  now 
and  the  creek  running  through  it,  and  there  was  no  shoveling  out  at  all ;  it 
merely  scooped  it  right  out.  It  was  just  like  water  after  I  got  the  sod  broken 
on  top. 

MT.  Ely.  That  lake  formed  from  subsoil  waters? 

Mr.  Jellison.  I  didn't  get  through.  After  that  lake  was  drained  there  was 
a  spring  developed  up  at  the  headwaters  of  it  that  now  discharges,  so  an  engi- 
neer told  me  one  day  that  came  out  there  with  a  county  agent  just  to  see  my 
little  drainage  system  that  I  have  put  in  there,  and  he  said  that  that  was  dis- 
charging 2,500  gallons  of  water  a  minute,  and  it  was  a  clear  spring  just  like 
any  of  the  springs  that  there  are  in  the  State  of  Montana. 

Mr.  Dixon.  Two  thousand  five  hundred  gallons  a  minute? 

Mr.  Jexlison.  Two  thousand  Ave  hundred  gallons  a  minute,  which  is  about 
5  second-feet.  And  that  creek  runs  now  all  sunnner  long  when  the  spring  dis- 
charges the  wate*,  and  it  makes  a  nice  creek  down  through  my  pasture,  and 
on  that  I  have  filed  a  water  right  for  domestic  purposes. 

Mr.  Dixon.  On  your  own  right  ? 

Mr.  Jellison.  On  my  own  right 

Mr.  McCoRMACK.  You  have  got  to  in  Montana  or  they  will  steal  It  from  you. 
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Mr.  Secretary,  I  don't  like  to  be  disorderly  in  this  way,  but  I  have  forgotten 
one  thing  that  I  would  like  to  put  into  the  record.  It  won't  take  me  but  a  few 
minutes. 

Mr.  Dixon.  Go  ahead. 

Mr.  McCoKMACK.  I  just  wanted  to  say  this  in  regard  to  the  Indians  and  the 
white  settlers :  I  have  known  Indians  ever  since  I  was  5  or  6  years  old.  Where 
I  was  born,  in  the  city  of  Chicago,  the  Indians  used  to  be  on  the  praitie  right 
at  the  edge  of  the  city  in  those  days,  and  I  have  known  them  from  that  day  to 
this.  I  have  lived  near  reservations  and  I  am  a  member  of  a  tribe,  of  which  I 
am  rather  proud. 

Mr.  Dixon.  Flatheads  or  AssiniboinsV 

Mr.  McCoRMACK.  Gtos  Ventres.  Now,  I  know  Indian  history  and  I  know  it 
early  and  late  by  reason  of  living  so  close  to  them.  The  Indian  alwayvS  pays. 
There  is  no  question  about  that.  We  have  taken  away  from  him  what  he 
understood  and  the  conditions  under  which  he  could  live  and  have  substituted 
others  which  it  is  hard  for  him  to  live  under.  I  have  a  great  deal  of  sympathy 
for  him  and  I  help  him  all  that  I  can  at  every  oppottunity.  I  have  an  ap- 
plication here  now  to  get  a  pension  for  those  eight  Indians  that  are  left  that 
joined  General  Miles's  troop  when  he  was  after  Chief  Joseph. 

Now,  in  regard  to  the  settlers,  I  have  gone  down  there  and  furnished  my  own 
gas.  I  was  the  only  speaker  before  a  committee  of  Congress  that  met  at  Dixon 
a  good  many  years  ago  in  rainy  weather,  and  I  had  a  hundred  miles  to  go 
through  the  mud  from  my  home,  and  at  niry  own  expense,  and  I  was  the  only 
speaker  that  had  an  opportunity  to  speak.  I  spoke  for  10  minute.s — that  was 
all  that  was  allowed  me — on  the  necessity  of  finishing  this  irrigation  project. 
I  have  worked  with  these  people  on  the  reservation  as  the  president  of  the 
farm  bureau  during  the  days  when  they  were  troubled  with  grasshoppers.  I 
have  sympathy  for  them. 

Mr.  DixoN.  Now,  you  are  speaking  of  the  settlers  on  the  irrigation  ptojectV 
Mr.  McCoRMACK.  The  settlers  on  the  reservation.  And  I  have  sympathy  for 
them  and  I  know  what  they  have  gone  through,  and  I  know  of  the  broken 
promises  and  all  of  that,  yet,  I  want  to  say  to  you,  that  neither  my  sympathy 
nor  your  sympathy  for  the  Indians  or  for  the  settlers  should  be  a  factor  in 
making  the  upper  end  of  the  lake  pay  the  bill  to  that  extent  where  we  will 
be  injured.  If  there  was  anything  that  we  could  do  to  give  them,  both  of  them, 
what  was  coming  to  them  and  their  rights — I  can't  define  them  exactly,  but  I 
am  convinced  that  the  Government  has  a  moral  obligation  to  those  settlers  as 
the  guardian  of  the  interests  of  the  Indians. 
Are  there  any  other  questions? 

Mr.  Dixon.  Is  there  any  cross-examination?     If  not,  the  witness  is  excused. 

Congressman  Cramton  phoned  over  that  he  wanted  to  appear  before  this 

Federal  Power  Commission,    I  phoned  him,  sent  word  to  him  to  be  here  at  9,30 

in  the  morning.    Now,  is  there  any  witness  between  now  and  5.30  that  we  can 

accommodate?    Do  you  have  any  more  witnesses? 

Mr.  Forbes.  I  have  one  in  rebuttal,  but  I  don't  think  he  can  finish  in  quite 
that  time.  I  think  we  would  all  like  to  get  through,  and  I  presume  everyone 
wants  to  get  through  by  the  end  of  this  week.  Do  you  think  there  is  any  chance 
of  our  holding  an  evening  session  to-night,  to  see  if  we  can't  get  through? 

Mr.  Dixon.  I  would  rather  hold  one  to-morrow  night  in  the  event  that  we  can 
not  get  through  to-morrow. 

Mr.  ScATTERGOOD.  Mr.  Chairman,  if  Mr.  Cochrane  would  come  to  the  stand,  I 
could  save  a  little  time. 

Mr.  Dixon.  Is  Mr.  Cochrane  in  the  room? 

Mr.  Kelly.  He  is  at  the  hotel.  We  had  some  books  brought  down  from  New 
York,  and  they  are  trying  to  work  out — Mr.  Scattergood  gave  them  a  job  that 
Mr.  Kerr  said  would  take  four  or  five  days,  and  I  think  perhaps  Mr.  Kerr  was 
about  right,  but  they  are  trying  to  get  something  that  may  satisfy. 

Mr.  Scattergood.  So  far  as  my  purposes  are  concerned,  they  have  been  en- 
tirely served  by  these  reports,  as  I  told  you  yesterday,  these  reports  that  have 
been  found  in  the  Federal  Power  Commission's  records. 

Mr.  Kelly.  They  are  trying  to  work  out  a  distribution  of  the  cost  of  genera- 
tion. If  these  serve  your  purpose,  then  did  you  have  something  else  from  Mr. 
Cochrane? 

Mr.  Scattergood.  Yes ;  I  have  a  number  of  things  that  I  wanted  to  clear  up 
before  we  get  to  the  particular  line  I  was  following  yesterday,  when  we  were 
interrupted. 
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Mr.  Forbes.  Could  we  start  at  9  o'clock,  Mr.  Kelly,  and  give  Mr.  Scattergood 
that  half  hour  to  work  with  Mr.  Cochrane  before  the  Member  of  Congress  takes 
the  stand? 

Mr.  Kelly.  We  could  start  at  any  time,  so  far  as  we  are  concerned. 

Mr.  Ely.  How  many  other  witnesses  are  there  remaining? 

Mr.  Kelly.  We  have  no  more. 

Mr.  Forbes.  We  have  only  one  in  rebuttal,  and  I  don't  think  it  will  take  him 
very  long  on  direct. 

Mr.  Kelly.  There  are  only  two  witnesses  then  remaining. 

Of  course,  I  say  we  have  no  more ;  I  don't  know  what  Mr.  Forbes — what  part 
of  the  field  he  is  going  to  cover.  We  might  have  some  rebuttal  on  that  if  some- 
thing new  is  developed. 

Mr.  Forbes.  I  don't  think  there  will  be  anything  materially  new  about  it. 
1  will  tell  you  now  that  it  is  largely  replying  to  the  criticisms  of  the  several 
technical  witnesses ;  that  is,  Mr.  Cochrane  and  Doctor  Gardiner.  So  you  might 
as  well  have  Doctor  Gardiner  with  you  to-morrow. 

Mr.  Dixon.  I  have  just  received  another  phone  message  from  Congressman 
Cramton  saying  that  he  has  to  attend  some  ceremonies  at  Arlington  Cemetery 
to-morrow  morning  at  10  o'clock  and  will  come  to  the  hearing  as  early  as  he 
can,  which  will  be  late  in  the  morning  or  early  in  the  afternoon.  Then,  Mr. 
Scattei-good,  you  can  finish  with  Mr.  Cochrane  in  the  morning. 

Mr.  Kelly.  We  will  have  him  here. 

Mr.  McCormack.  Mr.  Secretary,  I  would  like  to  ask  a  question.  We  are  going 
to  make  out  a  summary  of  our  testimony.     How  many  copies  do  you  require? 

Mr.  Dixon.  A  brief? 

Mr.  McCormack.  A  summary  of  what  we  put  out,  as  requested  by  Doctor 
Wilbur;  a  summary  of  our  testimony.    I  will  make  about  10  copies  of  them. 

Mr.  Dixon.  We  will  adjourn,  then,  until  9.30  to-morrow  morning. 

(Whereupon,  at  5  o'clock  p.  m.,  an  adjournment  was  taken  until  9.30  o'clock 
a.  m.,  Saturday,  November,  9,  1929.) 


Washington,  D.  C,  November  9,  1929. 

The  hearing  of  the  Federal  Power  Commission  upon  the  application  of  the 
Rocky  Mountain  Power  Co.  and  Walter  H.  Wheeler  to  develop  power  on  Flat- 
head Lake  and  Flathead  River,  Mont.,  was  resumed  in  the  oflSce  of  the  Secretary 
of  the  Interior  at  9.30  o'clock  a.  m.,  pursuant  to  adjournment. 

Present :  Hon.  Ray  Lyman  Wilbur,  Secretary  of  the  Interior ;  Hon.  F.  Trubee 
Davison,  Assistant  Secretary  of  War ;  Hon.  Joseph  M.  Dixon,  Assistant  Secretary 
of  the  Interior ;  Hon.  R.  W.  Dunlap,  Assistant  Secretary  of  Agriculture ;  F.  E. 
Bonner,  Esq.,  executive  secretary  to  the  Federal  Power  Commission ;  and  North- 
cott  Ely,  Esq.,  executive  assistant  to  the  Secretary  of  the  Interior. 

The  following  members  of  the  staff  of  the  Federal  Power  Commission  were 
also  present:  Col.  T.  H.  Brown,  chief  counsel;  Col.  Max  Tyler,  chief  engineer; 
Mr.  J.  F.  Lawson,  assistant  chief  counsel ;  Maj.  F.  K.  Newcomer,  assistant  engi- 
neer; Mr.  Charles  A.  Russell,  solicitor;  Mr.  F.  H.  Henshaw,  engineer;  and 
Mr.  William  V.  King,  chief  accountant. 

Also  present :  Hon.  J.  Henry  Scattergood,  Assistant  Commissioner  of  Indian 
Affairs;  John  R.  K.  Reeves,  Esq.,  attorney  for  the  Indian  Bureau;  B.  E. 
Jones,  Esq.,  United  States  Geological  Survey;  Nelson  A.  Mason,  Esq.,  clerk  of 
the  Senate  Committee  on  Indian  Affairs;  S.  J.  Flickinger,  Esq.,  Office  of  Indian 
Affairs ;  and  R.  Y.  Stuart,  Esq.,  Chief  Forest  Service. 

Appearances  as  heretofore  noted. 

Mr.  Dixon.  The  hearing  will  come  to  order. 

The  Flathead  County  delegation  completed  their  testimony  last  night. 

Do  you  have  somebody  that  you  wish  to  present,  Mr.  Forbes? 

Mr.  Forbes.  No;  but  I  believe  Mr.  Scattergood  has  some  questions. 

Mr.  Dixon.  Mr.  Scattergood,  do  you  want  to  cross-examine  further  Mr.  Coch- 
rane, or  someb<»fly  from  that  company? 

Mr.  Scattergood.  Yes ;  I  am  ready, 

Mr.  Chairman,  I  would  like  to  have  Mr.  King,  the  chief  accountant  for  the 
Fe<leral  l»ower  Commission,  to  identify  and  to  enter  the  annual  reports  that 
the  Federal  Power  Commission  has  on  file  of  the  Montana  Power  Co.  system  for 
the  years  1923  to  1928,  I  believe. 

Mr.  King.  To  1927. 

Mr.  Dixon.  It  is  a  part  of  the  record  of  the  Federal  Power  Commission,  is  it? 

Mr.  Brown.  It  Is  part  of  the  flies  of  the  Federal  Power  Commission. 
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Mr.  ScATTEKGooD.  I  just  Want  to  have  it  so  that  it  will  be  made  available 
for  use. 

Mr.  Kelly.  Our  report  is  made  to  the  Public  Service  Commission  of  Montana, 
4ind  copies  have  been  filed  with  the  Federal  Power  Commission  here. 

Mr.  KoNNER.  It  has  been  filed  with  the  Federal  Power  Commission. 

Mr,  Dixon.  You  have  no  objection  to  its  being  used,  have  you,  Mr.  KellyV 

Mr.  Kelly.  No.  I  assume  they  will  be  made  a  part  of  the  record  by  reference, 
so  that   they   may  be  referred   to. 

Mr.  Dixon.  That  is  what  I  suggested ;  that  they  be  introduced  and  made  part 
•of  the  record  by  reference. 

Will  you  give  us  the  titles  of  them,  Mr.  King? 

Mr.  ScATTERGOOD.  Ycs.    They  are  all  certified  copies,  I  believe. 

Mr.  Dixon.  Had  you  better  not  identify  them  by  titles? 

Mr.  SoATTEHGOOb.  Had  you  better  not  do  that,  Mr.  King?  You  are  familiar 
"with  them. 

Mr.  King.  These  [indicating]  are  certified  copies  of  the  annual  reports  of  the 
Montana  Power  Co.  and  subsidiaries,  consolidated,  to  the  Public  Service  Com- 
mission of  Montana,  for  the  years  ended  December  31,  1923,  to  1927,  inclusive, 
which  were  filed  with  the  Federal  Power  Commission  upon  request  made  to  the 
Montana  Power  Co. 

Mr.  Dixon.  All  right. 

Harry  H.  Cochrane,  a  witness  heretofore  called  by  and  on  behalf  of  the 
applicant,  the  Rocky  Mountain  Power  Co.,  and  duly  sworn,  was  recalled  to 
the  stand  for  further  cross-examination,  and  was  examined  and  testified  as 
follows : 

Cross-examination  by  Mr.  Scattergood: 

Question.  Now.  Mr.  Cochrane,  I  want  to  take  you  back  for  a  little  while  to 
the  Thompson  Falls  matter  again,  because  I  want  to  see  if  it  is  possible  to 
interpret  that  matter  into  terms  of  dollars  and  cents.  I  believe  you  said  that 
your  estimates  calculated  that  there  would  be  43,000,000  kilowatt-hours  extra 
produced  by  virtue  of  the  storage  of  water  at  Flathead.    Is  that  correct? 

Answer.  Yes. 

Question,  Those  are  new  kilowatt-hours  that  you  do  not  have  now  at  Thomp- 
son Falls? 

Answer.  Yes. 

Question.  Does  that  mean  that  you  would  convert  what  has  heretofore  been, 
at  least  in  part,  secondary  power  into  firm  primary  power  to  that  extent — 
additional  ? 

Answer.  In  order  to  convert  that  number  of  kilowatt-hours  into  power  ex- 
pressed in  kilowatts  or  horsepower,  it  would  be  necessary  to  divide  the  number 
•of  kilowatt-hours  by  the  number  of  hours  during  which  it  was  produced. 

Question.  Now.  I  am  not  quick  enough  to  understand  just  whether  your 
.answer  answers  my  question.  Is  this  43,000,000  kilowatt-hours  additional 
primary  power  that  heretofore  was  secondary  power? 

Answer.  Perhaps  I  can  make  that  clear  by  saying,  in  the  first  place,  the 
total  number  of  kilowatt-hours  which  the  river  can  produce  in  a  year  is  not 
limited  by  the  capacity  of  the  power  plant ;  that  is,  the  total  fiood  and  low  water 
and  everything  the  entire  year  would  not  be  changed  at  all  by  storage.  The 
storage  does  not  increase  the  total  fiow  of  water  in  the  year,  but  it  does 
decrease  it  at  one  time,  and  correspondingly  increases  it  at  another  time. 

This  43,000,000  or  44.000,000  kilowatt-hours  represents  the  amount  of  energy 
that  is  transferred  from  the  top  of  the  fiood,  where  it  is  of  necessity  allowed 
to  go  to  waste,  to  the  low-water  period,  and  thereby  increases  the  amount  of 
power  available  during  that  low- water  period. 

Question.  Well,  that  is  what  we  call  primary  power,  is  it  not,  that  you  can 
•contract  for,  contract  to  sell,  I  mean? 

Answer.  Yes. 

Question.  In  other  words,  the  description  that  you  have  just  made,  cutting 
across  lots,  means  that  .vour  company  would  be  in  a  position  to  make  contracts 
for  43,000,000  more  kilowatt-hours'  current  than  was  the  case  heretofore,  or 
hefore  the  storage  at  Flathead  is  developed? 

Answer.  Yes. 

Question.  Now.  would  there  be  any  secondary  power  in  addition  to  this 
increased  primary  power — any  further  secondary  power,   I   mean? 

Answer.  I  think  not.  Theoretically,  it  would  tend  to  reduce  the  secondary 
power  by  a  like  amount. 
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Question.  Yes ;  it  would  do  that,  but  there  would  not  be  any  further  secondary 
power  left  in  addition? 

Answer.  No. 

Question.  Now,  then,  let  us  stick  to  the  additional  43,000,000  kilowatt-hours. 
What  was  the  average  selling  price  per  kilowatt-hour  in  1928  that  you  said 
the  Montana  Power  Co.  secured?     It  was  7.2  mills,  was  it  not? 

Answer.  I  believe  so. 

Question.  Now,  will  you  multiply  that  43,000,000  kilowatt-hours  by  the  7.2; 
mills;  it  is  about  $309,630,  is  it  not? 

Answer.  Yes. 

Question.  Now,  you  could  not  safely  count  that  all  as  additional  profit^ 
could  you? 

Answer.  No. 

Question.  You  would  have  to  make  allow^ance  for  the  ratio  of  opeiating 
expenses  against  that,  would  you  not? 

Answer.  Yes. 

Question.  Well,  can  you  show  me  from  the  reports  of  your  company  how  you 
get  that  ratio? 

I  will  use  the  year,  Mr.  Chairman,  of  1926,  because  that  was  the  year  that 
is  representative,  apparently,  of  the  general  conditions ;  and  for  my  purposes^ 
it  does  not  matter  what  w^e  pick  out ;  and  on  account  of  some  explanation  that 
Mr.  King  made  in  regard  to  the  1927  report  not  being  exactly  comparable 
with  those  previous  years,  I  think  it  would  be  better  not  to  take  the  last 
report  on  file  with  the  commission  but  the  one  for  1926,  which  will  serve  my 
purpose  just  as  well. 

Now  I  show  you  this  report  and  point  out,  on  page  2,  where  it  speaks  of  the- 
income;  you  will  find  a  figure  there  of  operating  revenues  of  $8,635,755,  do* 
you  not  [handing  paper  to  witness]  ? 

Answer  (examining  paper).  Yes. 

Question.  Now,  there  is  a  "  Miscellaneous  earnings "  item  that  ought  to  be 
deducted  to  make  a  true  picture,  because  it  has  not  anything  to  do  with  the- 
electrical  revenues;  and  that  is  $87,655,  is  it  not — this  last  item? 

Answer.  Nonoperating  revenues? 

Question.  Yes;  it  is  here  [indicating]. 

Answer.  Yes ;  that  figure. 

Question.  You  see  it  is  the  last  item  in  that  grouping  of  operating  revenues? 

Answer.  Yes ;  I  see  it. 

Question.  Now,  deducting  $87,655  from  $8,635,755  leaves  as  operating  reve- 
nues from  this  purpose  $8,548,100,  does  it  not? 

Answer.  Yes. 

Question.  Now,  the  operating  expenses,  depreciation,  and  taxes  items  added 
together  are  $1,669,624  and  $1,527,097,  respectively,  are  they  not? 

Answ^er.  Yes. 

Question.  Now,  the  sum  of  those  two  is  $3,196,721? 

Answer.  Yes. 

Question.  As  a  total  for  operating  expenses.  Now,  deducting  that  from  the- 
operating  revenue  found  above  leaves  $5,351,379,  does  it  not? 

Answer.  That  corresponds  with  this  figure  here  [indicating]. 

Question.  Yes;  is  that  correct? 

Answer.  Yes. 

Question.  Now,  will  you  tell  me  what  the  ratio  of  profit  on  that  sum  sc 
found  of  $5,351,379  to  the  operating  revenues  of  $8,548,100  is?  If  you  will  just 
figure  that  out,  you  will  find  it  is  62.6  per  cent  on  the  revenue,  is  if  not? 

Answer.  Yes.    I  would  not  call  that  profit,  however. 

Question.  Well,  it  is  profit  on  the  revenue? 

Answer.  There  are  no  fixed  charges  in  there. 

Question.  Of  course,  I  appreciate  that.  But,  of  course,  there  are  no  fixe* 
charges  at  Thompson  Falls  that  would  have  to  be  increased? 

Mr.  Ketxy.  You  will  have  to  increase  your  transmission,  I  presume. 

Answer.  Practically  none,  I  would  say. 

By  Mr.  Scatteegood  : 

Question.  I  understood  Mr.  Kerr  to  say  the  other  day  that  the  plant  was  all 
ready  to  take  the  added  capacity  that  this  storage  would  create? 

Answer.  That  is  what  I  would  say ;  there  is  practically  none 

Question.  Now,  for  our  purpose,  which  Is  merely  that  of  suggestion,  this  02.6- 
per  cent  profit  on  the  actual  revenue  is  what  those  llgures  show ;  that  Is  a. 
system  profit  down  to  that  point,  without  fixed  charges? 

Answer.  Yes. 
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Question.  Now,  applying  that  percentage  of  62.6  per  cent  from  the  revenues 
on  43,000,000  Idlowatt-hours,  it  would  be  applied  to  $309,630,  and  you  would  get 
$193,828,  would  you  not? 

Answer.  I  might  say  there,  in  explanation  of  my  statement,  that  there  would 
be  no  further  fixed  charges  at  Thompson  Falls,  but  under  that  revenue  of  7.2 
mills  there  would  be  required  additional  expenditures  for  distributing  and  sell- 
ing power  at  that  rate.  You  would  have  to  take  the  equivalent  selling  price  at 
the  plant,  in  order  to  apply  that  ratio,  and  not  to  the  ultimate  customer. 

Question.  That  is  correct.  But  for  our  purposes  we  consider  that  this  addi- 
tional profit  would  be  created  at  Thompson  Falls,  subject  to  the  further 
deduction 

Answer.  I  see. 

Question.  Of  the  fixed  charges  of  the  additional  transmission  machinery 
required? 

Answer.  And  distribution. 

Question.  And  distribution  to  sell  it  and  deliver  it? 

Mr.  Dixon.  Commissioner  Scattergood,  I  see  that  Senator  Walsh  has  just 
come  into  the  room ;  and  I  imagine  he  is  a  rather  busy  man ;  and  I  understood 
he  wanted  to  make  some  statement. 

Senator  Walsh.  No,  Mr.  Secretary;  I  had  not  contemplated  doing  so;  but 
getting  a  message  from  you  last  night,  I  felt  as  if  I  ought  to  come  and  acknowl- 
edge your  courtesy  at  least.  And  also  to  say  that  I  have  had  a  matter  in  my 
mind  which  I  thought  I  should  communicate  to  the  commission. 

Mr.  Dixon.  Then  we  will  let  Senator  Walsh  make  a  statement  now. 

Mr.  Scattergood.  That  will  be  perfectly  satisfactory. 

Senator  Walsh.  The  act  creating  the  commission  and  granting  it  the  powers 
which  are  reposed  in  it  contemplated  that  in  the  granting  of  permits  the  com- 
mission shall  have  in  mind  the  ultimate  development  of  the  entire  possibilities 
of  the  stream,  the  development  of  which  is  contemplated  in  any  application. 

There  is  here  a  report  from  one  of  the  engineers  on  the  Hungry  Horse  Reser- 
voir site,  which  is  capable  of  development  at  relatively  low  cost,  and  will 
provide  for  storage  of  an  enormous  amount  of  water. 

Mr.  Dixon.  What  is  the  date  of  that  report?  And  do  you  recall  the  name  of 
the  engineer? 

Senator  Walsh.  That,  I  think,  is  1927.  I  have  not  examined  it  for  some 
time.  But  I  think  that  in  connection  with  any  further  development,  outside  of 
that  contemplated  by  the  present  applications,  and  also  in  connection  with  fur- 
ther development  down  the  stream,  as  well  as  in  connection  with  the  Columbia 
Basin  irrigation  project,  it  should  be  borne  in  mind. 

And  I  merely  want  to  call  the  matter  to  the  attention  of  the  commission  in 
connection  with  the  pending  applications,  so  that  whatever  permit  is  awarded 
will  be  so  framed  as  to  put  no  obstacles  in  the  way  of  the  utilization  of  the 
further  possibilities  of  power  development  along  the  river,  and  particularly  the 
utilization  of  this  great  reservoir  site  at  Hungry  Horse  Canyon. 

There  have  been  some  more  recent  examinations,  with  a  view  to  the  location 
of  other  reservoir  sites  in  the  valleys  of  both  the  North  Fork  and  the  South 
Fork.  What  the  result  of  those  investigations  has  been  I  have  not  been 
appraised,  but  doubtless  the  files  will  disclose. 

Mr.  Dixon.  There  was  some  testimony  here  yesterday  as  to  a  further  reser- 
voir site  farther  up  the  South  Fork  than  Hungry  Horse,  on  the  same  fork. 

Mr.  Bonner.  That  is  Spotted  Bear.     There  is  a  possible  site  there. 

Senator  Walsh.  What  I  had  in  mind  was  that,  as  time  goes  on  and  the 
demand  for  power  develops  or  increases,  it  is  not  at  all  improbable  that  some 
one  will  be  asking  for  a  permit  which  will  contemplate  the  utilization  of  these 
storage  reservoirs  higher  up  the  river;  and  I  merely  wanted  to  call  to  the  atten- 
tion of  the  commission  the  conditions,  so  that"  in  the  framing  of  the  permit  to 
whomsoever  it  may  be  awarded  it  will  be  so  framed  as  to  leave  the  further 
developments  free  to  anyone  who  might  care  to  undertake  it. 

I  had  thought  that  possibly  the  Hungry  Horse  site  might  be  utilized  in  con- 
nection with  the  development  contemplated  by  these  permits,  and  thus  possibly 
reduce  or  entirely  remove  the  embarrassment  occasioned  by  flooding  lands  at 
the  head  of  the  lake ;  that  is  to  say,  that  the  area  to  be  inundated  might  thus 
be  reduced  to  a  minimum.  Whether  that  is  now  practicable  or  not  I  am  not  in 
a  position  to  say.  But  I  merely  make  these  observations  so  that  the  commission 
may  have  the  matter  in  mind  in  framing  the  particular  language  of  the  permit. 

About  the  matters  that  are  before  you  I  am  very  sure  that  the  matters  will 
be  fully  presented,  and  I  have  nothing  to  submit  on  that. 
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Mr.  Dixon.  There  is  no  doubt  about  it  liaving  been  fully  presented. 
[Laughter.] 

Senator  Walsh.  Thank  you. 

Mr.  Bonner.  I  am  sure,  Senator  Walsh,  that  both  of  those  matters  are  of 
the  utmost  importance  and  they  will  be  given  the  most  thorough  consideration. 

Senator  Walsh.  Yes. 

Mr.  Bonner.  And  have  been  to  some  extent  already. 

By  Mr.  Scattehgood: 

Question.  Now,  Mr.  Cochrane,  going  back  to  where  we  were  before,  I  just 
want  to  back  track  to  that  a  little  bit,  because  I  find  that  in  the  expenses  we 
have  allowed  for  we  have  already  included  the  transmission  and  distribution 
and  other  expenses  incident  to  the  present  business,  of  course,  at  Thompson 
Falls,  as  well  as  all  other  parts  of  the  system.    That  is  true,  is  it  not? 

Answer.  Yes. 

Question.  In  other  words,  the  modification  of  these  figures,  then,  would  be 
only  in  so  far  as  you  would  have  to  build  additional  transmission  lines,  would 
it  not? 

Answer.  Yes. 

Question.  Well,  would  you  have  to  build  additional  transmission  lines  to 
carry  43,000,000  additional  kilowatt-hours  from  Thompson  Falls,  knowing  your 
system  as  you  do  as  chief  engineer? 

Answer.  Well,  as  a  matter  of  fact,  almost  our  entire  output  at  Thompson 
Falls — in  fact,  all  the  power  from  Thompson  Falls,  which  after  supplying  its 
share  of  the  Milwaukee  Railroad  load  gets  into  the  main  part  of  our  system — 
is  transmitted  over  the  line  of  the  Chicago,  Milwaukee  &  St.  Paul  Railroad, 
which  we  do  not  owii.  And  even  carrying  the  present  output  at  Thompson 
Falls  that  line  is  seriously  overloaded  and  the  losses  are  tremendously  high 
in  it ;  and  I  would  say  it  is  a  question  even  now  whether  we  should  not,  to  prop- 
erly get  out  the  output  at  Thompson  Falls  into  our  system,  build  an  additional 
line  without  any  additional  load  from  Thompson. 

Now,  our  plan  has  been,  in  order  to  avoid  that  expense — and  that  would  be  a 
very  expensive  line,  on  account  of  its  long  length  and  the  comparatively  small 
amount  of  power  to  be  transmitted,  the  expense  per  kilowatt — it  has  been  our 
plan  to  endeavor  to  rearrange  our  distribution  of  power  so  that  the  Thompson 
Falls  power  will  go  west  into  the  Coeur  d'Alene  district,  under  our  contract 
with  the  Washington  Water  Power  Co.,  whereby  we  sell  them  power  for  three 
mills. 

So  that  I  would  say  that  perhaps  a  better  way  to  set  this  thing  up  to  arrive 
at  the  value  of  that  power  would  be,  instead  of  adding  the  additional  cost  of 
transmission,  which  would  be  very  high,  and  subtracting  that  from  the  7.2  mills, 
to  simply  take  the  flat  figure  of  2  mills — or  3  mills,  rather — from  which  there 
would  have  to  be  very  little  deduction,  as  the  value  of  that  power  plant. 

Question.  I  see.  Now,  do  your  present  transmission  facilities  at  times  carry 
as  high  as  the  amount  that  would  be  carried  by  adding  in  this  43,000,000  kilo- 
watt-hours additional? 

Answer.  Yes ;  we  do  at  times  transmit  that  amount  over  our  present  line ;  so 
that  I  can  say  we  are  able  to  transmit  it  over  our  present  liHes.  But  the  losses 
are  very  heavy  . 

Question.  What  I  was  getting  at  is  that  you  would  not  necessarily  have  to 
add  to  your  present  transmission  facilities  to  carry  this  additional  43,000,000 
kilowatt-hours,  although  from  an  engineering  standpoint  and  a  saving  stand- 
point it  would  be  desirable  to  do  so. 

Answer.  Yes.  We  would  not  have  to  add  to  our  transmission  lines,  but  we 
would  either  have  to  have  large  transmission  losses  or  else  increa.se  our  lines. 

Question.  Well,  it  would  be  spbject  to  some  modification.  Then  we  had 
gotten  to  the  iK)int  of  api)lying  this  profit  of  02.6  per  cent  which  the  system 
realized  on  these  operating  revenues  to  the  $309,630;  and  does  that  reach  a 
figure  of  $193,828? 

Answer.  I  think  .so ;  yes. 

Question.  Now  that,  to  all  intents  and  purposes,  apart  from  these  minor 
deductions  that  we  had  in  mind,  would  be  just  clear  added  profit,  would  it  not, 
to  the  Montana  Power  Co.  sy.stem? 

Answer.  With  some  deductions  which  have  not  yet  bt»en  determined. 

Question.  Yes.  Now,  you  capitalize  that  sum  on  a  6  per  cent  basis,  and  see 
if  it  does  not  come  out  to  be — well,  you  do  it.  I  do  not  know  whether  I  have 
got  my  arithmetic  right. 

Answer.  That  Is  $193,000? 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     4279 


Answer.  Or  divided  by  6  per  cent. 

Question.  Yes.    That  is  the  same  thing. 

Answer.  $3,200,000. 

Question.  Yes,  or  about  three  and  a  quarter  million? 

Answer.  Yes. 

Question.  In  other  words,  that  amount  of  revenue  to  you,  which  would  not 
cost  you  anything  at  all,  would  be  the  equivalent  of  a  capital  sum  at  6  per  cent 
of  three  and  a  quarter  millions? 

Answer.  Figured  in  that  way,  it  is  about  equal  to  the  original  value  of  the 
Thompson  Falls  plant. 

Mr.  Kelly.  And  figures  do  not  lie. 

Mr.  ScATTERGOOD.  Well,  now,  it  is  a  pretty  good  plum  to  drop  into  a  fellow's 
lap,  is  it  not  ? 

Mr.  Kelly.  It  depends  upon  whether  he  can  use  it  or  not. 

By  Mr.  Scattergood: 

Question.  Well,  I  believe  that,  with  Mr.  Kerr's  statement  of  how  hungry  you 
are  for  new  power,  there  is  no  doubt  you  can  use  it? 

Answer.  I  would  say  that  we  could  use  it  to  less  advantage  at  Thompson 
Falls  than  at  any  other  place  in  the  system. 

Question.  Well,  if  you  did  not  get  this  license,  and  Mr.  Wheeler  got  it,  and 
you  would  just  sit  still,  you  would  still  have  that  plum  dropped  into  your  lap? 

Answer.  Approximately  the  same  amount,  I  would  say — if  he  was  able  to  use 
his  own  plant  to  good  advantage. 

Question.  Well,  whether  he  was  able  to  use  his  own  plant  to  good  advantage 
or  no  advantage,  the  water  would  still  come  down  the  river  to  that  storage, 
would  it  not? 

Answer.  What  I  meant  to  imply  was  that  it  would  be  possible  for  Mr. 
Wheeler  to  build  a  plant  and  then  be  seriously  disappointed  in  his  load,  in 
which  case  his  plant  would  not  operate  to  anywhere  near  the  full  capacity,  and 
the  river  would  not  be  regulated  anywhere  near  what  we  figure. 

Question.  Well,  suppose  you  should  get  the  license — and  by  the  way,  I  want 
to  say  right  here,  Mr.  Chairman,  that  in  any  comparisons  that  the  Indian 
Bureau  has  to  make  in  all  of  these  calculations,  between  these  two  applicants, 
it  has  no  bearing  whatsoever  in  any  way,  shape,  or  form  on  any  position  of 
preference.  To  the  Indian  Bureau  it  does  not  matter  which  one  of  these  two 
applicants  is  the  successful  one.  The  thing  that  does  matter  is  to  see  that, 
whichever  one  does  get  it,  the  actualities  of  this  site  are  brought  to  light  and 
the  Indian  is  given  his  proper  share  of  the  result.  My  whole  argument  on 
behalf  of  the  Indian  is  directed  in  that  direction. 

Now,  coming  back  to  that  figure  of  three  and  a  quarter  million  dollars,  that 
is  about  40  per  cent  of  the  entire  capital  cost  of  the  project — $8,000,000? 

Answer.  Very  nearly. 

Question.  In  other  words,  assuming  that  the  Montana  Power  Co.  C(mld  get  its 
financing  done  at  6  i^er  cent — which,  in  view  of  what  Mr,  Kerr  said  the  other 
day,  und(;ubtedly  it  can,  because  it  has  successfully  floated  its  debentures 
among  the  i^eople  of  Montana  at  that  rate — that  would  mean,  would  it  not,  that 
40  per  cent  of  the  entire  cost  of  this  project  would  be  paid  for  on  the  addi- 
tional bonus  revenue  which  you  would  get  from  the  Thompson  Falls  site  alone — 
not  to  speak  of  anything  whatsoever  developed  at  Flathead — that  is  triit>.  is  it 
not? 

Answer.  I  presume  so. 

Question.  Now,  then,  at  8  per  cent  allowed  return,  if  that  is  the  return  under 
the  Montana  commission  practice,  the  return  w^ould  be  what — just  capitalize 
$193,000  at  8  per  cent? 

Answer.  $193,000  captalized  at  8  per  cent  would  be  $2,400,000. 

Question.  Now,  that  is  in  the  neighborhood  of  30  per  cent,  is  it  not,  of  the 
total  or  $8,000,0ao  cost  of  this  project? 

Answer.  Yes. 

Question.  So  that,  even  if  you  take  it  on  the  basis  of  an  allowed  8  per  cent, 
you  would  have  one-third  of  this  capital  cost  taken  care  of  in  the  additional 
revenue  from  Thompson  Falls  alone? 

Mr.  Kelly.  This  is  all  based  on  the  assumption  that  those  figures  are 
representative. 

Mr.  ScATTEKGOOD.  They  are  taken  from  the  company's  report. 

Mr.  Kelly.  I  say,  assuming  that  your  basis  of  figuring  is  correctly  based 
on  that. 
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^[r.  ScATTERGOOD.  I  uiiderstood  that  your  chief  engineer  agreed  to  that.  Is 
that  correct? 

Mr.  Kelly.  He  may  have.    I  did  not  hear  him  do  so. 

Mr.  ScATTERGOOD.  Well,  do  you  recognize  any  errors,  because  we  had  better 
pick  them  up  if  there  are  any  errors? 

Mr.  Kelly.  WelL  I  think  we  had  better  argue  that  out  later. 

By  Mr.  Scattergood: 

Question.  Now,  Mr.  Cochrane,  in  view  of  Exhibit  8,  you  did  not  make  any 
allow^ance  for  this  item,  did  you? 

Answer.  No. 

Question.  Why  did  you  leave  it  out? 

Answer.  I  do  not  think  the  Flathead  project  should  properly  be  credited  with 
the  development  of  power  at  a  site  which  we  now  own  and  operate,  and  which 
Flathead  has  nothing  to  do  with. 

Question.  Except  that  it  increases  its  earnings  by  nearly  $200,000  a  year,  does 
it  not — whether  you  develop  it  or  somebody  else  develops  it,  that  is  a  thing  to 
be  considered,  is  it  not? 

Answer.  As  far  as  that  goes,  the  project  at  Flathead  would  increase  the  earn- 
ings in  the  same  proportion  or  to  the  same  extent  on  all  the  other  plants  which 
anybody  may  build  on  the  Columbia  River. 

Question.  Exactly.  Well,  that  makes  it  all  the  more  important  as  a  key 
project  on  an  enormously  important  scale,  does  it  not? 

Answer.  That  is  not  a  reason  why  we  should  pay  the  Indians  any  more. 

Question.  I  haven't  reached  that  point  yet.  I  understood  you  to  say  once  you 
didn't  believe  in  paying  the  Indians  anything,  didn't  you? 

Answer.  That  is  my  private  opinion. 

Question.  Before  we  get  through  maybe  you  will  be  convinced  that  maybe 
they  ought  to  get  something  more  than  you  say — nothing.  Now,  we  were  talking 
about  this  exhibit  of  yours  not  including  this  figure.  Did  you  have  any  other 
reason  for  leaving  it  out — this  factor  I  mean? 

Answer.  No:  I  thought  that  was  sufl!icient. 

Question.  You  think  the  people  of  Montana,  the  consumers  at  large,  that 
Mr.  Kelly  was  so  much  interested  in.  are  afraid  that  what  goes  to  the  Indians 
might  hurt  their  interests?  Do  you  think  that  they  would  be  interested  in  addi- 
tional earnings  without  any  additional  capital  expenditure  on  the  part  of  the 
Monana  Power  Co.  system? 

.   Answer.  I  think  they  would  be  very  glad  to  be  put  in  a  position  where  we 
could  reduce  the  cost  of  power  to  them. 

Question.  In  other  words,  this  very  factor,  which  is  subject,  of  course,  to  the 
good  judgment  and  the  wisdom  of  the  Montana  Utilities  and  Railway  Commis- 
sion, which  would  have  jurisdiction,  could  be  made  available  in  your  system 
for  a  general  rate  reduction  over  the  State  of  Montana,  could  it  not,  to  that 
extent? 

Answer.  Yes ;  when  you  say  "  to  that  extent." 

Question.  To  some  extent? 

Answer.  To  some  extent. 

Question.  In  other  words,  did  you  leave  it  out  of  your  calculations  because 
you  thought  it  would  be  better  to  soft  pedal  that  feature  of  it  or  did  you  just 
not  think  of  it? 

Answer.  I  thought  of  it  very  definitely.  The  thing  has  always  been  brought 
up,  has  always  been  considered,  that  the  Flathead  development  would  benefit 
Thompson  Falls,  but  I  don't  think  that  that  benefit  to  Tliompson  Falls  is  any- 
thing that  should  be  capitalized  as  accruing  to  the  Flatliead  Tribe  as  a  tribe. 
The  Thompson  Falls  plant  is  a  thing  that  is  built,  and  whoever  develops  the 
Flathead  will  necessarily  operate  the  storage  in  such  a  way  thatthat  benefit 
will  accrue  to  the  plant. 

Question.  All  right.  Then  If  you  are  sitting  under  a  plum  tree  and  some- 
body up  in  the  tree  picks  the  plums  and  drops  them  into  your  lap  you  believe 
In  keeping  all  the  plums,  do  you? 

Answer.  I  think  our  record  of  operations  in  Montana  shows  that  we  have 
i^onslstently  passed  them  on  to  the  public. 

Mr.  Dixon.  I  would  like  to  ask,  just  as  a  suggestion,  suppose  some  person 
outside  of  these  two  applicants  should  in  the  future  develop  Himgry  Horse 
Reservoir,  which  would  grejitly  add  to  the  output  at  Poison  and  Thompson 
both,  to  whom  should  that  unearned  Increment  go;  to  the  Indians  or  to  the 
settlers? 
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Mr.  Bonner.  I  think  I  can  answer  that. 

Mr.  Dixon.  Very  well. 

Mr.  Bonner.  That  comes  under  the  head  of  water  division  of  the  Federal 
power  act.  Any  licensee  lower  down  the  stream  making  beneficial  use  of  the 
storage  above  will  be  required  under  the  act  to  pay  for  the  water  development 
above  a  certain  portion  of  the  fixed  charges  for  carrying  that  development. 
It  is  not  based  entirely  on  the  matter  of  relative  head  to  which  that  storage 
released  is  used,  but  it  is  also  considered  that  allowance  should  be  made  for 
the  relative  importance  of  that  storage  to  the  respective  development. 

Mr.  Dixon.  Then  the  lower  canal  owners  are  assessed  a  percentage  of  the 
•cost? 

Mr.  Bonner.  To  carry  the  fixed  charges  on  the  reservoir  improvements  above. 
For  instance,  if  that  Hungry  Horse  Reservoir  cost,  say,  $5,000,000,  and  resulted 
in  fixed  charges  of  $500,000  a  year,  and  beneficial  use  was  made  equally  between 
the  plant  at  the  base  of  that  dam  and  one  below,  the  Power  Commission  might 
require  the  one  below  to  pay  to  the  upper  owner  $250,000  a  year. 

Mr.  Kelly.  That  is,  provided  the  one  below  is  a  licensee  under  the  jurisdic- 
tion of  the  commission. 

Mr.  Bonner.  That  is  correct.  And  I  might  state  further  that  in  this  case  the 
Thompson  Falls  development  is  entirely  on  the  fee  lands,  no  United  States  lands 
are  involved,  and  therefore  it  doesn't  come  under  that  provision. 

Mr.  Dixon.  So  they  could  eat  their  plum  and  the  fellow  that  developed  the 
Flathead  would  have  to  distribute? 

Mr.  Bonner.  So  far  as  I  know  now. 

Mr.  ScATTERGOOD.  Mr.  Chariman,  your  question  about  somebody  else  develop- 
ing this  just  confirms  what  I  have  been  thinking  in  my  mind  the  deeper  I  go 
into  this  thing.  It  is  just  an  individual  personal  opinion,  and  that  is  that  some- 
body else  might  well  perhaps  be  taken  into  consideration  to  be  the  United 
States  Government.  We  are  well  aware,  of  course,  that  Congress's  policy  so 
far — and  it  seems  to  me  to  be  an  extremely  wise  policy — has  been  simply  to  pre- 
serve these  water  rights,  and  also  to  keep  its  hands  through  these  continuing 
appropriation  bills  on  an  item  that  would  make  it  possible  for  it  to  develop  u 
small  site.  But  if  Congress  in  its  wisdom  had  gone  further,  and  if  it  didn't 
Involve  delay,  endless,  perhaps  on  the  policy,  such  as  we  have  seen  in  the  mat- 
ter of  Muscle  Shoals,  which  would  be  a  terrible  catastrophe  so  far  as  everybody 
in  Montana  is  concerned,  including  the  Indians,  certainly  I  think  before  we  get 
through  with  this  proposition  we  will  see  that  the  Government,  using  4  per  cent 
■or  4%  per  cent  money,  instead  of  8  per  cent  money  that  we  are  talking  of 
allowing  for  here  in  the  return,  could  do  everything  that  either  of  these  appli- 
cants can  do,  and  do  it  a  great  deal  cheaper,  and  deliver  current  to  the  existing 
-Montana  Power  Co.  at  a  very  low  figure,  and  take  care  of  the  Indians  and  take 
•care  of  these  settlers  on  a  very  proper  and  liberal  scale,  both  of  them,  and  also 
thus  benefit  greatly  the  consumers  at  large  over  the  whole  State  of  Montana. 
-Now,  I  am  not  ready  to  suggest  that  thing  to  the  Secretary  of  the  Interior,  al- 
though I  have  no  doubt  that  in  his  wisdom,  in  connection  with  this  case,  the 
thought  will  naturally  occur  to  him,  because  he  is  here  to  protect  the  public 
interest  and  has  been  given  unusual  authority  in  this  particular  case,  as  of 
•course  it  would  involve,  if  he  should  reach  such  a  judgment  as  that,  carrying 
the  matter  back  to  Congress  for  the  supply  of  the  money,  but  I  just  mention 
that  as  something  that  we  might  all  bear  in  mind,  in  view  of  the  fact  that  you 
.raised  the  question  of  somebody  else  doing  it. 

Mr.  Kelly.  Do  you  think  it  would  take  as  long  to  build  it  as  it  did  to  build 
'the  New^ell  Tunnel  site? 

Mr.  ScATTERGOoD.  I  cau't  express  an  opinion.  I  am  so  new  in  the  Government 
myself  that  I  don't  know  much  about  it.  I  just  suggest  that  in  passing  for  what 
it  is  worth. 

Now,  I  think  we  can  drop  the  subject  of  the  Thompson  Falls  and  pass  to  the 
next  subject,  which  is  just  recurring  a  little  bit 

Mr.  Dixon  (interposing).  One  other  thought:  If  there  is  enough  of  these 
power  sites  farther  up  the  stream  to  make  each  fellow  below  contribute  proi)or- 
tionate  to  the  increase  in  his  power,  we  could  build  one  way  up  the  stream  for 
nothing,  couldn't  we? 

Mr,  Russell.  The  matter  of  cost  of  construction  doesn't  enter  into  it.  It  is 
the  cost  of  operating  expenses,  interest  on  investment,  that  they  are  to  share, 
"but  not  cost  of  construction,  as  I  understand  it.  Cost  of  construction  is  wholly 
^pon  the  company  that  is  building  the  plant,  and  the  company  below  benefits, 
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but  it  doesn't  have  to  pay  a  particle  of  the  cost  of  construction ;  it  only  has  to 
contribute  to  the  operating  exi>ense  and  interest  on  investment. 

Mr.  ScATTERGOoD.  This  whole  project,  however,  the  more  we  go  into  It  the 
more  we  will  see  it  is  a  key  to  a  very  important  development,  and  witli  its 
ramifications  of  Hungry  Horse  and  Spotted  Bear,  and  whatever  tliey  are,  and 
then  the  development  down  the  river,  one  and  all,  which  undoubtedly  as  the 
future  years  roll  around  will  be  called  for  in  turn,  would  seem  to  me  to  place 
a  tremendous  significance  on  the  whole  project  in  a  way  that  perhaps  we  have 
not  realized  in  our  past  perspective. 

Mr.  Kerr.  Could  I  ask  a  question,  Mr.  Scattergood? 

Mr.  Scattergood.  Certainly. 

Mr.  Kerr.  What  would  happen  if  a  tunnel  was  built  around  the  Indian  sites 
and  this  water  was  taken  down  there  that  way? 

Mr.  Scattergood.  How  far  would  it  go?     Off  the  reservation? 

Mr.  Kerr.  It  Would  go  off  the  Indian  lands. 

Mr.  Grorud.  It  would  have  to  go  through  the  Indian  lands. 

Mr.  Scattergood.  Now  you  are  getting  out  of  my  depth,  and  I  think  we  will 
leave  that  to  Mr.  Kerr  and  the  lawyers. 

Mr.  Dixon.  That  raises  to  me  a  real  question. 

Mr.  Kelly.  It  has  been  considered. 

Mr.  Dixon.  Because  if  they  tunneled  around  it  wouldn't  go  through  Indian 
lands  to  tap  the  lake. 

Mr.  Russell.  How  long  would  it  be? 

Mr.  Kerr.  It  can  be  done. 

Mr.  Dixon.  I  don't  know  how  long  it  would  be. 

Mr.  Scattergood.  I  don't  know,  and  I  can't  speak  for  Congress,  but  I  have  a 
feeling  that  Congress,  representing  the  people  of  the  United  States,  is  a  just 
body,  and  inasmuch  as  such  a  project  as  tliat  no  doubt  would  have  to  receive 
the  sanction  of  some  governmental  agency  at  least 

Mr.  Dixon  (interposing).  The  Federal  Power  Commission  would  undoubtedly 
have  jurisdiction. 

Mr.  Scattergood  (continuing).  I  have  no  doubt  that  justice  would  reign  and 
that  the  Indian  would  in  some  way  be  protected  from  being  short-circuited. 

Mr.  Kelly.  Unless  the  project  would  require  the  use  of  public  lands,  the  Con- 
gress of  the  United  States  hasn't  anything  to  say  about  the  use  of  the  waters 
of  Montana. 

Mr.  Scattergood.  Well,  Mr.  Chairman,  that  subject  is  not  before  us  at  the 
moment. 

Mr.  Dixon.  It  raises  a  question,  though. 

Mr.  Scattergood.  There  are  a  good  many  questions  liere  that  can  be  raised. 

Question.  Now,  Mr.  Cwhrane,  let  us  get  back  to  small  things.  Yon  the  other 
day  very  kindly  offered  to  put  in  my  hand  a  little  graph  that  you  had  prepared 
about  the  flow  of  the  riveT  and  the  storage  of  the  lake  in  reference  to  the  pro- 
posed use  for  irrigation.  Have  you  got  that  little  graph?  Would  you  submit 
that  as  one  of  your  exhibits? 

Answer.  Yes.     [Producing  a  paper.] 

Mr.  BoNNEK.  Montana  Power  Co.  Exhibit  No.  13.  What  sort  of  a  dasignation 
do  you  make  of  this? 

Mr.  Kelly.  Tliis  is  Mr.  Scattergood's  exhibit.  You  can  designate  it  any  way 
you  want  to. 

Mr.  Bonner.  It  is  not  your  exhibit? 

Mr.  Scattergood.  It  has  been  prepared  by  you. 

The  Witness.  It  is  an  exhibit  I  prepared  as  a  study  for  my  own  purixises. 
If  you  want  to  submit  it,  it  is  all  right. 

Mr.  Scattf^mjood.  All  right.     I  don't  cafe  how  you  designate  it. 

Mr.  BoNNEK.  That  will  be  "  Oflice  of  Indian  Affairs  Exhibit  No.  1." 

Mr.  Scattergood.  I  .suggest  that  you  start  with  zero,  because  we  have  already 
got  ours  numbered  1.  2,  3,  4.    Can  we  do  that  without  violating  the  practice? 

Mr.  Henshaw.  You  haven't  submitted  any  exhibits  yet. 

Mr.  Scaitercjood.  I  have  some  in  mind  ;  some  other  exhibits.  They  ate  already 
numl>ered.    We  could  change  them. 

Mr.  Bonner.  Have  you  got  the  last  number? 

Mr.  ScATTEROOOD.  Yes.    No.  6  is  my  last  exhibit. 

Mr.  Bonner.  Then  this  will  be  No.  7.  What  is  the  title  of  that,  Mr.  S.iiicr- 
good? 

The  Witness.  Lake  levels  and  river  How.  FImiIickI  L-ikc.  1929. 
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By  Mr.  Scattf:rgood  : 

Question.  Now.  Mr.  Cochrane,  you  have  heard  a  good  dt'al  of  discussion  about 
this  13,(K)0-horsepower  item  and  whether  it  is  primary  power  or  secondary 
power. 

Answer.  Fifteen  thousand  horsepower  fol*  the  reclamation  project? 

Question.  Yes.    You  have  heard  a  good  deal  said  about  that? 

Answer.  Yes. 

Question.  Have  you  any  desire  to  modify  your  view  and  calculation  that  this 
is  altogether  primary  power? 

Mr.  Kelly.  I  don't  think  he  has  ever  expressed  a  view  that  it  was  all  pri- 
mary power. 

Mr.  ScATTEKGOOD.  He  calculated  his  cost,  did  you  not,  of  a  dollar  a  horse- 
power on  the  basis  of  it  being  entirely  primary  power,  subject  to  the  use  factors 
that  you  utilized? 

Answer.  In  all  the  calculations  I  have  made  I  have  assumed  that  50  per  cent 
of  the  power  which  would  be  used  for  irrigation  was  secondary  power. 

By  Mr.  Scattergood  : 

Question.  But  in  your  calculations  leading  up  to  the  dollar  a  horsepower,  that 
it  would  cost  the  company  $68,000  a  year,  wasn't  that  based  on  the  fact  that 
you  had  to  make  allowances  for  nothing  but  primary  power? 

Answer.  No;  that  included  50  per  cent  of  all  the  irrigation  power  as  being 
secondary,  and  nothing  charged  to  the  kilowatt-hour  element  of  cost. 

Question.  Now,  Mr.  Cochrane,  we  will  pass  to  another  subject.  I  notice  in 
the  annual  ,report  of  the  Montana  Power  Co.  system  and  subsidiaries  for  1926 
that  the  following  companies  are  listed  under  the  bracket  "  including  Montana 
Power  Co." :  Great  Falls  Power  Co.,  Thompson  Falls  Power  Co.,  Deer  Lodge 
Electric  Co.,  Montana  Reservoir  &  Irrigation  Co.,  Great  Falls  Water  Power  & 
Townsite  Co.    Is  that  correct  at  the  present  time?    Is  that  a  correct  list? 

Answer.  I  think  not,  but  I  can't  tell  you  exactly  how  many  of  those  com- 
panies are  separate  and  how  many  now  form  the  Montana  Power  Co.  Perhaps 
Mr.  Kelly  or  Mr.  Kerr  can. 

Mr.  Keeb.  I  will  tell  you  if  you  want  to  know.  The  Great  Falls,  Thompson 
Falls,  and  Deer  Lodge  have  been  merged. 

Mr.  Scattergood.  By  the  way,  I  didn't  expect  to  go  into  that,  but  in  the 
merging  was  there  any  change  in  capitalization  ? 

Mr.  Kerr.  No. 

Mr.  ScATTEHiGOOD.  They  were  just  the  same  before  and  after? 

Mr.  Kerr.  Would  this  be  a  change  in  capitalization,  a  division  of  the  common 
stock,  a  further  division  of  the  common  stock? 

Mr.  Scattergood.  Was  that  the  time  the  stock  dividend  was  made?  Was  that 
made  in  connection  with  this  combination? 

Mr.  Kerr.  The  fact  is  this:  They  were  originally  500,000,  in  round  figures, 
common  shares  of  the  Montana  Power  Co.,  and  they  were  divided  by — they  were 
multiplied  by  five. 

Mr.  Scattergood.  At  the  time  of  this  combination? 

Mr.  Kerr.  Yes. 

Mr.  Scattergood.  And  was  there  a  par  value  before? 

Mr.  Kerr.  There  was  a  par  value  before,  and  there  is  none  now. 

By  Mr.  Scattergood  : 

Question.  Well,  we  won't  go  into  that  phase  of  it  any  further,  but  I  wanted 
to  ask  whether  these  companies  are  any  of  them  operating  companies?  For 
instance,  is  the  Great  Falls  Power  Co.  an  operating  company? 

Answer.  It  was ;  yes. 

Question.  But  it  is  now  merged? 

Answer.  Yes. 

Question.  Was  the  Thompson  Falls  Power  Co.  an  operating  company? 

Answer.  Yes. 

Question.  And  it  is  merged  now? 

Answer.  Yes. 

Question.  How^  about  the  Deer  Lodge  Electric  Co.? 

Answer.  The  same  for  it. 

Question.  It  is  now  merged? 

Answer.  Yes.    And  it  was  an  operating  company.    It  had  no  power  plants. 
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Question.  How  about  the  Great  Falls  Water  Power  &  Townsite?  Is  that 
merged  or  still  independent? 

Mr.  Keer.  I  think  that  is  still  independent.    I  am  quite  sure  it  is. 
Mr.  ScATTERGOOD.  And  the  Mountain  Reservoir  &  Irrigation? 
Mr.  Kerr.  Still  independent. 

By  Mr.  Scatteegood: 

Question.  At  the  present  time,  then,  there  is  just  a  ruerger  of  all  the  operat- 
ing companies? 

Answer.  Yes. 

Question.  Before  the  time  of  the  merger,  did  one  of  these  operating  com- 
panies sell  power — one  or  the  other  of  the  operating  companies  sell  power  to- 
the  Montana  Power  Co.? 

Answer.  I  think  they  both  did,  except  the  Deer  Lodge  Electric. 

Question.  Can  you  tell  us  the  price  at  which  that  current  was  delivered  in 
these  intercompany  transactions? 

Answ^er.  I  think  that  was  half  a  cent  per  kilowatt-hour. 

Mr.  Kerr.  That  was  the  common  interchange.  It  must  be  carried  on  the 
books,  and  5  mills  is  the  interchange, 

Mr.  Scattergood.  Now,  I  won't  ask  you  at  this  time,  but  I  would  like  to  ask 
later  Mr.  Kerr's  judgment  as  to  whether  that  is — his  judgment  about  whether 
that  is  a  fair  wholesale  market  price  to-day,  but  I  will  not  ask  him  that  now, 
nor  you  either.    Just  let  him  be  thinking  about  it. 

Question.  Passing  from  that,  now,  I  just  want  to  ask  you  one  broad  question 
about  the  Flathead.  Suppose  Flathead  is  developed,  do  you  expect  that  the 
power  arising  from  it  can  be  thrown  into  the  Montana  Power  Co.'s  system  so 
that  it  can  be  treated  just  the  same  as  if  it  were  coming  from  any  of  the  other 
plants  already  existing?  So  far,  I  mean,  as  the  general  price  realizable  is 
concerned. 

Answer.  I  think  so. 

Question.  In  other  words,  we  would  be  perfectly  safe  in  considering  that 
this  additional  power  could  bring  the  average  selling  price  of  7.2  mills  that 
prevailed  in  1928? 

Answer.  Our  records  show  that  the  cost  of  power  in  the  Montana  Power 
Co.'s  system  over  a  period  of  years  has  decreased,  and  by  the  time  Flathead 
is  built,  and  during  the  period  of  its  operation,  it  is  to  be  expected  that  it. 
will  decrease  still  further,  whether  Flathead  is  built  or  the  power  supplied 
from  other  sources.    So  I  think  that  would  be  a  rather  high  fee. 

Question.  In  other  words,  there  is  a  general  lowering  of  your  scale  on  a 
gradual  trend? 

Answer.  Yes. 

Question.  And  probably,  as  far  as  Flathead  is  concerned,  there  would  not  be- 
any particular  change?    It  would  just  go  into  the  general  system? 

Answer.  And  we  can't  say  for  sure  whether  the  major  trend  of  our  develop- 
ment will  be  in  the  direction  of  large  blocks  of  power,  which  must  be  sold  at 
a  low  rate,  such  as  in  the  production  of  zinc,  or  whether  it  will  more  tend 
to  diversified  business  with  greater  cost  for  distribution  and  will  bring  a  higher 
price. 

Question.  Well,  I  didn't  mean  to ;  that  is  perhaps  as  fair  an  assumption  as  any^ 
that  it  will  be  used  the  same  as  other  power  will  be  used,  and  distributed  in 
the  same  proportion  for  various  purposes. 

Likewise,  would  the  Flathead  i)ower  site  be  at  least  on  a  par,  if  not  better, 
for  generating  purposes  with  the  other  sites? 

Answer.  Well,  as  regards  the  other  sites,  it  is  somewhat  at  a  disadvantage, 
because  even  before  we  can  get  that  power  to  a  point  where  it  could  be  further 
transmitted  and  distributed  it  must  be  transmitted  140  miles;  whereas  our 
other  plants  are  situated  nearer  to  our  center  of  consumption. 

I  might  say  that  some  study  that  we  made  some  time  ago  showed  that  the 
weighted  average  distance  to  which  all  our  present  power  is  transmitted  was 
80  miles,  whereas  there  will  be  from  the  Flathead  a  transmission  of  all  the 
power  140  miles,  and  then  some  further  distribution  before  it  reaches  the 
customers  after  that. 

Question.  Well,  if  the  Flathead  power- 

Answer.  So  it  is  hardly  on  an  equal  basis  with  our  other  plants,  so  far  as 
cost  goes. 

Question.  If  Flathead  power  is  shot  into  the  hook-up  on  the  west,  the  distance 
would  not  be  as  much  as  140  miles,  would  It? 
Answer.  Well,  It  would  be  considerably  farther  there. 
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Question.  I  mean  to  hook  up  into  the  bus  bars  of  the  railway  line,  the  Mil- 
waukee Railway  line,  and  so  you  would  connect  into  Thompson  Falls  and  that 
western  group  of  plants? 

Answer.  I  might  say  that  Thompson  Falls  is  in  an  advantageous  position 
there,  because  it  can  supply  power  west  with  a  shorter  transmission  than  it 
can  east,  but  the  amount  of  power  which  is  to  be  supplied  within  a  short  dis- 
tance of  Thompson  Falls  can  be  all  supplied  by  Thompson  Falls.  Now,  if  you 
put  additional  power  in  there  from  Flathead  with  the  expectation  that  it  will 
go  west,  it  may  go  as  far  as  Spokane,  or  something  like  that,  before  it  strikes 
any  important  load  center. 

Question.  I  was  just  taking  up  what  you  suggested  a  little  while  ago  as  to 
what  you  thought  might  be  done  with  additional  power  at  Thompson  Falls,  and 
I  surmised  then  that  if  you  made  the  connection  from  Flathead  in  that  direc- 
tion it  would  not  be  as  long  a  distance  as  it  would  to  the  present  center  of 
power.    But  that  is  neither  here  nor  there.    It  is  a  small  point.    The  point  is 

Answer.  It  is  a  very  complicated  thing  to  analyze  the  flow  of  power  one 
way  or  the  other  and  reach  a  conclusion.  I  can  hardly  do  it  Jiere  in  the 
witness  chair. 

Question.  Now,  Mr.  Cochrane,  let  us  come  back  to  your  own  exhibits 
No.  8  and  No.  11.  There  are  a  few  questions  that  I  want  to  ask  you  about 
them.  First,  get  No.  8,  which  is  your  comparative  statement  of  applicant — 
I  suppose  you  mean  "  of  applicants,"  because  it  is  divided  in  the  first  top 
half  of  Wheeler's  figures  and  the  bottom  half  the  Rocky  Mountain  Power  Co.'s 
figures.  As  I  stated  before,  the  Indians  have  no  interest  in  making  the  com- 
parison because  that  can  well  be  done  by  the  commission  and  by  the  Secretary 
of  the  Interior,  but  I  would  like  to  have  you  throw  some  light  on  some  of 
the  Rocky  Mountain  Power  Co.'s  estimates. 

In  the  first  place,  for  the  purpose  of  the  record,  the  return  $1,216,280  ought 
to  read  "  $1,215,680 " — just  a  small  difference  of  a  thousand  dollars  there, 
because  on  one  of  your  other  similar  exhibits  the  proper  figure  was  stated, 
and  there  evidently  was  a  typographical  error,  as  you  will  see  by  adding  it  up. 

Mr.  Kelly.  That  is  correct ;  2.15  is  the  figure. 

By  Mr.  Scattergood: 

Question.  Now,  you  have  a  figure  of  $63,000  set  down  for  operating  expenses 
and  a  similar  figure  of  $63,000  for  overhead  expenses.  Just  for  the  purpose 
of  information,  how  did  you  determine  those  figures? 

Answer.  The  operating  expenses  were  estimated  from  our  records  of  operat- 
ing expenses  of  present  plants  on  the  Montana  Power  Co.'s  system. 

Question.  In  other  words,  they  are  actual  dollars  and  cents  estimates  and 
not  based  on  any  percentage  of  the  cost  of  this  project? 

Answer.  They  are  not  a  percentage  of  the  cost ;  no. 

Question.  I  notice  they  are  very  reasonable  estimates  and  beyond  all  criticism. 
They  indicate  very  cheap  management,  it  seems  to  me.  One  of  them  shows 
operating  expenses  of  eight-tenths  of  1  per  cent  on  the  $7,947,000  estimated 
cost,  and  it  is  quite  often  the  case,  is  it  not,  in  similar  estimates  to  use  the 
round  figure  of  2  per  cent  for  operating  and  overhead  expenses? 

Answer.  I  presume  so. 

Question.  So  that  these  are  reasonable  figures.  I  was  just  interested  in 
noticing  how  you  get  them,  because  they  are  not  calculated  on  a  percentage 
basis,  while  the  others  are. 

Now,  the  next  item — I  just  want  to  ask  this:  Did  you  include  in  this  item 
of  overhead  expense  any  allowance  for  the  Electric  Bond  &  Share  charge,  if 
ever  one  is  made? 

Answer,  No. 

Question.  You  didn't  put  that  in?  In  other  words,  there  would  have  to  be 
a  slight  addition  for  that? 

Mr.  Kfxly.  Charge  for  what? 

Mr.  Scattergood.  For  operating. 

Mr.  Kerb.  It  doesn't  operate. 

Mr.  Kelly.  They  don't  operate  anybody's  plants  that  I  know  of. 

Mr.  Scattergood.  I  was  just  trying  to  get  light  on  whether  or  not  it  was  con- 
templated that  there  would  be  an  operating  charge  made  by  the  Rocky  Moun- 
tain Power  Co.  that  would  carry  through  to  the  Electric  Bond  &  Share  Co... 
similar,  I  mean,  to  the  4  per  cent  on  gross  that  is  collected  by  the  A.  T.  «fc  T. 
system. 

Mr.  Kerb.  No. 

Mr.   Scattergood.  You  won't  be  subject  to  that  overhead  charge? 
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Mr.  Kelly.  No.  You  might  as  well  ask  if  the  A.  T.  and  T.  system  is  going 
to  get  something  for  operating  this  plant. 

Mr.  ScATTERGooD.  I  am  glad  to  know  that.  But  I  know  the  A.  T.  and  T. 
sj'stem  does  exact  from  its  operating  companies  an  overhead  charge,  and  I 
wondered  whether  that  was  contemplated  by  the  Electric  Bond  &  Share  Co.  in 
its  oversight  of  all  of  its  subsidiaries. 

Mr.  Kelly.  They  may  contemplate  it,  but  we  don't. 

Mr.  ScATTEBGOOD.  That's  good.  That  will  save  just  so  much  to  the  rate  payers 
of  Montana. 

Now,  when  it  comes  to  the  question  of  depreciation  and  obsolescence  we  have 
already  discussed  that  a  little  bit,  and  when  we  look  into  your  reports  we  will 
revert  to  that.    I  won't  take  it  up  at  the  moment. 

Question.  One  other  item.  On  that  sheet  at  the  bottom  you  have  an  allow- 
ance of  51/j  per  cent  interest,  $423,867.  Now,  I  surmise  that  you  calculated  that 
upon  the  entire  projected  development  cost,  $7,947,500,  didn't  you? 

Answer.  Yes. 

Question.  Is  it  possible  to  finance  a  project  of  this  sort  entirely  on  bonds  at 
5ys  per  cent? 

Answer.  No. 

Question.  Then  this  is  just  a  hypothetical  item,  is  it? 

Answer.  That  item  was  really  arrived  at  by  assuming  that  we  could  properly 
charge  it  to  get  our  selling  cost. 

Mr.  Kerr.  Mr.  Cochrane  is  not  able  to  testify,  because  it  is  a  fact  that  we 
can  bond  100  per  cent. 

By  Mr.  Scattebgood: 

Question.  Then  if  you  bond  at  100  per  cent  what  other  securities  would  you 
have,  Mr.  Cochrane,  or  would  you  prefer  that  I  ask  these  questions  of  Mr. 
Kerr? 

Answer.  I  would  just  as  leave  have  you  ask  them  of  Mr.  Kerr. 

Question.  All  right.  I  will  be  very  glad  to  give  Mr.  Kerr  a  little  opportunity 
later  on. 

Now,  Mr.  Cochrane,  when  you  came  to  this  hearing  you  didn't  have  prepared 
in  advance  any  set-up  of  earnings,  such  as  this  one  which  you  later  furnished. 
No.  8?    You  didn't  have  any  when  you  first  came  here,  did  you? 

Answer.  Not  in  that  form;  no. 

Question.  And  you  didn't  think  it  would  be  necessary,  did  you? 

Answer.  I  didn't  know  exactly  what  would  be  necessary. 

Question.  You  thought  that  this  hearing  was  just  simply  going  to  be  an 
engineering  proposition  between  the  two  applicants,  didn't  you? 

Answer.  I  really  didn't  have  much  notion  how  far  it  would  go  or  what 
details  it  would  take  up. 

Question.  Do  you  realize  that  when  it  comes  to  regulation  the  accounting 
end  of  regulation  is  just  as  important  as  the  engineering  end? 

Answer.  I  am  commencing  to  suspect  it  may  be  more  important.  I  don't 
know. 

Question.  Well,  you  didn't  have  any  statement  prepared  to  present? 

Answer.  No.  ♦ 

Question.  And  you  never  thought  of  it  until  the  Indian  Office  asked  for  Mr. 
Wheeler's  statement  on  site  No.  1,  and  the  request  was  made  that  you  set  up 
your  statement  likewise?    That  was  the  first  you  thought  of  it? 

Answer.  I  wouldn't  say  I  never  thought  of  it  before.  I  have  thought  a  great 
many  things,  but  I  hadn't  prepared  it. 

Question.  Well,  then,  you  approached  the  subject  frt)m  the  standpoint  of  an 
attack  on  the  other  applicant,  didn't  you? 

Answer.  The  standpoint  of  what? 

Questionf.  Of  a  breaking  down  of  Mr.  Wheeler's  set-up? 

Answer.  I  wouldn't  say  that  exactly. 

Question.  Well,  you  made  comparative  statements  that  lead  up  to  the  con- 
clusion that  Mr.  Wheeler's  figure  of  $15  a  horsepower  was  impossible,  as  you 
calculated  it. 

Answer.  I  always  thought  that  ever  since  I  heard  that  figure. 

Question.  And  you  were  preparing  your  exhibit  to  demonstrate  that,  were 
you  not? 

Answer.  To  demonstrate  it;  yes,  sir. 

Question.  In  other  words,  that  was  the  standi)oint  that  you  approached  it 
from? 
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Answer.  None  of  the  figures  that  we  had  made  formerly  in  our  own  office 
estimating  what  might  be  done  with  this  site  indicated  that  $15  is  a  reason- 
able figure,  and  I  was  almost  astounded  when  I  first  heard  it  here  at  this 
hearing. 

Question.  Now,  you  set  out  modifications  on  Mr.  Wheeler's  calculations  that 
led  you  to  conclude  that  the  cheapest,  the  lowest  figure  that  you  felt  was  possible 
to  use  safely  was  $17  a  horsepower,  wasn't  It? 

Answer.  I  think  $18. 

Question.  It  was  $17,  including  the  dollar  to  the  Indians,  but  excluding  the 
dollar  to  the  settlers? 

Answer.  Yes. 

Question.  $17.  Now,  you  calculated  that — in  calculating  that  you  included 
an  item  of  8  per  cent  allowed  return  on  the  figures  for  development  that  were 
in  your  application,  did  you  not? 

Answer.  Yes. 

Question.  In  other  words,  you  figured  8  per  cent  run  on  $7,455,400;  no,  that 
was  not  the  figure. 

Answer.  $7,900,000  and  something. 

Question.  I  will  change  that.  The  figure  that  you  had  in  your  application 
for  the  development  cost  was  $7,416,600? 

Answer.  Yes. 

Question.  Now,  you  were  taking  8  per  cent  on  that  figure,  were  you  not, 
when  you  led  up  to  your  $17  cost? 

Answer.  No ;  $7,900,000.  That  was  a  later  estimate  put  in  as  a  supplementary 
exhibit  to  Major  Butler's,  and  included  some  so-called  "  development  cost," 
and  I  have  used  that  inasmuch  as  I  had  made  a  previous  estimate  to  him  on 
what  could  be  done  here  on  that  basis,  and  I  thought  it  would  be  better  to  use 
the  later  revised  figures  for  consistency's  sake. 

Question.  You  had  not,  previous  to  this  time,  submitted  any  modification  of 
those  application  figures,  had  you? 

Answer.  In  the  supplementary  information  asked  for  by  Major  Butler,  yes. 

Question.  And  that  is  filed  here? 

Answer.  This  commission  has  that ;  yes. 

Question.  I  haven't  been  able  to  see  that,  so  you  will  pardon  me  for  having 
missed  that.  Did  Major  Butler  suggest  that  item  called  "  development  cost " 
of  $492,100? 

Answer.  Not  directly;  no.  That  was  brought  into  the  picture  by  his  request 
that  we  make  comparative  estimates  on  developing  a  certain  amount  of  horse- 
power with  10-feet  storage,  and  an  additional  amount  of  horsepower  with  more 
storage,  and  still  a  third  development  with  still  more,  to  find  out  what  he  called 
the  economic  capacity  of  the  site  or  the  economic  point  to  which  the  site  should 
be  developed ;  and  in  order  to  make  a  comparison  of  those  developments  of  differ- 
ent sizes  it  was  necessary,  in  order  to  put  them  on  a  comparable  basis,  to  allow 
for  the  fact  that  the  larger  the  development  which  was  made  the  longer  time 
would  elapse  before  it  could  be  entirely  used.  So  to  each  of  the  original  expendi- 
tures on  the  investment  was  added  fixed  charges  on  the  investment  or  that  part 
of  it  which  would  remain  unused  up  to  the  time  when  a  fair  return  could  be 
made  on  all  of  it,  and  it  was  that  figure  that  I  used,  which  was  the  smallest 
development  of  the  several  considered. 

Question.  Did  Major  Butler's  suggestions  involve  further  construction  cost 
than  you  had  previously'  estimated? 

Answer.  Well,  if  we  should  adopt  in  our  application  a  larger  development 
with  more  storage  than  we  now  have  applied  for  it  would  involve  additional 
cost ;  yes. 

Question,  What  were  the  additional  features  that  brought  about  greater 
storage? 

Answer.  More  expense  on  account  of  land  damages  in  case  the  water  raised ; 
more  expense  for  dredging  out  the  river  channel  in  case  it  was  lowered.  And 
in  either  event  more  cost  for  tunnels  and  power  house,  tail  race,  and  power 
house  equipment. 

Question.  Now,  let  us  take  those  items  up  on  land  damage.  I  notice  in  your 
application  it  is  $500,000,  and  the  later  figure  was  not  more,  but  was  less, 
$424,100.     Does  that  comport  with  what  you  have  just  said? 

Mr.  Kelly.  I  think  that  was  explained  the  other  day,  Mr.  Scattergood. 
26465— 30— PT 10 65 
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Question.  That  was  explained? 

Answer.  Are  you  talking  about  two  figures  for  land  damages  now? 

Question.  Yes.  You  mentioned  these  additional  items  of  increased  construc- 
tion cost  that  came  out  of  Major  Butler's  suggestions,  and  I  asked  you  what 
they  were,  and  the  first  one  you  mentioned  is  land  damages,  and  I  notice  that 
instead  of  land  damages  being  more  it  is  about  $66,000  less.  I  wondered  how 
you  reconciled  it. 

Answer.  I  don't  think  you  are  comparing  the  figures,  the  same  figivies,  that 
I  am  talking  about. 

Question.  Now  I  wish  you  would  straighten  me  out,  then.  I  have  made — I 
have  put  in  parallel  columns  of  figures  contained  in  your  application,  which 
total  $7,416,600,  and  the  figures  contained  in  your  revised  estimate,  and  con- 
tained in  your  exhibit  No.  11,  totaling,  with  this  development  item,  $7,947,500, 
and  I  notice  that  without  the  $492,100  there  is  an  increase  of  only  about  $38,000. 

Answer.  I  remember  two  figures  were  used  as  the  measure  of  cost  o'  land 
damages  and  percentage  of  land-flowage  rights,  and  so  on,  which  in  our  earlier 
figures  were  taken  at  the  round  figure  of  $500,000.  I  think  later,  after  we 
had  been  able  to  obtain  a  more  detailed  estimate  of  that  cost,  it  was  reduced. 
But  both  those  apply  to  the  same  amount  of  elevation,  2,893,  whereas,  to  go  to 
2,896,  or  higher,  would  be  a  very  much  higher  figure.     It  ran  up  above  a  million. 

Question.  But  Major  Butler  didn't  suggest  that,  did  he? 

Answer.  Didn't  suggest  what? 

Question.  Going  to  a  so  much  higher  level. 

Answer.  Yes;  he  wanted  us  to  figure  up  to  2,896,  and  I  think — no;  I  don't 
think  higher  than  2,896. 

Question.  That  is  not  material.  I  don't  care  to  pick  these  figures  to  pieces, 
because  I  think  your  estimate — you  know  more  about  them  than  anybody  else, 
and  all  I  wanted  to  point  out  was  that  with  a  few  changes  in  six  or  seven 
items,  some  up  and  some  down,  there  is  a  considerable  reduction  in  the  interest 
during  construction,  which  is  $915,000  in  the  new  figure  as  against  $950,600  in 
the  old  figure.  Now,  a  moment  ago  you  were  saying  that  on  account  of  Major 
Butler's  suggestions  there  would  be  additional  construction,  which  I  take  it 
means  incidentally  more  interest  during  construction. 

Answer.  I  don't  believe  you  get  my  point.  Major  Butler's  suggestion  was 
this:  He  thought  the  matter  had  not  been  sufficiently  gone  into  to  establish 
the  fact  of  whether  or  not  10  feet  of  storage  produced  the  most  economical 
method  of  developing  this  site.  He  thought  we  should  consider,  in  addition 
to  that,  the  possibility  of  a  larger  development,  first  by  raising  the  water  to  a 
higher  elevation,  and  thereby  getting  more  storage.  That  would  be,  we  will 
say,  one  alternative. 

Second,  by  lowering  the  water  and  getting  more  storage.  That  would  be  the 
second  alternative. 

Then  the  combination  of  lowering  it  and  raising  it,  which  would  be  still  an- 
other alternative.  And,  to  make  a  comparison  between  these  various  alterna- 
tives to  see  which  one  would  be  the  most  economical  per  horsepower  develop^ 
ment,  taken  in  consideration  with  the  total  amount  of  power  available,  to  de- 
termine to  what  extent  this  site  should  be  developed  in  horsepower.  It  was  not 
a  matter  of  estimating,  first,  how  much  it  would  cost  to  make  this  development 
according  to  a  certain  plan,  and  later  how  much  it  would  cost  to  change  it, 
but  to  plan  for  larger  development  from  the  beginning. 

Question.  I  am  not  interested  in  going  into  the  details  of  anything  except  that 
I  don't  understand  yet  the  connection  of  Major  Butler's  suggestions  wiih  this 
development  rental  cost  of  $492,100,  which  you  associated  with  him  a  moment 
ago. 

Mr.  Kelly.  Mr.  Scattergood,  does  it  make  any  difference  with  whom  you 
associate  that?  Isn't  it  finally  a  question  to  determine  whether  or  not  that  is 
sound  or  is  not  sound?    What  difference  does  it  make  who  suggested  it? 

Mr.  Scattergood.  That  is  a  perfectly  proper  question.  It  doesn't  make  any 
difference  which,  except  what  I  was  trying  to  get  at  was  the  origin  and  time 
of  the  in.sertion  of  this  item  of  $492,100. 

Mr.  Kelly.  For  what  purpose? 

Mr.  SoATTEBGOOD.  Well,  I  was  just  bringing  It  in,  in  discussion  of  these 
schedules. 

Mr.  Kelly.  Does  it  make  any  difference  who  originated  them  in  judging 
whether  they  are  right  or  wrong? 
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Mr.  ScATTERGOOD.  What  I  wanted  to  know  was  the  way  in  which  these  were 
built  up  and  the  way  and  the  time  in  which  it  was  inserted,  it  sei  ms  to  me  is 
important  to  my  argument. 

Answer,  Well,  you  want  to  have  explained  why  there  is  one  figure  of  $500,000 
and  one  of  four  hundred  and  some  odd? 

By  Mr.  Scattebqood  : 

Question,  No ;  there  was  no  item  in  your  original  application  for  this  de- 
velopment cost,  but  in  the  revised  figures  that  turned  up  in  Schedule  11,  there 
is  this  item  of  $492,100,  and  I  wanted  to  ask  when  that  came  to  be  inserted. 
Was  that  item  in  the  revised  statement  that  you  sent  to  the  Federal  Power  Com- 
mission before  these  hearings  began? 

Answer.  It  was  in  an  estimate,  a  revised  estimate  of  the  cost. 

Mr.  Kelly.  The  record  will  show  that.    Have  you  got  that? 

Mr,  Henshaw.  If  it  please  the  commission,  I  think  I  can  verify  that. 

Mr.  ScATTEEGOOD.  That  will  be  fine  if  you  can. 

Mr,  Henshaw.  On  May  16,  1928,  the  then  executive  secretary  addressed  a 
letter  to  tlie  Rocky  Mountain  Power  Co.  in  which  they  were  requested  to  fur- 
nish certain  additional  information  to  complete  the  application  for  license  which 
had  been  filed  by  that  company  some  two  months  previously.  This  letter  re- 
quested a  lot  of  things,  including  the  contour  map  which  was  afterwards  made, 
Studies  of  under-water  contours,  fluctuations,  levels  at  the  two  ends  of  the  lake, 
certain  levels,  but  the  one  that  we  are  concerned  with  is  that 'which  requested 
the  determination  of  the  economic  upper  limit  of  elevation  to  which  water 
should  be  stored  in  Flathead  Lake,  and  the  next  one  is  the  determination  of 
the  economic  lower  limit.  I  will  not  read  the  whole  paragraph,  I  don't  think 
it  is  necessary.  Pursuant  to  this  request,  and  after  investigations  which  had 
been  made  under  the  general  direction  of  Major  Butler  as  field  representative 
of  the  commission,  and  upon  suggestions  also  from  the  oflSice  of  the  executive 
secretary,  there  was  submitted  by  the  Rocky  Mountain  Power  Co.  a  report  which 
had  been  prepared  by  Charles  T.  Maine  (Inc.),  and  which  was  received  in  our 
office  sometime  in  December.  1928.  In  pursuance  of  the  portion  of  our  request 
which  dealt  with  the  economic  elevations  of  the  lake,  they  presented  a  table 
in  which  there  are  given  comparative  cost  estimates  for  nine  alternative  de- 
velopments, designated  1-A,  2-A — 1,  2,  3,  1-A,  2-A,  3-A,  and  so  forth. 

In  order  to  make  the  costs  on  the  basis  of  these  comparisons  comparable,  as 
Mr.  Cochrane  has  said,  there  was  included  an  item  of  development  cost  which 
included,  as  I  understand  it,  the  interest  on  idle  investment  during  the  first 
few  years  of  operation  of  the  plant. 

Mr,  ScATTERGOOD.  How  much  was  that  item? 

Mr.  Henshaw.  That  item  in  the  case  of  project  1,  which  is  essentially  the 
one  which  is  adopted,  the  item  was  $492,000.  The  amount  that  appears  in  that 
tabulation. 

Mr.  Kelly.  When  was  that  filed  here,  Mr,  Henshaw? 

Mr.  Henshaw.  Well,  I  hold  in  my  hand  the  copy  which  was  received  with 
Major  Butler's  report  in  July,  1929,  but  it  was  received,  a  previous  copy  was 
received  in  this  ofiice  in  December,  1928. 

Mr.  Kelly.  A  year  ago. 

Mr.  Scattergood.  Not  having  been  aware  of  that,  I  am  sorry  I  took  the  time 
of  the  commission  to  go  into  it,  but  I  had  been  laboring  under  the  impression 
that  it  had  been  presented  at  this  hearing  the  first  time. 

Mr.  Henshaw.  Just  as  a  matter  of  information,  case  2,  which  involved  13 
feet  storage  between  2896  and  2883,  the  development  cost  was  $1,204,000.  For 
the  next — well,  let  us  take  another  one,  case  1-B,  which  involves  the  regulation 
between  2893  and  2875,  a  development  cost  of  $2,409,000. 

Mr.  Scatteegood.  I  am  perfectly  satisfied  now,  from  Mr.  Russell's  cross-exam- 
ination, as  I  understand  it  this  item  probably  would  not  be  allowed  in  a  set-up 
of  the  base  4  recapture,  unless  the  amount  of  interest  is  actually  paid.  But 
that  is  a  question  of  law  and  one  for  the  interpretation  of  the  commission. 

Mr,  Forbes.  May  I  ask  a  question  right  there?  You  refer  to  one  cost  at 
$1,200,000.     How  much  of  that  was  interest? 

Mr.  Henshaw.  As  I  understand  it,  this  development  cost  is  all  of  it  interest 
on  unusued  capital,  unused  on  account  of  the  development  of  the  market  during 
the  early  period  of  operation  of  the  plant. 
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Mr.  ScATTERGOOD.  Isn't  it  interest,  rather,  if  you  will  allow  me,  Mr.  Henshaw, 
you  used  the  capital  but  it  has  not  been  secured  because  of  the  delay  in  return? 
Mr.  B0NNE31.  Interest  on  idle  equipment. 
Mr.  Henshaw.  Idle  equipment. 

By  Mr.  Scattergood  : 

Question.  Now,  we  will  let  that  pass.  Mr.  Cochrane,  I  would  like  to  just 
call  attention  in  passing  to  something  that  Mr.  King  called  attention  to  the 
other  day,  and  show  to  me  in  your  Exhibit  No.  8,  where  you  allow  depreciation, 
and  so  forth,  2  per  cent  on  the  total  sum  of  $7,947,500.  Would  there  be  any 
depreciation  on  the  item  of  preliminary  survey  and  borings? 

Answer.  I  think  not. 

Question.  Would  there  be  any  depreciation  on  the  item  of  land  and  damages, 
$424,100? 

Answer.  I  think  not. 

Question.  Would  there  be  any  depreciating  on  this  item  that  we  have  just 
discussed,  developmental  cost,  $492,100? 

Answer.  I  think  so. 

Question.  Now,  if  add  those  three  items  which  you  say  there  is  no  depreciation 
upon,  you  would  find  a  sum  of  $956,200,  wouldn't  you? 

Answer.  I  presume  so. 

Question.  If  you  take  2  per  cent,  which  you  have  allowed  for,  of  that,  you 
would  get  $19,124,  wouldn't  you? 

Answer.  Yes. 

Question.  In  other  words,  although  it  is  a  small  error,  you  were  including  in 
these  operating  expenses  this  matter  of  $19,124  incorrectly,  were  you  not? 

Answer.  No ;  I  wouldn't  say  so,  because  that  figure  of  2  per  cent  was  esti- 
mated to  represent  an  amount  which  would  be  the  weighted  average  of  the 
different  depreciation  rates  on  all  the  property,  on  some  items  of  which  the 
rate  would  be  zero,  some  2,  some  3,  some  possibly  as  high  as  5  per  cent,  and 
the  2  was  the  weighted  average  of  everything,  including  all  those  items, 
on  which  the  depreciation  would  be  zero.  In  a  similar  way  to  that,  Mr. 
Hagenau  calculated  the  depreciation  for  the  Montana  Power  Co.  system  at 
an  average  over-all  rate  of  2.64.  So  I  think  that  on  that  basis  our  figure  is  low 
rather  than  high. 

Question.  In  other  words,  just  a  round  figure? 

Answer.  Just  a  round  figure,  that  is  all. 

Question.  You  have  now  explained  most  of  the  items  that  I  am  interested  in, 
except  the  one  at  the  top,  which  is  the  gross  revenue  necessary  to  make  up  a 
return  of  8  per  cent  on  the  investment  above  operating  expenses,  and  you  have 
that  figure  as  $1,215,280. 

Answer.  Yes. 

Question.  Now,  I  asked  you  once  before,  and  I  will  just  ask  you  again,  do 
you  feel  that  that  is  really  the  best  showing  that  this  property  can  make,  that 
you  can  submit  to  this  commission? 

Answer.  You  mean  by  that,  by  "best"  the  highest? 

Question.  Well,  I  will  leave  you  to  interpret  it. 

Answer.  I  think  it  is  possible  that  the  company  can  make  more  than  that. 
I  think  it  is  also  within  the  range  of  possibility  that  it  will  not  be  able  to  make 
as  much  as  that,  and  that,  in  my  judgment,  was  the  best  expressed  figure  which 
it  would  be  conservative  to  estimate  as  a  probable  return. 

Question.  That  is  what  I  mean.    In  other  words,  you  expect 

Answer.  Nobody  can  estimate  exactly  or  for  sure  how  much  it  is  going  to  be. 
It  may  be  more,  it  may  be  less,  but  that  is  a  fairly  representative  figure. 

Question.  In  other  words,  you  think  it  is  a  fairly  representative  figure  that 
this  property,  if  absorbed  into  the  Montana  or  built  by  the  Montana  Power  Co., 
will  earn  $635,800  above  the  operating  expenses? 

Answer.  Yes. 

Question.  And  you  think  that  is  all  It  will  do? 

Answer.  Probably. 

Mr.  Scattergood.  Now,  Mr.  Chairman,  I  am  going  to  direct  my  case  from 
now  on  to  show  that  it  will  earn  more  than  that,  and  I  would  like  to  introduce 
some  direct  testimony. 

Mr.  Kelly.  Are  you  through  with  this  witness? 

Mr.  Scattergood.  I  am  through  with  him  temporarily.  May  I  have  the  privi- 
lege of  recalling  him? 
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Mr.  Kelly.  I  wanted,  before  this  witness  left  the  stand,  or  before  our  case 
was  closed,  rather,  to  call  the  commission's  attention  to  the  question  raised  by 
Colonel  Brown  with  reference  to  the  guaranty  of  the  Montana  Power  Co. 
May  I  say  that  I  was  surprised  when  I  heard  that  read  the  other  day,  because 
I  had  read  the  guaranty  and  didn't  understand  that  there  was  any  limitation. 
Now,  the  record  discloses  that  in  March,  1928,  there  was  filed  with  this  com- 
mission a  guaranty  which  Colonel  Brown  called  to  the  attention  of  the  com- 
mission, which  has  in  it  a  provision  to  the  effect  that  the  guaranty  of  the 
Montana  Power  Co.  was  dependent  upon  its  getting  a  part  of  the  output  of  this 
plant  for  use  in  connection  with  its  system.  I  am  not  familiar  personally  with 
the  history  of  that,  but  on  May  23,  1928,  the  Montana  Power  Co.  filed  with  the 
commission,  and  it  is  a  part  of  the  record  here,  a  guaranty  which  appears  from 
the  record,  according  to  a  letter  written  by  Mr.  Evans,  general  counsel  for  the 
company,  which  reads  as  follows: 

"After  an  interview  with  you  on  the  filing  of  the  application  of  the  Rocky 
Mountain  Power  Co.  for  Flathead  license,  Mr.  Kerr  stated  that  you  thought 
your  board  would  not  question  the  financial  responsibility  of  the  Rocky  Moun- 
tain Power  Co.,  provided  the  Montana  Power  Co.  was  back  of  it.  It  occurred 
to  Mr.  Kerr  and  myself  that  you  would  probably  prefer  to  have  a  written 
guaranty  to  this  effect,  and  I  herewith  inclose  you  the  same,  executed  by  the 
Montana  Power  Co.  by  its  president  and  secretary,  accompanied  by  a  certified 
copy  of  the  resolution  of  the  board  authorizing  it." 

This  letter  was  addressed  to  the  Federal  Water  Power  Commission  for  the 
attention  of  Mr.  Merrill.  This  is  dated  May  23,  1928.  Now,  following  that  is 
the  guaranty: 

"  The  Montana  Power  Co., 
"  25  Broadway,  New  York,  May  23,  1928. 
"  Federal  Water  Power  Commission, 

"  Washington,  D.  C. 

"  Gentlemen  :  Under  and  by  virtue  of  a  resolution  duly  adopted  by  its  board 
of  directors,  copy  of  which  is  attached  hereto,  the  Montana  Power  Co.,  in  the 
event  that  a  license  shall  be  issued  to  and  accepted  by  the  Rocky  Mountain 
Power  Co.,  upon  its  application  now  pending  before  the  commission  for  a  power 
project  on  the  Flathead  River  and  Flathead  Lake,  in  Flathead,  Missoula,  and 
Sanders  Counties,  Mont.,  does  hereby  undertake  and  guarantee  to  the  said  Fed- 
eral Water  Power  Commission  that  the  said  Rocky  Mountain  Power  Co.  will 
fully  do  and  perform  any  and  all  of  the  obligations  and  agreements  on  the  part 
of  said  Rocky  Mountain  Power  Co.  in  said  license  set  forth." 

That  is  signed  by  the  president  and  attested  by  the  secretary  of  the  Montana 
Power  Co.,  and  to  it  is  attached  the  resolution  of  the  Montana  Power  Co. 
authorizing  the  execution  of  such  an  unlimited  guaranty. 

Mr.  Dixon.  That  ought  to  be  satisfactory. 

Mr.  Brown.  That  clears  it  up. 

Mr.  Kelly.  That  eliminates  the  question  which  was  raised  by  Colonel  Brown 
the  other  day. 

Mr.  ScATTERGOOD.  Mr.  Chairman,  I  would  like  to  call  Mr.  Kerr  to  the  stand 
for  a  moment. 

Mr.  Dixon.  Before  you  call  Mr.  Kerr,  Congressman  John  M.  Evans,  who  rep- 
resents in  Congress  the  district  in  which  this  property  is  situated  and  these 
Indians,  is  present  in  the  room,  and  I  would  like  to  ask  him — we  phoned  him 
last  niglit,  he  and  Senator  Walsh  and  the  rest  of  the  delegation,  asking  them  if 
they  wanted  to  appear.  Congressman  Evans  is  here  now,  and  if  he  wishes  to 
make  a  statement  we  will  be  very  glad  to  have  it  in  the  record  at  this  time. 

Statement  of  Hon.  John  M.  Evans,  a  Representative  in  Congress  from  the 

State  of  Montana 

Mr.  Evans.  Mr.  Chairman,  a  suggestion  has  been  made  that  the  Government 
of  the  United  States  might  at  some  time  develop  this  water-power  site.  I  would 
like  to  suggest  that  I  hope  too  serious  consideration  vrill  not  be  given  to  the 
possibility  of  the  Government  developing  this  site.  I  am  not  interested  as  to 
eith^  of  these  applicants  to  whom  any  permit  might  go,  but  I  am  very  much 
interested  in  the  development  of  this  water  power. 

My  16  years  and  more  experience  in  Congress  has  convinced  me  that  if  we 
wait  for  the  Government  of  the  Ignited  States  to  develop  this  power  site,  all  the 
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Indians,  who  are  the  real  owners  of  the  site,  together  with  the  settlers  on  this 
project,  who  have  already  put  in  the  best  20  years  of  their  lives  waiting  for 
development  under  a  tacit,  if  not  an  actual  agreement  by  the  Government  to 
develop,  will  be  dead. 

I  am  not  opposed  to  Government  operation.  In  short,  I  am  rather  inclined  to 
favor  it,  but  I  recognize  that  we  are  living  in  a  practical  and  not  a  theoretical 
world  and  day. 

My  experience  with  the  dealing  of  the  Government  with  Muscle  Shoals  con- 
vinces me  that  it  is  highly  improbable  that  the  Government  would  develop  this 
site  in  our  generation.  The  water  is  running  to  waste,  the  site  is  there,  and 
in  my  j'^^^'^ment  it  ought  to  be  developed.  When  I  came  to  Congress  some  16 
years  ago  Congress  was  appropriating  an  average  of  probably  about  $250,000 
a  year  to  develop  a  $7,000,000  irrigation  project  contiguous  to  this  water- 
power  site.  I  think  no  business  man  would  have  operated  along  that  line. 
He  would  have  secured  suflScient  money  to  make  a  reasonably  quick  develop- 
ment of  this  property  or  he  would  have  abandoned  it.  I  saw  those  appro- 
priations drop  from  $250,000  a  year  down  to  $30,000  a  year.  You  can  readily 
estimate  how  long  it  would  take  to  develop  a  $7,000,000  project  with  an  appro- 
priation of  $30,000  a  year,  all  of  which,  or  practically  all  of  which,  went  for 
overhead.  I  do  not  mean  by  that  a  condemnation  of  the  Government.  If  the 
Government  develops  it,  it  is  going  to  develop  it  from  the  act  of  Congress, 
and  the  Congress,  as  you  know,  changes  very  materially  from  time  to  time. 
The  work  stands  still  and  then  is  taken  up  and  started  again. 

Nearly  18  years  ago  the  settlers,  whom  I  consider  have  a  very  grave  interest 
in  this  water  power,  bought  the  land  that  they  now  hold.  They  bought  it  at 
an  appraised  price  from  the  Government  of  the  United  States,  that  price  being 
from  $1.50  to  $8  an  acre,  with  the  assurance  that  they  were  to  be  the  bene- 
ficiaries of  this  water-power  development.  The  Government  started  in  then 
and  spent  practically  $100,000  in  building  a  tunnel.  Congress  passed  a  law 
permitting  them  to  file  upon  the  waters  of  that  lake  and  river  for  this  purpose. 
They  thought  then,  and  they  think  now,  that  they  had  a  right  to  depend  upon 
the  assurances  of  the  Government  that  this  property  was  to  be  developed,  and, 
as  I  say,  they  put  in  20  years  waiting  for  the  Government  to  carry  out  its  part 
of  the  bargain,  and  I  am  exceedingly  solicitous  that  the  commission,  the  Water 
Power  Commission,  do  not  give  very  serious  consideration  to  the  possibility 
of  the  Government  ever  developing  this  site,  because  if  they  do  I  think  it  will 
be  a  grave  mistake  and  the  people  of  this  generation  will  all  be  dead  before  the 
Government  develops  it. 

I  would  be  glad  to  answer  any  questions  that  I  can  answer. 

Mr.  Dixon.  Does  anyone  wish  to  ask  Mr.  Evans  any  questions? 

Mr.  ScATTEBGOOD.  Mr.  Chairman,  may  I  be  privileged  again?  I  am  very  glad 
Congressman  Evans  has  spoken  as  he  has,  because  I  don't  want  anything  that 
I  have  said  previously  to  imply  that  I  was  recommending  this  course,  and  if 
my  remarks  are  taken  literally,  as  I  stated  before,  I  am  sure  it  will  be  found 
that  all  I  said  was,  when  the  chairman  suggested  somebody  else  doing  it,  that 
the  thought  had  occurred  to  me  that  the  Government  might  do  it  and  might 
make  a  better  showing,  but  I  qualified  it  by  saying  that  I  was  well  aware  of  the 
delays  incident  to  this,  which  would  be,  in  my  opinion,  disastrous,  and  nobody 
is  more  anxious  to  see  this  site  developed  immediately  than  I  am.  I  want  to 
see  it  developed  so  that  these  Indians,  who  have  waited  so  long,  may  really  get 
what  is  coming  to  them. 

From  an  ideal  standpoint,  apart  from  the  element  of  time,  much  could  be 
said  about  the  Government  development,  no  doubt,  and  that  is  all  I  meant  to 
indicate,  rather  than  to  start  something  by  the  suggestion.  As  a  matter  of  fact. 
Congress  has  already  indicated  its  policy,  and  I  doubt  very  much  if  it  would 
be  wise  to  try  to  reopen  that  question  at  this  time.  I  certainly  did  not  mean 
to  imply  such  a  recommendation  in  what  I  said  before. 

Mr.  Dixon.  Does  anybody  else  have  any  questions  to  ask  Congressman 
Evans? 

Mr.  Evans.  I  thank  you  very  much,  Mr.  Chairman. 

(Mr.  Evans  withdrew  from  the  hearing  room.) 

Mr.  Forbes.  Mr.  Scattergood,  did  you  introduce  this  by  reference?  [Indicat- 
ing a  paper.] 

Mr.  SCATTF3KGOOD.  I  will  do  that.    We  have  not  used  it  yet. 

I  wish  to  have  Mr.  Kerr  called  to  the  stand  for  a  moment,  Mr.  Chairman. 

Whereupon, 
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F.  M.  Kerb,  was  called  as  a  witness  for  and  on  behalf  of  tlie  Bureau  of 
Indian  Affairs,  and,  having  been  previously  sworn,  was  examined  and  testified 
further  as  follows: 

Direct  examination  by  Mr.  Scattergood  : 

Question.  Mr.  Kerr,  day  before  yesterday,  when  I  asked  Mr.  Cochrane  for 
certain  costs  of  the  current  of  the  Montana  Power  Co.,  reduced  to  kilowatt 
hours  for  operation  or  for  generation  and  for  transmission  and  distribution, 
he  was  unable  to  supply  me  with  any  information,  and  you  were  called  forward 
and  you  were  unable  to  do  so.    Is  that  correct? 

Answer.  Yes,  sir. 

Question.  Did  you  testify  at  that  time,  on  page  1658  of  the  record,  which 
reads,  in  reply  to  Mr.  Dixon's  question :  "  Maybe  Mr.  Kerr,  the  manager  of  the 
company,  can  give  that,"  you  replied,  did  you  not: 

"  I  was  just  saying  to  counsel  here  that  we  never  had  any  occasion  to  work 
that  out.  There  isn't  anything  in  our  affairs — we  live  out  there  in  the  moun- 
tains, as  you  know,  alone  by  ourselves,  and  run  our  show  and  get  along  with 
the  customers,  and  we  never  had  any  occasion  to  work  out  any  such  detail." 

Did  you  say  that? 

Answer.  I  think  so. 

Question.  Mr.  Kerr,  I  show  you  a  statement  of  the  company,  copy  of  which 
has  been  admitted  to  the  record,  and  which  was  put  on  file  with  the  Montana 
commission.  Did  you  swear  to  the  correctness  of  that  statement?  (Handing 
the  paper  to  the  witness.) 

Answer.  Yes,  sir. 

Question.  Will  you  turn  to  pages — this  is  the  annual  report  of  the  year  1926 
of  the  Montana  Power  Co.,  as  filed  with  the  Montana  Public  Sei-vice  Commis- 
sion. On  pages  8  to  10  do  you  notice  that  all  of  these  items  of  transmission 
costs  and  of  generating  costs  and  transmission  costs,  distribution  costs,  are  all 
reduced  out  to  per  kilowatt-hour  figures  of  cost? 

Answer.  I  do. 

Question.  Did  you  know  what  you  were  swearing  to  at  the  time  you  swore 
to  it? 

Answer.  I  did  not.    I  sign  lots  of  papers  on  information  and  belief. 

Question.  But  you  knew  that  those  figures  were  in  there,  didn't  you? 

Answer.  I  did  not. 

Question.  You  don't  know  what  is  in  the  report  that  you  swear  to  for  the 
Montana  Power  Co.? 

Answer.  I  pl^obably  knew  at  the  time,  but  I  didn't  know  it  when  I  was 
testifying. 

Question.  In  other  words,  we  can  explain  it  by  saying  that  that  vision  that 
you  had  back  home  of  that  home  of  yours  in  the  mountains  was  so  entrancing 
that  it  made  you  momentarily  forget  all  the  cares  of  business  and  of  hearings 
and  lawsuits,  and  so  on,  with  all  these  annoying  details?  Is  that  the  best 
explanation  ? 

Answer.  I  don't  know.  I  simply  say  that  I  signed  that  and  I  didn't  know 
that  there  was  that  much  detail  in  there.    I  am  glad  it  is  there. 

Question.  Have  you  any  explanation  to  make  of  why  you  knew  nothing  about 
that  on  day  before  yesterday? 

Answer.  I  didn't  charge  myself  with  it. 

Question.  All  right.    That  is  all,  Mr.  Kerr,  for  the  moment. 

The  Witness.  I  w^ould  like  to  ask  Mr.  Scattergood  if  that  brown  sheet  with 
those  depfeciation  items  will  be  introduced,  so  you  can  tell  where  they  came 
from? 

Mr.  Scattergood.  All  right,  you  will  have  an  opportunity,  Mr.  Kerr,  I  take  it. 

(Witness  excused.) 

Mr.  Chairman,  I  would  like  to  call  Mr.  King  as  a  witness  in  direct  examina- 
tion, Mr.  King  being  the  chief  accountant  of  the  Federal  Power  Commission. 

Whereupon, 

William  V.  King  was  called  as  a  witness  for  and  on  behalf  of  the  Bureau  of 
Indian  Affairs,  and  having  been  first  duly  sworn,  was  examined  and  testified 
as  follows : 

Direct  examination  by  Mr.  Scattergood  : 

Question.  Mr.  King,  you  have  prepared  certain  papers  from  the  report  of  the 
Montana  Power  Co.,  and  have  made  certain  calculations  or  arrangements  of 
cost,  have  you  not? 

Answer.  I  have. 
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Question.  Will  you  explain  what  you  have  done  before  the  commission  and 
submit  them  as  exhibits?  Just  do  it  in  youT  own  way.  Will  you  just  cite  the 
numbers  of  the  exhibits  that  you  suggest  as  you  explain  them? 

Answer.  I  think  the  application  of  the  Rocky  Mountain  Power  Co.  for  a 
license  for  the  Flathead  site  was  filed  some  time  early  in  1928,  but  I  think  it 
was  a  short  time  before  that  that  Mr.  Merrill,  the  former  executive  secretaty 
of  the  Federal  Power  Commission,  became  interested  in  what  the  operating 
costs  of  the  Montana  Power  Co.  were.  He  talked  to  me  about  it  on  one  oT  two 
occasions  and  suggested  making  an  inquiry  of  the  Montana  Power  Co.  to  deter- 
mine what  the  generating  cost  and  transmission  cost  and  distribution  and  other 
costs  were  per  kilowatt-hour.  I  find  that  on  March  29,  1928 — no,  I  am  wrong 
in  that — some  time  pttor  to  February  29,  1928,  a  request  was  made  upon  the 
Montana  Po-wer  Co.  for  copies  of  the  annual  report**  to  the  Public  Service  Com- 
mission of  Montana,  and  under  date  of  February  29,  1928,  a  letter  was  addressed 
to  the  Montana  Power  Co.,  Electric  Building,  Butte,  Mont,  signed  by  Mr.  O.  C. 
Mer'rill,  executive  secretary  of  the  Federal  Power  Commission,  acknowledging 
receipt  of  a  letter  by  Mr.  S.  P.  Hogan,  assistant  secretary  of  the  Montana  Power 
Co. ;  copies  of  the  annual  report  of  the  Montana  Power  Co.  to  the  Public  Service 
Commission  of  Montana  for  the  years  1923,  1924,  1925,  and  1926.  The  second 
paragraph  of  that  letter  reads  as  follows : 

"  These  reports  were  requested  for  use  in  considering,  if  license  were  issued, 
the  charges  to  be  made  for  lands  of  the  Flathead  Indians  involved  in  the  pro- 
posed i>ower  developuTents  on  Flathead  River.  It  now  transpires  that  all  of 
the  information  which  seems  desirable  is  not  contained  in  the  report." 

Then  the  letter  goes  on  to  request  additional  information. 

Following  that  a  letter  was  received  by  the  Federal  Power  Commission,  signed 
by  Mr.  J.  F.  Dennison,  dated  New  York,  March  26,  1928,  with  which  was  trans- 
mitted certain  additional  statements  which  had  been  requested  by  Mr.  Merrill 
in  his  letter  of  February  29,  1928. 

From  the  annual  reports  of  the  Montana  Power  Co.  to  the  State  commission 
and  from  the  data  furnished  by  Mr.  Dennison  I  prepared  certain  schedules 
showing  costs  per  kilowatt-hour  of  power  generated  on  the  basis  of  the  power 
generated  and  purchased  and  certain  other  costs  per  kilowatt-hour  based  upon 
kilowatt-hours  sold,  and  segregated  between  production  costs,  transmission  and 
transportation  costs,  and  all  other  costs  of  electric  operation,  respectively. 

Mr.  Dixon.  Have  you  seen  this.  Mr.  Kelly? 

Mr.  Kelly.  I  don't  know  that  I  have. 

Mr.  Dixon.  Have  you  an  extra  copy  for  the  Montana  Power  Co.  ? 

Mr.  ScATTERGOOD.  I  will  offcr  them  as  exhibits  of  the  Indian  Office  Nos.  1 
and  2  for  the  letters,  respectively,  and  then  a  group  of  sheets;  I  think  there 
are  eight  sheets  in  all,  which  we  can  collectively  call  Exhibit  No.  3,  if  that  is 
appropriate. 

Mr.  Kelly.  May  we  have  copies  of  that  group,  then,  Mr.  Scattergood? 

Mr.  Scattergood.  Mr.  King  has  put  them  together,  and  perhaps  he  can 
straighten  it  out  better  than  I  can.    Now,  letter  No.  1. 

Answer.  Exhibit  No.  1  will  be  copy  of  a  letter  dated  February  29,  1928,  by 
the  executive  secretary  of  the  Federal  Power  Commission,  addressed  to  the 
Montana  Power  Co.,  Electric  Building,  Butte,  Mont. 

Exhibit  No.  2  is  a  copy  of  a  letter  dated  March  26,  1?>28,  addressed  to  Mr. 
O.  C.  Merrill,  executive  secretary  Federal  Power  Commission,  and  signed  by- 
Mr.  J.  F.  Dennison,  secretary-treasurer  the  Montana  Power  Co. 

Exhibit  No.  3  consists  of  eight  sheets.  It  is  dated  March  29.  1928,  and 
the  first  four  sheets  C(msist  of  a  memorandum  regarding  costs  to  the  Montana 
Power  Co.  system  of  producing  and  delivering  electric  energy  to  consumers. 
I  prepared  that  memorandum,  but  it  appears  that  my  name  does  not  appear 
upon  it  except  by  initial.    I  read  from  the  last  paragraph  of  sheet  4 : 

"  The  following  is  a  summary  of  the  cost  per  kilowatt-hour  as  computed  from 
data  submitted.    The  further  details  are  given  on  sheet  attached." 

Sheet  5  of  Exhibit  No.  3  is  the  summary. 

Sheets  6,  7,  and  8  are  the  details  referred  to  as  being  attached. 

By  Mr.  Scatteroood  : 

Question.  Have  you  finished,  Mr.  King,  explaining  those  sheets? 

Answer.  I  might  offer  a  little  further  explanation.  Sheet  5  of  Exhibit  No.  3 
is  entitled  "  Cost  per  kilowatt-hour  In  mills,"  and  is  a  summary  of  sheet  6^ 
which  gives  the  same  cost  in  greater  detail. 

Sheet  6  shows  the  cost  per  kilowatt-hour  In  mills  for  the  years  1924,  li925, 
and  1926.    Under  each  year  there  arestwo  columns  wiiii  flic  a^st  simwii  for 
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different  items  of  expense  and  for  different  groups  of  expense  or  cost.  The 
reason  for  the  two  columns  is  this :  The  Montana  Power  Co.  has  a  peculiar  way 
of  showing  depreciation.  In  the  annual  reports  to  the  State  commission  it  has 
an  income  statement  which  I  understand  is  based  upon  the  company's  books. 
That  shows  depreciation  charged  as  a  lump  sum  per  annum.  There  is  another 
income  account  showing  what  the  net  income,  find  so  forth,  would  have  been 
had  depreciation  been  charged  at  a  rate  of  2.64  per  cent  of  the  investment  in 
depreciable  property,  that  figure  being,  as  I  understand,  based  upon  an  appraisal 
made  by  an  engineer  as  of  December  31,  1922. 

Mr.  Dixon.  What  is  that  total  appraisal  of  December  31,  1922? 

Answer.  I  understand  that  to  be  shown  on  page  7  of  Exhibit  No.  3.  The 
grand  total  is  $42,221,893.42. 

Mr.  Kelly.  That  includes  nonoperating  as  well  as  utility  property? 

Answer,  That  seems  to  include  certain  properties  other  than  electric  prop- 
erties used  in  operation ;  yes,  sir. 

On  the  sheet  for  each  year  I  have  shown  the  cost  for  depreciation  as  charged 
on  the  books  in  the  first  column  under  each  year,  and  in  the  second  column  1 
have  shown  the  depreciation  cost  based  upon  2.64  per  cent  of  the  depreciable 
property. 

In  the  details  furnished  by  the  Montana  Power  Co.  taxes  were  segregated 
between  property  taxes  and  certain  other  taxes,  which  are  shown  at  the  bottom 
of  sheet  7  of  -Exhibit  No.  3.  It  will  be  noted  that  property  taxes  have  been 
distributed  by  the  company,  but  that  no  distribution  was  made  of  the  other 
taxes.  On  sheet  6  I  have  distributed  the  other  taxes  and  the  costs  per  kilowatt- 
hour  appear  in  the  second  column  under  each  year. 

I  think  I  have  already  stated  that  the  upper  part  of  sheet  6  of  Exhibit  3 
shows  the  rate  per  kilowatt-hour  for  power  generated  and  purchased.  Below 
that  appear  the  costs  per  kilowatt-hour  for  power  sold.  There  is  a  difference 
between  the  number  of  kilowatt-hours  generated  and  the  number  of  kilowatt- 
hours  sold,  due  to  losses  in  transmission,  use  for  station,  and  all  other  purposes. 

Sheet  7  of  Exhibit  No.  3  is  a  photostatic  copy  of  information  furnished  by 
the  Montana  Power  Co.  at  the  request  of  the  Federal  Power  Commission. 

Sheet  8  shows  the  basic  figures  taken  from  the  annual  reports  of  the  Montana 
Power  Co.  to  the  State  commission  and  from  sheet  7  of  Exhibit  No.  3,  used 
in  computing  the  cost  per  kilowatt-hour  shown  on  sheet  6  of  Exhibit  No.  3. 
By  reference  to  sheet  8  it  will  be  noted  that  basic  figures  are  given  for  the  years 
1925,  1926,  and  1927. 

On  sheet  6  of  this  exhibit  costs  per  kilowatt-hour  are  shown  for  the  years 
1924,  1925,  and  1926. 

Sheet  8  of  this  exhibit  was  prepared  yesterday  from  a  working  sheet  contained 
in  the  commission's  files.  I  found  that  it  had  been  folded  and  unfolded  and 
torn  in  several  places  and  almost  worn  out,  and  I  was  unable  to  read  the  figures 
for  the  year  1924.  The  figures  for  the  year  1927  shown  on  sheet  8  are  not 
used  on  sheet  6. 

Mr.  Kelly.  Somebody  must  have  been  working  on  this  job  and  worn  out 
the  papers. 

Answer  (continuing).  So  that  for  sheet  6  there  is  not  shown  on  sheet  8 
the  basic  figures  used  in  computing  cost  per  kilowatt-hour,  but  those  basic 
figures  may  be  obtained  from  copies  of  annual  reports  of  the  Montana 
Power  Co.  to  the  State  commission  and  from  sheet  7  of  Exhibit  No.  3. 

Sheet  6  of  Exhibit  No.  3  shows  costs  per  kilowatt-hour  on  the  basis  which  I 
have  used  in  computing  those  costs  as  follows :  For  1924,  column  1,  4.21614  mills ; 
column  2,  for  1924,  5.59422  mills;  for  the  year  1925,  column  1,  3.94411  mills; 
column  2,  5.08480  mills  ;  for  the  year  1926,  column  1,  3.59419  mills ;  column  2, 
4.164111  mills. 

Mr.  Wheeler.  I  don't  think  you  read  that  last  figure  correctly. 

Answer.  The  correct  figure  is  4.64111  mills. 

By  Mr.  Soatterggod: 

Have  you  any  further  explanation  to  make,  Mr.  King,  of  the  diita  which  you 
have  supplied  there? 

Answer.  I  don't  believe  I  have  anything  further  to  say  regarding  this  exhibit. 

Mr.  ScATTEBGOOD.  Mr.  Chairman,  I  would  like  to  ask  whether  Mr.  Kelly 
would  be  willing,  errors  and  omissions  excepted,  to  agree  to  admit  the  accuracy 
of  Mr.  King's  figures. 

Mr.  Kelly.  I  think  they  are  accurate.  Of  course,  it  must  be  understood 
that  fixed  charges  other  than  bond  interest  are  not  included  in  these  costs. 
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Mr.  SCATTE25GOOD.  Of  coui-se,  that  speaks  for  itself. 

Mr.  Kelly.  I  think  it  is  accurate  otherwise. 

The  Witness.  May  I  ask  what  Mr.  Kelly  means  by  "fixed  charges  other 
than  interest "? 

Mr.  Kelly.  The  point  I  make  is  that  in  the  calculation  of  the  Flathead 
project  the  figures  were  based  upon  an  allowed  return  of  8  per  cent  on  th-3 
total  investment;  whereas  in  these  figures  there  is  no  allowed  return  calcu- 
lated in  the  totals,  but  simply  the  amount  of  the  interest  which  was  paid  upon 
the  bonds. 

The  Witness.  That  is  correct. 

Mr.  Scattergood.  Have  you  tried  to  make  any  comparisons  in  accordance 
with  the  suggestions? 

Mr.  Kelly.  I  have  no  comparisons  to  make  except  to  that  extent — at  least, 
it  is  not  competent  to  the  Flathead  situation. 

By  Mr.  Scattergood: 

Question.  Now,  Mr.  King,  I  hand  you  an  exhibit  which  we  will  call  Indian 
Exhibit  No.  4,  entitled  "  Costs  per  kilowatt-hour,  Montana  Power  Co.  for  1026, 
page  1.  Figures  from  Federal  power  exhibits," — that  ought  to  read  "  From 
Indian  Exhibit  No.  3  "  [handing  the  paper  to  the  witness]. 

Now,  Mr.  King,  referring  to  your  data  that  you  have  submitted  in  Exhibit 
No.  3,  and  which  has  been  accepted,  errors  and  omissions  excepted,  how  many 
kilowatt-houi-s  were  sold  in  1926  by  the  Montana  Power  Co.? 

Answer.  It  was  1,165,227,847. 

Question.  Now,  will  you  turn  to  your  sheet  in  Exhibit  No.  3,  sheet  No.  6, 
and  transcribe  to  Exhibit  No.  4  the  figures  for  the  year  1926?  We  are  only 
going  to  work  in  that  one  year  as  a  sample — the  figures  making  up  the  generat- 
ing costs.  What  do  you  find  in  your  sheet  No.  6  of  Exhibit  No.  3  opposite  the 
line  "  Total,  including  interest  charged  to  cost,"  expressed  in  mills  and  referring 
to  kilowatt-hours? 

Answer.  For  the  year  1926,  first  column,  production  cost  per  kilowatt-hour 
of  electrical  energy  sold,  1.8<}9  mills. 

Question.  Deducting  the  item  of  interest  charged  to  cost,  which  is  344,  three 
decimal  places  will  be  enough? 

Answer.  The  figure  is  0.344. 

Question.  That  leaves  a  difference  of 

Answer.  One  and  four  hundred  and  sixty-five  thousandths. 

Question.  Add  the  item  of  "  other  taxes  distributed,"  which  is  the  last  line 
in  that  group  of  322,  is  it  not? 

Answer.  That  figure  appears  in  the  second  column  for  the  year  1926  and  is 
0.322. 

Question.  And  the  sum  of  all  those  two,  then,  is  what? 

Answer.  One  and  seven  hundred  and  eighty-seven  thousandths. 

Question.  Have  you  sufliciently  explained  this  item  of  "other  taxes  dis- 
tributed"? 

Answer.  I  think  I  have.  Other  taxes  have  been  distributed  on  the  same 
basis  as  the  property  taxes. 

Question.  And  in  the  company's  statement,  how  were  they  expressed?  They 
were  not  included,  were  they,  in  the  distribution,  but  were  put  down  at  the 
bottom  "  undistributed  "?    Is  that  not  so? 

Answer.  As  shown  by  shtet  7  of  Exhibit  No,  3,  the  company  did  not  dis- 
tribute any  except  the  property  taxes. 

Question.  Now,  Mr.  King,  they  are  taxes  that  have  to  be  paid,  are  they  not, 
Income  taxes  and  others? 

Answ^er.  Yes,  sir. 

Question.  Therefore  they  really  form  a  part  of  the  cost  to  the  company ;  do 
they  not? 

Answer.  Well,  they  form  a  part  of  the  cost  to  the  corporation,  but  there  is 
some  question  in  my  mind  whether  certain  of  these  taxes  would  enter  into  the 
cost  of  power  generated  and  sold. 

Question.  Well,  that  is  a  fine  point  of  accounting,  but  for  the  purposes  that 
we  have  here  we  want  to  err  on  the  side  of  giving  everything  to  the  benefit 
of  the  company  that  we  can,  and  therefore  we  are  erring  on  that  side  by  in- 
cluding all  of  these  as  items  of  cost.    Is  not  that  the  case? 

Answer.  Yes,  sir;  I  included  them  all. 

Question.  What  docs  that  make  the  total  cost,  exclusive  of  Interest  on  in- 
vestment for  generating  costs? 
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Answer.  One  and  seven  hundred  and  eighty-seven  one  thousandths,  on  the 
basis  of  kilowatt-hours  sold. 

Question.  And  have  you  worked  out  on  exactly  the  same  basis  the  figure  for 
transmission  and  transformer  costs? 

Answer.  That  is  shown  on  Indian  Bureau  Exhibit  No.  4. 

Question.  What  does  that  amount  to? 

Answer.  Four  hundred  and  twenty-seven  one-thousandths. 

Question.  And  likewise  you  have  used  exactly  the  same  method,  have  you  not, 
in  calculating  the  distribution  and  other  costs? 

Answer.  Yes,  sir. 

Question.  And  what  is  the  total  of  that? 

Answer.  That  is  1.073. 

Question.  And  what  is  the  sum  of  the  generating,  transmission  and  distribu- 
tion costs? 

Answer.  Three  and  two  hundred  and  eighty-seven  one-thousandths  mills  per 
kilowatt-hour. 

Question.  Now,  that  column  excludes  all  calculations  of  interest ;  does  it  not? 

Answer.  It  does;  yes,  sir. 

Question.  And  the  last  column  on  the  page  includes  the  respective  items  which 
the  company  has  charged  to  the  cost?    Is  that  so? 

Answer.  That  is  correct. 

Question,  And  what  are  those  amounts,  respectively,  for  generating,  trans- 
mission, and  distribution? 

Answer.  For  generation,  .344;  for  transmission  and  transportation,  .238;  for 
distribution  and  other  items.  .195.  Making  a  total  of  .777  mills  per  kilowatt- 
hour  for  interest. 

Question.  Now,  Mr.  Kelly  was  entirely  right,  wasn't  he,  in  calling  attention 
to  the  fact  that  that  item  does  not  cover  all  of  the  interest  on  the  investment 
that  should  be  included  in  order  to  make  comparable  with  the  figures  that  we 
have  been  talking  about  in  the  Flathead  set-up? 

Answer.  That  covers  all  charges  to  income  for  interest,  and  includes  not  only 
the  interest  on  bonds  actually  paid  or  accrued,  but  amortization  of  discount 
and  expense  on  bonds.  In  other  words,  it  is  the  total  charge  for  interest,  as 
shown  in  the  company's  income  account. 

Question.  But  it  would  not  be  fair  to  the  company — we  would  not  be  fair  to 
the  company  if  we  included  only  that  amount  as  covering  everj'thing  that 
relates  to  the  interest  on  the  investment,  would  we? 

Answer.  This  could  not  be  taken  as  the  reasonable  return,  if  that  is  what  you 
are  getting  at. 

Question.  I  thank  you  for  the  correction.  Instead  of  interest  I  should  call 
it  "  return  on  investment." 

Answer.  It  would  not  necessarily  cover  a  return  on  the  investment;  no,  sir. 

Question.  Then  there  is  in  these  company  statements,  after  the  interest  has 
been  allowed  for,  an  item  of  remaining  profit,  is  there  n«tl 

Answer.  Yes. 

Question.  And  so,  therefore,  a  part  of  that  profit  would  form  a  part  of  the 
return  when  added  to  the  interest,  so  as  to  make  up  the  total  return  ? 

Answer.  The  total  return  actually  earned. 

Question.  In  other  words,  we  must  go  further,  must  we  not,  in  our  search  for 
the  complete  return  upon  the  investment? 

Answer.  Yes  ;  that  is  true. 

Question.  Now,  I  will  hand  you  an  exhibit,  a  paper  marked  "  Indian  Exhibit 
No.  5,"  which  is  headed  "  Cost  per  kilowatt-hour  of  Montana  Power  Co.  for 
1926.  Page  2.  Figures  from  Federal  Power  Exhibit."  That  ought  to  be 
corrected  to  ^'  Indian  Exhibit  No.  3." 

Now,  Mr.  King,  I  hand  you  a  copy,  which  has  been  sworn  to,  of  the  Montana 
Power  Co.'s  report  for  1926,  as  made  to  the  Montana  Power  Commission,  and  a 
copy  of  which  is  filed  with  the  Federal  Power  Commission.  Will  you  turn, 
please,  to  the  page  that  relates  to  operating  revenues  and  read — I  think  it  is  the 
second  page  [handing  papers  to  the  witness]. 

Do  yon  find  in  that  report  that  the  total  operating  revenue  for  the  year  1926 
was  $8,635,755.33? 

Answer.  Correct. 

Question.  There  is  a  miscellaneous  earning  item  included  in  that,  is  there 
not,  of  $87,655.42? 

Answer.  Yes. 
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Question.  That  ought  to  be  deducted,  ought  it  not,  to  get  the  operating 
revenue? 

Answer.  I  think  that  should  be  deducted  in  order  to  get  the  operating  revenue 
derived  from  electric  power  sold. 

Question.  Making  that  deduction  you  get  what  figure? 

Answer.  $8,548,099.91. 

Question.  That  is  then  the  total  operating  revenue  for  the  year  1926,  is  it  not? 

Answer.  Derived  from  power  sold,  as  I  understand  it. 

(At  this  point  Congressman  Cramton,  of  Michigan,  entered  the  hearing  room.) 

Mr.  Dixon.  How  near  through  are  you,  Mr.  Scattergood ;  is  this  rather 
extended? 

Mr.  Scattergood.  Mr.  Chairman,  I  have  a  good  deal  of  cross-examination  yet. 

Mr.  Dixon.  I  will  ask  Mr.  King  to  stand  aside  for  a  while. 

Congressman  Cramton,  chairman  of  the  Subcommittee  on  Appropriations,  hav- 
ing to  do  with  the  Department  of  the  Interior  for  some  years,  who  has  been 
on  the  Flathead  project  several  times  and  knows  its  whole  background  and 
history,  and  who  is  very  largely  responsible  for  this  legislation  under  which  we 
are  now  acting,  is  present ;  and  I  presume  that  he,  too,  is  a  busy  man,  and  I 
suggest  that  if  he  has  a  statement  to  make,  that  we  hear  from  him  at  this 
time ;  and  then  we  can  resume  the  cross-examination  of  Mr.  King  afterwards. 

Statement  of  Hon,  Louis  C.  Cramton,  a  Representative  in  Congress  FBoai 

THE  State  of  Michigan 

Mr.  Cramton.  Mr.  Chairman  and  gentlemen  of  the  commission,  I  appreciate 
your  courtesy  in  letting  me  be  heard  at  this  time. 

Due  rather  to  an  absence  from  the  country  for  three  or  four  months,  and 
having  spent  the  last  two  weeks  in  my  district,  I  have  not  been  able  to  keep  as 
closely  in  touch  with  these  proceedings  as  I  would  have  liked  to  do.  But  I 
learned  yesterday  that  you  were  still  holding  hearings.  I  had  just  returned 
from  Michigan.     So  I  asked  permission  to  come  in  and  make  a  statement. 

My  thought  is  to  make  a  statement,  not  particularly  argumentative,  but  a 
statement  of  circumstances  which  brought  the  legislation  affecting  this  question 
to  the  point  where  it  now  rests.  I  thought  iwssibly  the  commission  would 
desire  to  have  such  a  statement  in  the  record. 

As  Governor  Dixon  has  said,  my  work  in  Congress  for  a  number  of  years 
has  been  on  the  Committee  on  iVppropriations,  particularly  as  chairman  of  the 
subcommittee  having  charge  of  appropriations  for  the  Interior  Department. 

This  is  a  bill  that  means  a  great  deal  to  the  western  country ;  and  our  sub- 
committee have  tried  for  the  number  of  years  that  we  have  had  this  responsi- 
bility to  get  in  touch  with  those  problems  in  the  field,  in  order  that  we  might 
understand  the  situation  better. 

One  of  the  problems  that  gave  us  a  great  deal  of  anxiety  was  the  Flathead 
irrigation  project.  The  reports  that  were  made  to  us  by  the  department  con- 
cerning the  progress  of  that  project  were  so  unsatisfactory  that  we  finally 
adopted  a  policy  of  ceasing  appropriations  for  the  construction  of  that  project, 
announcing  that  it  was  our  purpose  to  visit  the  project  as  early  as  possible  and 
study  the  situation  and  see  what  ought  to  be  done.  The  result  of  that  was  that 
the  appropriation  act  for  the  fiscal  year  1926,  approved  March  3,  1925,  carried 
only  $35,000  for  that  project,  of  which  only  $10,000  was  available  for  any  con- 
struction work.  Before  that  the  work  had  been  proceeding  and  several  thousand 
dollars  a  year  spent  for  construction. 

In  the  summer  of  1925,  I  think  it  must  have  been,  our  committee  made  a 
rather  general  inspection  trip  and  came  in  contact  with  many  activities  of  the 
West.  We  si)ent  some  three  months,  seven  days  a  week,  not  in  hearings — we 
had  no  stenographic  hearings — but  in  an  examination  of  the  various  proposi- 
tions that  were  apparently  needing  some  attention,  and  in  personal  contact  with 
parties  Interested. 

When  we  came  to  the  Flathead,  the  investigation  made  there  was  under  par- 
ticularly happy  circumstances.  The  Government  had  spent  $5,000,000,  getting 
nothing  back,  and  the  project  was  in  a  very  serious  situation.  So,  \i\  order  to 
study  that  problem  as  to  what  we  should  do  to  enable  the  Government  to  sal- 
vage on  its  Investment  of  $5,000  000.  and  to  make  a  happy  and  prosperous 
project  out  of  one  that  was  hopeless,  apparently,  we  were  glad  to  have  to- 
gether the  various  Federal  agencies  that  were  interested  in  the  problem.  The 
Commissioner  of  Indian  Affairs,  Mr.  Burke;  a  representative  of  the  Budget, 
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Assistant  Commissioner  Bailey,  who  has  for  a  number  of  years  handled  the 
Interior  Department  matters  in  the  Budget ;  Mr.  Leavitt,  chairman  of  the  Com- 
mittee on  Indian  Affairs  in  the  House,  which  handles  the  legislative  questions; 
Mr.  Murphy  and  myself,  of  the  Appropriations  Committee,  were  there,  as  was 
Mr.  Evans,  the  member  of  Congress  from  that  district. 

We  found  this  to  be  the  situation :  I  am  trying  to  make  it  as  condensed  as 
possible  without  useless  details.  We  found  the  Flathead  irrigation  project  was 
really  a  series  of  projects,  the  different  sections  getting  their  water  supply 
somewhat  independently,  not  entirely  by  one  connected  series  of  works.  The 
several  sections  were  somewhat  divided.  Settlers  had  been  on  there  for  a  number 
of  years,  but  not  anywhere  near  settled  to  the  full  capacity  of  the  lands.  Not- 
withstanding $5,000,000  had  been  spent  in  the  construction  of  irrigation  works, 
there  was  no  section  of  that  project  that  had  sufficient  water  supply  to  carry 
them  through  the  season ;  and  hence  the  settlers  were  not  able  to  raise  those 
crops  that  are  most  profitable  in  the  irrigation  countries,  because  they  would 
not  have  the  water  supply  at  the  end  of  the  season  which  was  necessary. 

We  found  that  one  of  those  projects,  the  Camas  division,  was  located — I  may 
be  a  little  in  error  as  to  the  exact  figures,  as  I  have  not  examined  this  ques- 
tion for  some  time — but,  as  I  recall,  they  were  located  at  least  20  miles  from 
the  railroad. 

Mr.  Dixon.  Twenty-five  miles,  the  testimony  shows. 

Mr.  Cramton.  And  hence  they  were  at  that  disadvantage  as  compared  with 
lands  next  to  the  railroad. 

Still,  while  the  lands  adjacent  to  the  railroad  were  charged  with  a  con- 
struction cost  of  something  like  $50  to  $60  an  acre,  these  lands  20  miles  away 
from  the  railroad,  suffering  that  disadvantage,  had  a  further  disadvantage  of 
a  construction  charge  of  over  a  hundred  dollars  an  acre.  Manifestly  the  Gov- 
ernment could  not  expect  to  get  its  money  out  of  the  Camas  division  within  our 
generation. 

Mr,  DixoN,  That  cost  on  the  Camas  division  was  $125  an  acre. 

Mr.  Cramton.  Yes.    I  didn't  want  to  overstate  it. 

They  were  very  urgent  that  there  should  be  a  readjustment  and  that  the 
charges  should  be  put  within  their  ability  to  pay.  It  was,  however,  the  feeling 
of  our  committee  that  it  w^as  highly  undesirable  to  establish  any  precedent  of 
wiping  off  the  slate  the  obligations  owed  by  projects  to  the  Government.  There 
had  been  entirely  too  much  of  that  done  elsewhere,  and  the  results  were  not 
good. 

There  was  a  power  proposition  that  had  been  initiated  when  the  project  was 
first  commenced.  A  tunnel  known  as  the  Newell  Tunnel  had  been  constructed, 
intended  to  use  not  the  storage  proposition  but  intended  to  use  the  flow  of 
the  Flathead  River  for  a  moderately  small  power  plant.  The  tunnel  has  been 
completed  at  a  cost  of  something  over  a  hundred  thousand  dollars,  which  was 
charged  to  the  project ;  but  the  power  plant  had  not  been  commenced. 

We  went  over  the  project  for  four  days,  and  on  each  section  of  it  I  asked 
the  farmers  and  their  representatives  what  further  construction  they  needed 
on  their  section  of  the  project  to  give  them  a  safe  water  supply  for  their  present 
development  and  to  permit  a  little  additional  settlement.  The  complete  project 
on  the  original  plans,  as  I  recall,  involves  some  two  or  three  million  dollars; 
but  we  did  not  feel  like  going  ahead  with  that  further  expenditure  under  that 
present  situation,  so  we  asked  them  what  they  needed. 

When  we  had  the  complete  figures  we  added  up  what  each  section  had  said 
was  their  minimum  that  they  needed  to  take  care  of  the  present  development 
and  permit  some  little  additional  development.  As  I  recall,  that  amounted  to 
a  sum  of  $365,000. 

We  consulted  the  Indian  Bureau  and  the  Budget  and  the  legislative  com- 
mittee, our  Appropriations  Committee,  and  we  decided  on  this  program  for  the 
salvation  of  that  project.  We  decided  that  the  Camas  division  be  put  on  an 
equality  with  the  Mission  Valley  division,  if  I  remember  the  name  correctly 

Mr.  Dixon.  The  Flathead  division  includes  the  Mission  Valley. 

Mr.  Cramton,  Yes. 

We  decided  that  they  should  be  put  on  an  equality  as  to  construction  cost, 
which  would  take  about  $600,000,  if  I  remember  correctly,  off  the  construction 
charge  of  the  Camas  division,  not  wiping  it  off  the  slate  but  putting  that  in 
a  suspended  account;  and  that  we  should  build  a  power  plant.  We  learned 
that  the  project  needed  power,  that  the  villages  there  needed  electricity  for 
various  purposes,  and  so  we  proposed  that  to  complete  that  power  project,  using 
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the  Stream  flow  of  the  Flathead  River,  at  a  cost  that  was  estimated  then  and 
later  at  somewhere  around  $800,000;  that  the  profits  from  the  sale  of  that 
power  should  be  used,  first,  to  repay  the  Government  for  the  cost  of  construct- 
ing this  power  plant;  and  secondly,  to  retire  this  suspended  account  from  the 
Camas  division  due  the  Government ;  and  after  that  to  take  care  of  the  con- 
struction cost  of  the  project  generally. 

We  were  not  sure  how  that  would  appeal  to  other  sections  of  the  project 
than  the  Camas.  But  on  our  last  day,  in  conference  with  representatives  of 
the  various  water  users'  associations,  we  put  the  proposition  up  to  them  and 
found  that  it  met  entirely  with  their  approval.  There  was  involved  in  the 
proposition  this  also:  Th;;t  the  Government  would  not  go  ahead  with  this 
expenditure  of  $365,000  for  the  power  plant  until  the  project  entered  into  a 
new  contract  for  payment  of  its  obligation  to  the  Government.  The  contract 
was  to  put  our  relations  with  them  on  a  much  better  business  condition.  It  is 
not  necessary  for  your  purpose,  probably,  to  go  into  those  details. 

That  understanding  was  carried  into  the  appropriation  act  for  the  fiscal 
year  1927,  approved  May  10,  1926.  I  think  it  is  not  necessary  to  take  your 
time  to  read  any  portion  of  that  provision.  If  you  desire,  it  could  be  inserted 
here.    But  it  carried  into  effect  the  program  that  I  have  outlined. 

Later  I  was  told  by  the  Indian  Office  after  that  provision  became  law  that  a 
certain  powder  company  in  Montana  was  desirous  of  a  permit  to  develop  power 
using  Flathead  Lake  as  a  reservoir. 

Mr.  Dixon.  Right  there,  Mr.  Cramton :  You  also  discovered  that  this  irriga- 
tion project  was  for  the  benefit  of  the  Indian  lands  as  well  as  for  the  white 
settlers,  did  you  not? 

Mr.  Cramton.  Oh,  yes.  The  Indian  lands  were  given  a  greater  consideration 
in  this  enactment  than  the  white  lands.  As  I  recall,  about  one-fifth  of  the  land 
was  still  in  Indian  ownership ;  but  all  the  lands  were  originally  in  Indian 
ownership  and  were  sold  by  the  Indians,  giving  the  Indians  the  same  obligation 
as  any  owners  of  land  would  have,  selling  them,  not  to  stand  in  the  way  of 
their  proper  development,  the  only  kind  of  development  that  would  ever  make 
those  lands  valuable. 

So  far  as  the  Indian  aspect  was  concerned  at  that  time,  we  were  told  by 
Commissioner  Burke  that  the  Indians  would  have  certain  rights  in  connection 
with  the  lease  of  lands,  and  it  was  the  understanding  that  the  customary  fee 
would  be  paid  them  the  same  as  to  any  other  landowners,  although  the  power 
development  would  not  be  large;  and  it  was  not  expected  to  amount  to  more 
than  a  few  thousand  dollars  a  year  because  of  that. 

Later,  when  it  was  suggested  that  power  interests  desired  to  develop  a  big 
power  project  at  Flathead  Lake,  they  suggested  to  the  Indian  Office  that  if — 
and  as  you  understand,  this  being  termed  an  Indian  irrigation  project,  it  was 
under  the  Indian  Office  and  not  the  Bureau  of  Reclamation — suggested  to  the 
Indian  Office  that  if  we  would  forego  the  building  of  our  iwwer  plant,  they 
would  furnish  the  needed  power  to  the  project  at  a  price  lower  than  we  could 
manufacture  it.  That,  of  course,  seemed  reasonable  to  me — that  they  could 
do  that  very  nicely  on  a  big  power  development ;  and  I  said  to  the  bureau  that 
so  far  as  I  was  concerned,  if  they  really  did  make  a  proposition  and  really  did 
sell  to  the  project  on  more  favorable  terms  than  we  could  make  it,  then  there 
was  no  reason  for  us  to  get  in  the  way  of  a  big  development. 

After  some  negotiations  the  proposition  made  by  that  power  concern  became 
definite  enough  to  justify  our  belief  that  power  could  be  bought  better  than  to 
make  it,  as  far  as  the  project  was  concerned.  Therefore  later  legislation  was 
adopted  that  gave  the  Indian  Bureau  alternative  authority.  I  think  that  was 
in  the  appropriation  act  for  the  fiscal  year  1928,  which  was  approved  January 
12,  1927. 

The  change  at  that  time  In  the  legislation,  so  far  as  you  are  interested  in  it,  . 
was  to  permit  the  appropriation  that  had  been  made — we  had  appropriated 
enough  for  half  the  cost  of  the  power  plant  on  a  2-year  program — we  then 
made  In  the  1928  act  that  appropriation  available  to  the  disbursing  department, 
either  for  the  building  of  the  power  plant  or  for  the  construction  of  a  distribut- 
ing system  in  case  they  bought  power;  and,  further,  that  in  the  event  that 
that  policy  was  followed,  that  the  profits  that  would  result  from  the  snh\  the 
resale  of  that  power,  should  be  distributed  as  we  had  already  provideil  that 
the  profits  from  manufactured  power  should  be  distributed.  That  left  it  with 
the  department,  and  negotiations  continued  between  the  department  and  the 
power  people  as  to  the  nature  of  the  contract,  and  so  forth. 

There  were,  of  course,  varibus  controversies  arising  from  time  to  time  that 
had  delayed  this.    The  project  found  it  diflicult  to  agree  on  the  new  contract  that 
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was  required,  and  great  efforts  were  necessary,  and  certain  portions  of  the 
project  have  not  as  yet  entered  into  the  contract ;  and  in  one  of  the  appropria- 
tion acts  we  changed  it  so  that  it  did  not  require  the  entire  acreage  to  agree, 
but  a  certain  part  of  it  could  enter  into  a  contract,  and  then  that  part  of  it 
would  have  the  benefits  of  the  legislation. 

Later,  in  the  1929  act,  which  was  approved  March  7,  1928,  a  further  attempt 
was  made  to  work  out  this  problem,  and  that  cal'ried  this  provision :  It  is  pos- 
sible that  the  authority  for  the  use  of  the  distributing  system  first  appears  in 
the  1928  act.  I  won't  take  your  time  to  read  it.  The  1928  act  certainly  did 
provide  for  the  distribution  of  the  profits,  and  I  think  that  first  appeared  in  that 
act — that  is,  the  profits  from  the  operation  of  the  distributing  system.  That 
act  further  has  this : 

"  Provided  further,  That  the  Federal  Power  Commission  is  authorized  in  ac- 
cordance with  the  Federal  water  power  act,  and  upon  terms  satisfactory  to  the 
Secretary  of  the  Interior,  to  issue  a  permit  or  peruiits  or  a  license  or  licenses 
for  the  use  for  the  development  of  power  or  power  sites  on  the  Flathead  Reserva- 
tion and  of  water  rights  reserved  or  appropriated  for  the  irrigation  projects. 

"  Provided  further,  That  the  rentals  from  such  licenses  for  the  use  of  Indian 
lands  shall  be  paid  to  the  Indians  of  said  reservation  as  a  tribe,  which  money 
shall  be  deposited  in  the  Treasury  of  the  United  States  to  the  credit  of  said 
Indians,  and  to  draw  interest  at  the  rate  of  4  per  cent,"  and  so  forth. 

That  is  the  authority  on  which  or  the  legislation  under  which  this  proceeding 
is  going  on,  as  I  understand  it. 

I  am  not  speaking  authoritatively  at  all  on  the  water-power  legislation.  My 
contact  with  the  work  of  the  Federal  Power  Commission  and  of  the  laws  govern- 
ing the  power  permits  issued  by  them  has  been  very  limited. 

In  my  effort  that  I  have  made  in  this  matter — and  I  think  I  am  justified  in 
saying,  in  the  effort  that  the  Committee  on  Appropriations  in  the  House  has 
made  which  has  resulted  in  this  legislation — it  has  not  been  the  desire  or 
attempt  of  Congress  to  usurp  the  authority  delegated  to  the  Federal  Power 
Commission  heretofore  by  Congress  with  reference  to  water-power  permits 
generally.  It  has  been  our  thought  that  in  passing  on  this  proposition  at  Flat- 
head Lake  the  Power  Commission  would  use  the  same  judgment  and  follow 
the  same  course  and  be  guided  by  the  same  principles  that  it  would  on  any 
other  power  application,  except  for  two  material  facts. 

The  first  of  those  facts  is  this:  In  a  later  act,  which  I  have  not  here — if  I 
recall,  it  was  in  the  deficiency  act — in  consultation  with  Assistant  Indian  Com- 
missioner Meritt  and  Secretary  West  last  December,  I  think,  it  was  suggested 
that  the  Flathead  Indians  should  not  be  subjected  to  the  charge  for  administra- 
tion of  the  water  power  act  against  their  lease  rentals  that  would  be  made  as 
against  lands  in  other  ownership.  I  don't  recall,  but  it  was  Mr.  Meritt's  esti- 
mates and  the  infonnation  that  I  had,  that  on  the  proposed  large  development 
that  charge  might  run  to  fifteen  or  twenty  or  twenty-five  thousand  dollars  a 
year.    I  don't  just  recall  which. 

As  a  result  of  that  conference  I  asked  Mr.  Meritt  to  draft  proper  language; 
and  having  received  it  from  him,  I  took  it  to  Senator  Wheeler,  of  Montana. 
The  bill  in  question  had  left  the  House.  It  was  too  late  to  do  anything  in  the 
House.  I  took  it  to  Senator  Wheeler  and  explained  the  situation  to  him.  It 
met  with  his  approval,  and  he  secured  its  inclusion  in  the  bill,  which  I  think 
was  the  deficiency  bill  that  passed  last  winter. 

That  did  make  an  exception  from  the  general  act  that  governs  the  commis- 
sion— and  that  is  the  first  exception  made — for  the  benefit  of  those  Indians, 
that  the  charge  of  $15,000  to  $25,000  a  year  should  not  be  made  against  them, 
but  would  be  borne  instead  by  the  Treasury  of  the  United  States. 

In  the  handling  of  matters  affecting  Indians  I  have  been  governed  by  this 
doctrine,  which  I  think  is  sound  :  That  when  it  comes  to  action  by  Congress 
on  a  matter  that  affects  Indians  on  one  side  and  other  American  citizens  on 
the  other  side,  Congress  has  no  moral  right  to  take  something  that  belongs  to 
white  men  and  give  it  to  the  Indinns.  The  Indians — nil  they  have  the  right 
to  expect  is  an  equality  before  the  law  and  to  be  treated  justly;  and  that 
does  not  involve  taking  something  away  from  white  citizens  and  giving  it  to 
them.  But  when  it  comes  to  the  Treasury  of  the  United  States,  we  have  cer- 
tain obligations  to  the  Indians,  certain  desires  with  reference  to  their  de- 
velopment; and  if  the  country  sees  fit  to  devote  some  money  out  of  the 
Treasury  to  the  development  of  the  Indians,  that  is  quite  right;  and  in  this 
case  we  felt  justified.  And  so  there  is  that  first  restriction  on  the  power  of 
this  commission  through  this  legislation  as  to  that  expense. 
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The  second  one  was  in  this  language :  **  The  Federal  Power  Commission  is 
authorized  in  accordance  with  the  Federal  water  power  act,  upon  terms  satis- 
factory to  the  Secretary  of  the  Interior,  to  issue  a  permit,"  and  so  forth. 
The  Secretary  of  the  Interior  is  a  member  of  the  Federal  Power  Commission; 
and  it  is  not  a  matter  of  the  general  law  that  the  action  of  the  commission 
be  subject  to  the  approval  of  the  Secretary  of  the  Interior,  except  us  he  acts 
as  a  member  of  the  commission.  But  this  language  was  put  in  for  this  reason : 
In  order  that  that  project  that  is  so  much  mixed  up  with  this  proposition 
might  be  properly  protected  also  in  its  rights. 

It  had  been  gone  into  with  care  by  the  representatives  of  the  executive  and 
legislative  branches  of  the  Government ;  and  we  were  prepared  to  go  ahead, 
and  the  money  was  available  for  the  construction  of  that  power  plant  for  the 
project.  The  tunnel  had  been  constructed  15  years  before,  or  20  years  before, 
at  the  expense  of  the  project.  We  had  authorized  the  construction  of  the 
power  plant  that  was  necessary  to  the  proper  development  of  that  project. 
That  power  plant  would  have  been  completed  and  in  operation  to-day  if  there 
had  not  come  this  application  from  the  power  interests  for  the  development 
of  a  big  proposition  at  Flathead  Lake. 

That  had  developed,  and  we  only  suspended  the  idea  of  building  a  project 
upon  the  definite  and  responsible  assurance  that  power  could  be  bought  more 
cheaply  than  we  could  make  it,  if  we  would  get  out  of  the  way.  And  so  the 
matter  was  suspended. 

Now,  our  committee  did  not  desire  to  take  a  chance  that  the  rights  of  that 
project  should  be  overlooked ;  but,  having  authorized  the  building  of  the  power 
plant  and  then  having  stood  aside  so  that  the  big  development  could  be 
effected,  we  did  not  want  the  project  left  without  any  proper  source  of  power. 
It  was  suggested  by  Mr.  Pope,  representing  the  project,  that  certain  terms 
be  put  here  in  the  legislation  that  the  Power  Commission  would  have  to 
require  of  the  permittee.  I  did  not  desire  to  encumber  legislation  with  a 
mass  of  details  of  permits,  and,  furthermore,  to  give  them  entirely  that  flexi- 
bility that  legislation  produces. 

Instead,  our  committee  discussed  the  matter  with  the  Indian  Office,  We  had 
the  assurance,  definitely  and  positively,  of  the  Indian  Office  and  of  the  Interior 
Department  that  the  project  would  be  given  an  opportunity  to  buy  power 
if  the  program  of  building  a  plant  was  foregone.  Hence,  the  matter  being  one 
that  the  Secretary  of  the  Interior  had  handled  entirely,  and  his  office  bein;? 
thoroughly  advised  as  to  all  of  these  complications  that  had  extended  over 
several  years,  we  accepted  that  assurance  and  left  it  simply  that  it  must  be 
on  terms  satisfactory  to  the  Secretary  of  the  Interior  and  that,  so  far  as  the 
committee  was  concerned,  had  to  do  with  the  assurance  of  proper  treatment 
for  the  Indians  that  were  his  wards  and  proper  treatment  of  this  irrigation 
project. 

The  appropriation  has  gone  on  from  year  to  year,  has  been  continued 
available.  Some  portions  of  it  have  been  used  to  caiTy  on  construction  works 
since  the  new  contracts  were  executed  by  a  part  of  that  project.  The  money 
is  now  in  the  Treasury  so  that  the  Interior  Department  have  it  in  their  dis- 
cretion to  begin  to-morrow  either  the  construction  of  that  power  plant  that  was 
authorized  by  Congress,  that  would  take  some  of  the  stream  flow  of  the 
Flathead  River,  or  in  the  construction  of  a  distributing  plant  that  would 
distribute  power  from  a  private  producer. 

Now,  I  desire  to  make  it  very  clear  to  the  commission  that  the  attitude  of 
our  committee,  and  I  think  I  can  fairly  say  the  attitude  of  Congress,  as  rep- 
resented by  the  legislation  that  is  on  the  statute  books,  is  that  we  have  not 
sought  to  dictate  what  permittee  should  have  the  permit  to  develop  Flathead 
Lake.  We  have  not  sought  to  hamper  or  limit  the  power  of  the  Federal  Water 
Power  Commission  in  determining  that.  We  have  sought  to  make  sure  that  the 
Indians  were  relieved  from  certain  charges  that  we  thought  were  more  onerous 
than  we  thought  they  ought  to  be  in  this  case,  and  to  make  sure  that  the 
project  through  this  development  was  assured  of  a  power  supply  as  cheaply 
as  they  could  make  it  themselves  If  they  went  ahead  with  the  project,  the 
power  project,  that  was  commenced  20  years  ago,  the  Newell  Tunnel. 

Now,  what  I  have  to  say  this  morning  I  am  saying  to  urge  not  that  any 
Individual  or  corporation  should  have  a  permit  but  to  urge  two  things :  That 
the  understanding  between  the  Department  and  Congress,  as  set  forth  in  its 
legislation,  for  the  protection  of  the  Indians  and  the  project  should  be  caiTievl 
out.  which  I  am,  of  course,  fully  satisfied  it  will  be. 
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Secondly,  I  am  here  to  urge  this :  The  proposed  power  development,  as  you 
gentlemen  know  very  well,  is  a  tremendously  big  proposition,  one  of  the  biggest 
power  propositions  in  the  United  States.  If  it  is  built,  it  means  a  very  large 
amount  of  money  each  year  to  those  Indians  in  rentals.  Each  year  of  delay 
in  the  building  of  that  power  plant  means  as  to  those  Indians  a  loss  of  some- 
thing like  $200,000.  That  loss  has  been  going  on  for  years.  It  is  going  on 
this  year.  It  has  been  going  on  all  the  time  of  this  legislation,  something 
like — I  am  not  speaking  exactly — something  like  $200,000  a  year  those  Indians 
are  losing  every  year  that  there  is  delay  in  the  development  of  this  water 
power. 

There  is  a  serious  damage  to  that  project.  It  is  a  feasible  project.  It  is  a 
splendid  country.  It  is  an  attractive  place  to  live.  One  of  the  most  promising 
irrigation  projects  that  we  have  got  in  the  West  to-day  is  that  Flathead  Indian 
irrigation  project.  It  is  even  under  the  most  adverse  circumstances  such  that 
settlers  came  in  there. 

One  thing  that  impressed  me  when  I  was  there  in  1925  was  the  splendid 
spirit  of  those  settlers  who  had  been  hanging  on  there  like  grim  death,  with 
disappointment  after  disappointment,  failure  to  give  them  what  had  been 
promised  them  in  the  way  of  water  supply ;  and  still  they  had  a  good  spirit 
left.  They  did  not  stick  around  kicking  about  the  Government.  They  simply 
said.  "  If  you  will  go  ahead,  we  will  make  good  on  this  project." 

That  spirit  is  worthy  of  consideration  by  the  Government.  They  are  being 
handicapped  in  the  development,  because  they  need  this  power.  They  need  it 
as  an  asset  to  the  towns.  They  need  to  be  able  to  say  to  intended  settlers,  "  We 
can  furnish  you  power  to  handle  the  constantly  increasing  electrical  equipment 
that  is  used  on  the  modern  farm." 

The  Northern  Pacific  that  serves  this  country,  under  Mr.  Benson,  has  carried 
on  the  best  program  of  land  settlement  that  I  have  encountered  on  any  irriga- 
tion project  in  the  West.  If  I  may  be  pardoned,  I  think  that  I  have  had  more 
contact  with  the  irrigation  problems  of  the  West  than  most  anybody  else. 
There  are  many  that  know  a  little  more  than  I  do  about  each  project,  but  I 
know  a  little  about  more  projects  than  most  anybody  else ;  and  I  say  that  the 
Northern  Pacific  in  their  scheme  of  colonization,  even  in  the  face  of  difficulties, 
have  been  bringing  in  splendid  settlers ;  and  if  we  can  get  to  the  point  where 
this  constant  effort  to  do  something  eventuates  in  real  construction  and  a  definite 
program  that  everything  is  going  to  take  its  place,  it  is  going  to  do  a  great  deal 
to  the  St^te  of  Montana.     So  much  for  that. 

There  is  a  further  development  and  a  further  aspect  for  the  benefit,  both  of 
the  Indians  and  of  the  whites,  of  that  region  in  the  development  of  this  great 
power  plant,  the  immense  amount  of  money  that  is  to  be  spent  in  the  construc- 
tion work  and  its  maintenance  afterwards.  You  probably  have  had  figures, 
but  it  runs  into  many  millions  of  dollars,  the  construction  of  this  plant. 

It  had  been  suggested  in  the  course  of  this  controversy — and'  these  things 
never  do  happen  without  some  controversy — and  it  has  been  suggested  from 
time  to  time  that  it  would  be  much  better  for  these  Indians  and  it  would  be 
much  better  for  the  people  on  the  project  and  for  the  State  of  Montana  if  the 
Government  would  go  in  there  and  build  this  project.  I  have  stated  publicly 
heretofore,  and  I  am  still  of  the  very  positive  opinion,  that  Congress — and  I 
say  this  without  regard  to  my  own  views.  I  have  voted  for  the  development  of 
Muscle  Shoals  in  Congress.  I  voted  for  the  development  of  the  Boulder  Canyon. 
I  go  further  in  willingness  to  use  Federal  funds  for  the  development  of  big 
power  propositions  of  an  interstate  character  than  do  a  great  many.  But 
regardless  of  any  view  of  my  own,  I  say  very  positively  that  there  is  not  a 
chance  of  Congress  for  many  years  to  come  spending  the  money  that  would 
be  necessary  for  the  development  of  the  Flathead  power  proposition  as  a  Federal 

I  suppose  if  it  is  not  otherwise  developed,  there  would  come  a  time  when  it 
might  be  done  by  the  Government.  But  it  would  not  be  done  within  the  lifetime 
of  those  settlers  on  that  project,  or  the  lifetime  of  those  Indians  on  that  reserva- 
tion ;  and  those  Indians  year  by  year  would  be  losing  the  $200,000  and  the 
settlers  would  be  enduring  misery  instead  of  living  in  a  prosperous  community. 

Therefore  I  must  say  that  I  believe  it  to  be  of  importance,  not  only  that  the 
Federal  Power  Commission  grant  a  permit  to  somebody — and  I  have  never 
sought  to  put  anything  in  your  way  as  to  whom  you  should  grant  it  to — but 
that  we  feel  that  not  only  you  should  grant  it  to  somebody  but  you  should  use 
your  best  judgment,  as  I  am  sure  you  will,  to  satisfy  yourselves  that  the  parties 
to  whom  you  granf  that  permit  will  proceed  with   reasonable  promptness  to 
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build  that  power  project.  We  have  had  enough  delay.  We  don't  want  a  permit 
that  is  just  a  piece  of  paper.  We  want  a  permit  that  is  going  to  mean  the 
development  of  that  site  and  bring  about  this  blessing  to  both  the  Indians  and 
the  whites  who  are  interested. 

I  don't  know;  maybe  I  have  spoken  with  more  force  than  you  would  expect, 
or  more  feeling  than  you  would  expect  to  have  from  somebody  from  Michigan 
about  something  that  is  a  couple  of  thousand  miles  away  from  home. 

I  don't  know  how  the  people  at  home  like  it.  At  times  I  have  run  strong 
and  at  other  times  I  would  not  run  strong.  But  I  don't  think  that  either  one 
worries  me  very  much.  I  have  taken  seriously  my  work  on  this  committee.  I 
have  realized  what  it  means  to  the  West ;  and  there  lias  been  nothing  that  has 
come  out  in  my  work  for  10  years  on  this  committee  and  in  these  problems 
there  has  been  nothing  that  has  come  up  before  us  that  has  taken  more  of  my 
time  than  this.  There  is  nothing  that  has  taken  more  of  my  interest  than  the 
working  out  of  this  rather  intricate  problem,  which,  in  the  first  place,  involves 
$5,000,000  that  ought  to  come  back  to  the  Treasury  some  time,  but,  more  than 
that,  involves  the  welfare  of  a  great  many  people,  and  in  a  large  extent  one  of 
our  Western  States. 

I  appreciate  very  much  your  courtesy  in  hearing  me  to-day,  and  I  would  be 
very  glad  to  answer  any  questions  that  you  desire  to  ask  me. 

Mr.  Dixon.  I  am  sure  that  every  person  in  any  way  attached  to  the  work  of 
this  commission  is  very  profoundly  appreciative  of  your  very  fair  and  concise 
historical  and  financial  story  of  this  much-vexed  question. 

Personally,  as  a  citizen  of  Montana  I  have  appreciated  what  you  have  done 
to  try  to  work  out  an  almost  hopeless  situation. 

Is  there  any  question  that  anybody  would  like  to  ask? 

Mr.  ScAiTERGOOD.  Mr.  Chairman,  may  I  make  a  brief  statement  to  the  com- 
mission ? 

Mr.  Dixon.  Yes. 

Mr.  ScATTEEGOOD.  Words  fail  me  to  express  the  happiness  that  I  have  in 
having  had  the  privilege  of  hearing  Mr.  Cramton's  admirable  statement  of  the 
situation,  which  I  am  sure  throws  a  flood  of  light  upon  this  whole  proposition. 

I  might  say  further  that  I  had  hoped  to  have  gotten  from  him  this  history, 
but  his  absence  in  Europe  had  previously  prevented  it.  So  I  specially  am  glad 
to-day  to  have  him  present  to  the  commission  what  he  has  said, 

I  want  to  say  on  behalf  of  the  Indian  Bureau  that  we  absolutely  unite 
a  hundred  per  cent  in  what  he  has  said.  It  would  be  lamentable  beyond  words 
If  any  dispute  should  be  brought  about  of  Indian  interests  as  against  white 
interests.  It  would  start  a  feud  which  would  last  for  years  in  that  region  and 
breed  all  kinds  of  trouble.  There  has  been  an  unfortunate  amount  of  bitter 
discussion  and  antagonism  of  interests  which  ought  to  have  been  cooperating  in 
past  years;  and  there  is  nothing  that  is  closer  to  the  heart  of  the  Indian 
Bureau — and  I  speak  feelingly,  because  I  visited  Flathead  last  summer  and  got 
acquainted  with  the  people  there,  as  well  as  some  of  the  Indians — there  is 
nothing,  I  say,  closer  to  the  heart  of  the  Indian  Bureau  than  its  desire  to  iron 
out  this  situation  that  has  been  causing  trouble  over  this  power. 

Now,  I  want  to  say  what  I  did  not  suppose  during  the  hearing  it  would  be 
the  time  to  say,  because  I  thought  it  would  come  later  on,  when  we  consulted 
with  the  Federal  Power  Commission  and  with  the  Secretary  of  the  Interior. 
But  I  am  going  to  anticipate  and  say  it  now,  that  as  soon  as  the  Indian 
Bureau  became  acquainted  with  the  fact  in  the  administration  of  the  Indian 
Bureau,  and  especially  since  the  case  has  been  so  admirably  put  forward  here 
during  these  proceedings,  and  now  capped  irrefutably  and  so  well  by  Mr. 
Cramton,  the  Indian  Bureau  could  not  consider  for  a  moment  anything  else 
than  cooperating  to  the  fullest  possible  extent  with  the  program  outlined  to 
protect  those  settlers. 

Now,  I  feel  sure  that  everyone  who  has  heard  any  of  my  questioning  in  this 
case  on  behalf  of  the  Indians  must  have  be(ni  convinced  that  I  not  only  have 
held  the  view  but  believe  that  I  can  prove  that  there  really  is  not  the  antago- 
nism, the  fundamental  difference  of  interest,  in  the  Indians  as  against  the 
settlers  that  has  been  supposed.  There  has  been  an  immense  amount  of  exag- 
geration and  misunderstanding  of  the  true  facts.  I  believe  that  when  the 
Federal  Power  Commission  comes  to  review  the  figures  tliat  will  have  been  sub- 
mitted by  these  various  parties  here  as  to  the  details  of  water  flow  and  so  on 
It  will  be  found  that  a  great  share  of  this  power  called  the  15,000-horse- 
power  block  will  be  available  as  secondary  power;  that  lit  nil  probability  its 
actual  cost  will  be  so  In.slgniflcant  that  It  disappears  In  tl^»  picture  of  the  big 
figures  that  are  involved  in  this  great  case. 
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We  have  not  yet  gone  to  the  bottom  of  all  of  the  figures,  but  when  we  do  I 
think  it  will  be  clearly  shown  that  there  is  plenty  to  go  around.  There  is 
plenty  to  protect  the  company,  and  the  company  must  be  protected  if  either 
applicant  is  awarded  a  license,  whoever  is  awarded  a  license;  and  the  Indian 
Bureau,  as  I  said  before,  has  not  a  particle  of  interest  one  way  or  the  other. 
Its  only  interest  is  that  wliichever  party  gets  this  to  see  that  the  Indians  get 
as  much  out  of  it  as  the  facts  warrant. 

But  I  say  that  if  this  is  awarded  to  either  one  there  is  plenty  in  it,  as  I 
believe  will  be  shown,  to  take  care  of  the  proper  return  to  the  company  under 
the  existing  law,  and  also  to  take  care  of  the  Indians  liberally,  as  determined 
"by  the  Federal  Power  Commission  and  by  the  Secretary  of  the  Interior,  and 
also,  and  I  think  necessarily,  these  settlers  for  whose  cause  you  have  heard 
«uch  a  splendid  appeal  to-day. 

I  want  to  put  myself  on  record  as  admiring,  as  I  said  earlier  this  morning, 
and  I  will  repeat  it,  because  I  want  Mr.  Cramton  to  know  it — this  policy  that 
lie  speaks  of,  this  safeguarding  of  the  Indian  interests  and  the  holding  of  the 
•Government's  hands  upon  this  site.  I  think  that  has  been  wise  in  the  extreme. 
It  has  been  handled  adroitly  and  wisely. 

As  I  pointed  out  earlier  when  I  talked  about  the  possibility  of  the  Govern- 
ment itself  doing  all  of  this  great  work,  even  at  a  less  cost  than  either  appli- 
cant, I  pointed  out  this :  That  the  Congress  had  kept  its  hands  on  the  situation, 
and  has  done  it,  as  I  said  before,  very  wisely. 

Now,  I  don't  mean  to  say,  and  I  want  the  Congressman  to  know  that  I 
would  not  in  any  way  state  it  a  particle  differently  from  what  he  has  expressed 
it  about  the  practicability  of  getting  Congress  to  go  on  with  the  bigger  project 
rather  than  a  little  pumping  project,  which  would  be  the  ideal  system,  pro- 
vided— and  this  is  the  great  thing — delay  will  not  be  involved.  If  delay  were 
not  involved,  it  would  be  something  strongly  to  advocate. 

But  inasmuch  as  we  haven't  any  doubt  that  Mr.  Cramton  knows  what  he  is 
talking  about  as  to  what  Congress  would  do — he  knows  better  than  the  rest  of 
us — I  consider  that,  although  it  is  permissive,  of  course,  for  Congress  to  go 
on  it  is  extremely  unlikely  that  it  will.  Therefore  we  are  well  advised  to 
turn  ourselves  to  a  study  of  the  minute  figures,  which  will  show  that  the  Indian 
is  entitled  to  a  larger  share  than  has  been  talked  by  either  one  of  these 
applicants. 

I  want  to  thank  Mr.  Cramton  on  behalf  of  the  Indian  Bureau  for  the  work 
that  he  has  done  to  protect  the  Indians'  rights  in  the  past,  not  alone  in  this 
case  in  having  succeeded  in  getting  Congress  to  waive  that  25-cent  fee  per 
horsepower  but  also  to  safeguard,  as  I  said  before,  the  whole  proposition  by 
bringing  the  Secretary  of  the  Interior  into  the  vSituation  in  a  special  and 
unique  way  applicable  to  this  case  only  because  of  the  fact  that  the  Interior 
Department  has  that  intimate  knowledge  that  no  one  else  could  have  as  a 
representative  of  the  Secretary  that  is  born  of  having  stood  by  this  proposi- 
tion from  the  beginning,  w^hether  it  was  in  the  reclamation  days  or  whether  it 
was  in  the  care  of  the  Indian  Bureau. 

I  hope  that  this  will  be  the  beginning  of  a  rejuvenescence  of  life  on  that 
Flathead  project  and  that  the  picture  which  the  Congressman  has  so  admirably 
drawn  may  come  to  be  realized. 

No  one  will  be  happier,  I  want  to  say  to  him,  than  the  Indian  Bureau ;  and 
we  will  again  put  ourselves  on  record  right  now  as  uniting  with  him  in  urging 
the  Federal  Power  Commission  and  the  Secretary  of  the  Interior  to  carry  out  a 
protection  of  the  interests  of  that  reclamation  project. 

Mr.  Dixon.  Are  there  any  questions  that  anybody  wants  to  ask  Mr.  Cramton? 

Mr.  Bonner.  Do  you  recall  how  large  a  project  is  contemplated  under  that 
1926  legislation;  how  large  a  power  plant? 

Mr.  Cramton,  My  understanding  is  that  it  was  a  plant  of  7,500  horsepower,  or 
something  like  that. 

Mr.  Bonner.  That  was  to  be  fully  covered  by  that  2-year  program? 

Mr.  Cramton.  Yes. 

The  estimate,  I  think,  that  was  finally  submited  was  something  over  $800,000 
for  the  building  of  a  plant,  including  the  lines ;  and  we  figured  that  there  was 
no  reason  to  contemplate  that  in  less  than  a  2-year  program. 

So  we  appropriated,  as  I  recall,  $395,000  the  first  year,  and  expected  to  follow 
it  with  a  very  similar  amount  the  second  year.  But,  of  course,  on  account  of 
the  progress  of  events  the  first  appropriation  has  not  been  used,  and  that  was 
to  take  the  plant  up  to  7,500  horsepower. 
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Mr.  Bonner.  Did  you  consider  that  the  money  still  remaining  unexpended  out 
of  this  appropriation  is  available  to  start  work  to-morrow? 

Mr.  Cramton.  Oh,  absolutely.  Very  clearly.  If  you  will  look  at  the  1930 
act — perhaps  I  ought  not  to  take  time  to  read  it — but  the  1930  act  makes  it 
very  clear  that  that  is  the  case.  I  think  I  have  it  here.  It  says :  "  The 
unexpended  balance  of  he  appropriation  for  continuing  the  construction  of  the 
irrigation  system  as  continued  available  by  various  acts  is  reappropriated  for 
the  fiscal  year  1930,"  and  that  $10,000  of  the  unexpended  balance  of  $395,000 
made  available  in  the  act  of  March  7,  1928,  for  the  construction  of  a  power- 
distributing  system  and  for  the  purchase  of  power  or  for  the  construction  of 
power  plants  shall  be  available  for  operation  and  maintenance. 

Of  course,  that  $10,000  was  set  aside  for  a  special  purpose,  but  it  refers  to 
the  unexpended  balance  of  the  appropriation  made  then  for  construction  of  a 
power  house  and  distributing  system  and  for  purchase  of  power  or  for  construc- 
tion of  a  power  plant.  So,  to-morrow  the  Interior  Department  could  begin 
the  construction  of  a  power  plant  if  they  think  it  wise  to  do  so;  and  I  hope 
that  if  the  commission  does  not  see  fit  to  issue  a  permit  for  a  proper  development 
of  the  big  project,  I  hope  and  anticipate  that  the  department  would  at  once 
proceed  with  the  building  of  the  small  plant. 

Mr.  Bonner.  I  am  glad  to  have  that  point  cleared  up,  because  there  has  been 
some  suggestion  made  here  that  this  later  legislation  making  the  money  avail- 
able for  other  purposes  had  rescinded  the  original  authority  to  construct  a 
power  plant. 

Mr.  Cramton.  No  ;  that  would  not  follow  at  all.  The  situation  is  this :  Here 
is  a  project  that  cost  around  $800,000,  and  $395,000  is  available.  If  Congress 
from  time  to  time  takes  a  piece  of  this  $395,000  and  uses  it  for  some  other 
purpose,  if  it  takes  aw^ay  $10,000,  that  does  not  affect  the  $385,000  remaining. 
As  long  as  there  is  a  dollar  remaining  unexpended  of  that  $395,000  we  can  go 
as  far  as  we  have  money  to  go.  Of  course,  their  power  to  construct  would  be 
limited  bv  the  money  that  was  available. 

I  think  that  of  that  amount  of  $395,000  about  $50,000  has  been  delegated  to 
other  purposes.  So  they  haven't  as  much  money  now  and  they  couldn't  go  as 
far  as  they  could  before ;  but  they  can  make  a  start,  and  we  will  take  care  of 
the  balance  whenever  they  say  that  they  want  it. 

Mr.  DixoN.  Are  there  any  further  questions? 

Mr.  Cramton.  I  thank  you  very  much. 

Mr.  Dixon.  We  will  stand  adjourned  until  2.15  o'clock. 

(Whereupon,  at  1  o'clock  p.  m.,  the  hearing  took  a  recess  until  2.15  o'clock 
p.  m.) 

AFTER  RECESS 

The  hearing  was  resumed  pursuant  to  the  taking  of  a  recess. 

Appearances:  As  previously  noted. 

Mr.  Dixon.  The  hearing  will  come  to  order.    Are  there  any  other  witnesses? 

They  say  Mr.  King  wants  to  make  a  correction  in  his  tabulations.  Is  there 
any  other  witness  we  can  put  on  in  the  meantime? 

Mr.  ScATTEBGOOD.  I  just  Want  to  state  that  Mr.  Kelly  has  very  kindly  called 
attention  to  an  error,  a  transposition  of  figures  from  one  side  to  another  which- 
will  affect  the  figures  that  I  proposed  to  use,  and  I  would  like  a  little  time  to- 
make  corrections  accordingly  if  some  other  witness  can  be  heard  in  the  mean- 
time. 

Mr.  Dixon.  Mr.  Forbes,  are  you  ready? 

Mr.  Forbes.  Yes. 

Mr.  Kelly.  Will  you  need  Cochrane? 

Mr.  ScATTERGooD.  I  wiU  need  Cochrane  a  little  later,  but  I  want  to  wait 
until  I  get  these  figures  corrected  in  accordance  with  the  error  you  called 
attention  to. 

Mr.  Forbes.  We  can  go  on  with  Mr.  Wheeler,  but  I  would  like  Mr.  Wheeler's^ 
testimony  completed  at  one  time  so  it  won't  be  scattered. 

Mr.  Dixon.  How  long  do  you  think  it  will  take? 

Mr.  Forbes.  I  don't  think  it  will  take  over  a  half  hour  on  direct.  I  don't 
know  how  much  cross-examination  there  will  be. 

Mr.  Dixon.  How  long  will  It  take  you  to  correct  your  figures? 

Mr.  ScATTERoooD.  I  wlll  Stand  aside  for  Mr.  Forbes. 

Mr.  Dixon.  All  right.  We  will  take  Mr.  Wheeler,  then.  We  nin<:f  finish  this- 
hearing  to-day. 
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Mr.  Forbes.  I  might  say  that  the  rebuttal  I  propose  to  put  on  has  been  ma- 
terially shortened,  and  thereby  time  has  been  saved  by  much  of  the  data  that 
have  been  produced  by  Mr.  Scattergood's  cross-examination  of  Mr.  Cochrane.  So 
I  don't  think  it  will  take  up  more  than  maybe  half  an  hour  for  our  direct  re- 
buttal. I  will  try  to  shorten  it,  too,  by  asking  Mr.  Wheeler  to  refer  to  any 
notes  he  has  made  of  the  testimony  of  the  witnesses  presented  by  the  Montana 
Power  Co.  who  have  criticized  his  statements  on  his  own  direct  testimony,  and 
so  far  as  possible  to  go  through  and  present  his  data  in  rebuttal. 

Whereupon, 

Walter  H.  Wheeler  was  produced  as  a  witness  in  his  own  behalf  in  rebuttal, 
m_      and  having  been  previously  duly  sworn  was  examined  and  further  testified  as 
follows : 

Direct  examination  by  Mr.  Forbes  : 

Question.  Mr.  Wheeler,  have  you  heard  the  testimony  of  Mr.  Cochrane,  of 
Montana  Power  Co. — all  of  his  testimony? 

Answer.  Yes.  sir. 

Question.  In  order  to  save  time  and  save  the  record,  will  you  take  up  several 
points  where  Mr.  Cochrane  criticized  your  plans  and  your  prospective  develop- 
ment and  state  as  concisely  as  you  can  your  reply  to  such  criticism? 

Answer.  Mr.  Cochrane  stated  that  he  had  been  unable  to  find  definite  figures 
to  prove  at  what  water  level  the  area  of  Flathead  Lake  was  determined  by  the 
Government  to  be  120,000  acres.    See  pages  1323  and  1324  of  the  record. 

On  page  4  of  Major  Butler's  report  of  March  17,  1928,  on  my  application, 
Major  Butler  says :  "  Flathead  Lake  is  about  25  miles  long  by  6  miles  wide. 
It  has  an  area  at  low  water  of  about  120,000  acres."  So  that,  according  to 
Major  Butler,  this  area  was  taken  at  low  water,  which  is  at  elevation  2,882. 
Both  Mr.  Kerr  and  Mr.  Cochrane  express  some  doubt  about  the  feasibility  of 
dredging  the  outlet  of  the  lake  to  permit  drawing  the  water  level  below  2,883. 

Since  I  have  been  in  Washington  I  have  investigated  the  map  made  by  the 
War  Department  showing  the  soundings  in  Flathead  Lake  and  Flathead  River, 
and  I  feel  sure  from  this  inspection  that  I  can  do  the  necessary  dredging  for 
$100,000,  as  I  have  estimated. 

Yesterday  I  saw  for  the  first  time — I  would  like  to  correct  that;  it  was  not 
yesterday ;  it  was  when  this  was  prepared.  Recently  I  saw  for  the  first  time  the 
records  of  stream  gage  on  the  Flathead  River  at  Poison  from  September  30, 
1928,  to  June  1,  1929,  which  are  now  in  the  hands  of  the  Federal  Power  Com- 
mission. I  have  calculated  the  amount  of  water  that  would  have  been  drawn 
from  storage  each  year  to  maintain  a  minimum  fiow  of  6,000  cubic  feet  per 
second,  and  find  as  follows : 

The  months  in  which  this  storage  was  drawn  and  the  total  number  of  acre- 
feet  are  given,  based  on  monthly  averages  of  stream  fiow,  1908  and  1909,  Sep- 
tember to  April,  inclusive,  1,152,600  acre-feet ;  1909  to  1910,  September  to  March, 
inclusive,  168,000  acre-feet ;  1910  and  1911,  September  to  March,  inclusive, 
399.600  acr(^feet ;  1911  and  1912,  September  to  April,  inclusive,  1,010,400  acre- 
feet;  1912  and  1913,  October  to  March,  718,400  acre-feet;  1913  and  1914,  Sep- 
tember to  March,  inclusive,  899,000  acre-feet;  1914  and  1915,  September  to 
March,  inclusive,  601.600  acre-feet ;  1915  and  1916,  September  to  March,  inclu- 
sive, 684,800  acre-feet;  1916  and  1917,  November  to  April,  inclusive,  1,109,000 
acre-feet ;  1917  and  1918,  September  to  March,  inclusive,  742,000  acre-feet ;  1918 
and  1919,  September  to  April,  inclusive,  1,314,400  acre-feet;  1919  and  1920, 
August  to  April,  inclusive,  1,927,400  acre-feet;  1920  and  1921,  September  to 
March,  inclusive,  654,600  acre-feet ;  1921  and  1922,  September  to  April,  inclusive, 
1,135,600  acre-feet ;  1922  and  1923,  September  to  April,  inclusive,  1,222.600  acre- 
feet  ;  1923  and  1924,  September  to  April,  inclusive,  1,224,700  acre-feet ;  1924  and 
1925,  September  to  March,  inclusive,  652,640  acre-feet;  1925  and  1926,  October 
to  March,  inclusive,  622,240  acre-feet;  1926  and  1927,  August  to  September, 
inclusive,  245,400  acre-feet;  1927  and  1928,  January  to  April,  inclusive,  257,060 
acre-feet :  1928  and  1929,  October  to  April,  inclusive,  987,822  acre-feet. 

Question.  What  do  those  figures  show  with  regard  to  withdrawals  in  the 
past  20  years? 

Answer.  Well,  it  appears  from  these  figures  that  there  was  only  four  years 
in  21  years  that  more  than  1,200,000  acre-feet  of  storage  would  have  been 
required,  at  200,000  acre-feet  as  the  storage  which  Mr.  Cochrane  has  estimated 
he  would  have  with  10  feet  of  storage  in  Flathead  Lake  between  elevations 
2,883  and  2,893.     In  two  of  these  years,  namely,  1922  and  1923,  and  1923  and 
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1924,  only  about  25,000  acre-feet  in  excess  of  1,200,000  acre-feet  estimated  by 
Mr.  Cochrane  would  have  been  required;  In  11)18  and  1919  a  total  of  about 
1,315,000  acre-feet  would  have  been  required,  and  in  1919  and  1920  about 
1,928,000  acre-feet  would  have  been  required. 

Mr.  Cochrane  stated  that  the  installed  capacity  of  the  Volta  or  Great  Falls 
plant  is  80,000  horsepower ;  Boulder  plant,  67,000  horsepower ;  Thompson  Falls, 
47,000  horsepower;  Rainbow  Falls,  47,000  horsepower;  Black  Eagle,  24,000 
horsepower;  making  a  total  installed  capacity  of  these  plants  of  265,000  horse- 
power. 

He  also  testified  that  the  prime  power  capacity  of  these  plants  for  90  per 
cent  of  time  is  estimated  at  187,000  horsepower.  On  that  basis  I  have  calcu- 
lated the  prime  power  capacity  of  the  nine  plants  which  the  Montana  Power  Co. 
now  has  developed,  with  a  total  installed  capacity  of  327,750  horsepower,  and 
find  that  if  the  ratio  of  the  installed  capacity  to  prime  power  capacity  is  the 
same  as  for  the  five  I  have  just  named,  the  total  capacity  of  the  nine  plants 
in  prime  power  90  per  cent  of  the  time'  would  be  about  230,000  horsepower.  I 
have  calculated  the  output  of  these  plants,  as  given  in  Wheeler  Exhibit  No.  17, 
for  1928  in  terms  of  continuous  horsepower  and  find  it  equaled  about  236,000 
horsepower,  which  is  102.6  per  cent  of  the  prime  power  capacity  based  on  90 
per  cent  of  the  time.  My  figures  for  the  Flathead  power  sites  are  based  on 
continuous  prime  power  caimcity  and  using  100  per  cent  of  that  capacity. 

Question.  Mr.  Wheeler,  will  you  state  what  conclusion  you  draw  from  your 
comparison  ? 

Answer.  Well,  I  would  conclude  from  that  calculation  that  it  is  very  reason- 
able to  expect  that  the  100  per  cent  of  prime  power  capacity  upon  which  I  have 
based  my  figures  can  be  realized. 

Mr.  Cochrane  stated  that  the  load  of  the  Montana  Power  Co.'s  system  is 
greatest  during  the  low-water  season  and  lowest  during  the  high-water  season. 
This  is  due,  of  course,  to  the  fact  that  a  great  deal  more  light  is  used  by  the- 
general  public  in  the  fall,  winter,  and  spring  months.  A  public  utility  such  as 
the  Montana  Power  Co.,  whose  load  is  mainly  for  general  purposes,  naturally 
has  its  greatest  load  in  the  seasons  when  the  days  are  the  shortest.  Just  the 
reverse  is  tnie  with  a  power  company  operating  on  the  plan  I  propose.  The 
electrochemical  and  electrometallurgical  load  is  a  constant  load.  In  addition 
to  that  we  will  have  a  considerable  market  for  power  for  irrigation  pumping 
during  the  high-water  period  between  May  15  and  August  15. 

Mr.  Cochrane  has  shown  that  the  Montana  Power  Co.  has  a  rather  high  load 
factor  as  compared  with  the  usual  load  of  power  companies  selling  power  for 
general  purposes.  I  believe  this  is  due  to  the  fact  that  the  Montana  Power  Co. 
has  a  large  electrometallurgical  load,  amounting  to  100,000  horsepower,  as 
stated  by  their  witnesses.    This  load  raises  the  load  factor  of  their  system. 

Mr.  Cochrane  also  stated  that  the  average  static  head  of  site  No.  1  is  185 
feet,  whereas  I  based  my  figures  on  175  feet.  If  it  is  185  feet,  the  continuous 
prime  power  capacity  of  site  No.  1  is  increased  about  5  per  cent,  which  would 
raise  my  estimate  based  on  87  per  cent  over  all  efficiency  to  110,000  horsepower 
of  continuous  prime  power. 

Question.  Does  that  complete  your  observations  on  Mr.  Cochrane's  statement? 

Answer.  Yes. 

Question.  Now,  will  you  refer  to  the  data  and  criticisms  of  your  plans  for 
the  use  of  this  power  for  electrometallurgical  use,  referring  particularly  to 
the  statements  of  the  technical  witnesses  offered  by  the  Montana  Power  Co.,. 
and,  if  possible,  go  through  the  several  items  without  interruption  V 

Answer.  Mr.  Laist  stated  that  he  did  not  know  about  many  of  the  electric 
processes  which  are  used  in  electrology.     See  pagt^s  885  to  892  of  the  record. 

Electric  power  in  large  quantities  is  required  for  the  production  of  the 
following  metals  from  their  ores  or  for  refining  purposes : 

Aluminum  is  produced  electrically.  Practically  all  the  aluminum  in  the 
world  is  so  produced.  The  ores  now  come  mainly  from  Arkansas  and  Georgia 
in  the  United  States,  or  from  abroad,  and  are  treated  at  points  where  electric 
power  is  cheap.  Recently  a  large  new  expansion  has  taken  place  in  the 
aluminum  industry.  The  Engineering  News  Record  of  September  26,  1929, 
has  an  article  entitled  "Lighter  Structures;  What  the  High-Strength  Alloys 
of  Aluminum  Can  Do."  In  Engineering  News  Record  of  October  3,  1929,  is  an 
article  entitled  "Lighter  Structures;  New  Massena  Mill  Will  Roll  Plates  and 
Shapes  of  Strong  Aluminum  Alloy." 

These  two  articles  show  the  great  Increase  in  the  use  of  and  the  <lenmnd  for 
aluminum.     For  example,  it  has  been  shown  that  aluminum  truck  bodies  for 


SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES     4309 

motor  trucks  will  pay  for  themselves  in  nine  months  and  that  thereafter  they 
will  earn  the  owner  at  the  rate  of  $800  per  annum  on  the  investment  in 
aluminum.  Railway  and  street-car  frames  of  aluminum  greatly  reduce  the 
dead  weight  of  rolling  stock,  and  therefore  reduce  the  amount  of  power  re- 
quired to  move  the  cars. 

On  the  new  Cowpers  Building,  in  Pittsburgh,  100,000  tons  of  aluminum 
spandles  were  used.  Similar  spandles  are  being  placed  on  the  new  Chrysler 
Building  in  New  York. 

Magnesium  is  prepared  almost  entirely  by  the  electric  process.  The  world's 
supply  of  metallic  sodium  is  being  produced  wholly  by  the  electric  process. 
The  entire  commercial  supply  of  potassium  chloride  is  produced  by  the  electric 
process.  Iron  and  steel  are  produced  by  the  electric  process,  and  various 
alloys  of  steel  are  also  made  by  electric  processes  such  as  ferromanganese,  ferro- 
silicon,  ferrochromium,  and  others.  The  use  of  ferrochrome  in  making  alloy 
steel  is  rapidly  expanding.  Chrome  steel  is  lighter  and  much  stronger  than 
ordinary  steel,  and  it  is  also  rust  resisting.  By  being  about  12  pt  r  cent  of 
ferrrochrome,  steel  becomes  practically  proof  against  corrosion.  This  has 
opened  a  large  and  rapidly  expanding  field  for  this  material.  At  the  present 
time  all  of  the  chrome  ore  used  in  the  United  States  is  brought  in  from  Africa 
and  other  far-away  places.  That  is,  I  think,  essentially  true.  There  are  a 
few  tons  mined  in  the  United  States,  but  the  amount  is  inconsequential. 

Calcium  carbide  is  made  entirely  by  the  electric  process.  Large  quantities 
of  it  are  produced  at  Niagara  Falls.  Calcium  cyanimide  is  made  by  the  elec- 
tric process,  and  large  quantities  of  this  are  produced  at  Niagara  Falls.  The 
raw  materials  for  the  operation  of  these  processes  except  bauxite,  which  is  the 
ore  of  aluminum,  are  available  in  Montana  and  contiguous  territory  in  com- 
mercial quantities,  within  easy  shipping  distance  of  the  Flathead  River  power 
sites. 

I  am  informed  that  bauxite  can  be  delivered  to  the  power  sites  at  a  price 
which  makes  the  manufacture  of  aluminum  with  $15  power  a  practical  com- 
mercial venture. 

That  covers  my  statement  in  regard  to  electrometallurgy. 

Question.  Did  you  hear  all  the  testimony  of  Mr.  Wells  and  Doctor  Gardiner 
with  regard  to  their  experience  in  the  use  of  electrolitic  methods  in  the  manu- 
facture of  phosphoric  acid? 

Answer.  Yes. 

Question.  Will  you  refer  to  statements  of  theirs  which  you  care  to  reply  to 
and  proceed  with  your  discussion? 

Answer.  Doctor  Gardiner,  I  believe,  suggested  that  I  should  communicate 
with  their  phosphate  salesmen  in  the  Northwest  territory. 

Question.  On  what  subjects? 

Answer.  On  the  question  of  the  use  of  phosphate  fertilizer  and  the  market 
for  it.    I  did  so  last  July. 

Question.  You  mean,  Mr.  Wheeler,  that  Doctor  Gardiner,  while  on  the  witness 
stand,  suggested  that  was  the  source  of  information  you  should  go  to  for 
information  regarding  the  market  for  superphosphate? 

Answer.  Yes. 

Question.  I  understand  you  had  already  made  that  investigation. 

Answer.  I  have.  On  July  13  I  wrote  to  Mr.  L.  M.  Bond,  Fargo,  N.  Dak.,  as 
follows : 

"  Dear  Sir  :  I  am  informed  by  Mr.  Niesome,  of  the  division  of  soils,  Minne- 
sota Agricultural  College,  that  you  can  probably  tell  me  the  approximate  num- 
ber of  tons  of  phosphate  fertilizer  used  per  annum  in  the  Northwestern  States. 
I  am  particularly  interested  in  learning  what  market  there  is  for  double  super- 
phosphate per  annum  in  the  Northwestern  States,  including  Washington.  Ore- 
gon. Idaho,  Utah,  Montana,  Wyoming,  North  and  South  Dakota,  Nebraska, 
Iowa,  Minnesota,  and  Wisconsin.  If  double  superphosphate  could  be  manu- 
factured by  the  electric  process  in  western  Montana  for  a  cost  around  $40  per 
ton,  could  it,  in  your  opinion,  be  marketed  at  a  profit  in  the  said  Northwestern 
States,  or  would  it  be  a  material  aid  to  northwestern  agriculture  if  the  cost  of 
phosphate  fertilizers  in  this  section  of  the  United  States  could  be  materially 
reduced  ? 

"  Yours  very  truly, 

"  Walter  H.  Wheelek." 

Question.  Read  the  reply  you  received  from  him. 

Answer.  In  reply  to  that  I  received  a  letter,  as  follows,  on  the  stationery  of 
the  Anaconda  Copper  Mining  Co.,  fertilizer  department,  Mitchell,  S.  Dak,  July 
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26,  1929,  addressed  to  me,  Walter  H.  Wheeler,  1000  Metropolitan  Life  Building, 
Minneapolis,  Minn. : 

"  Dear  Sir  :  Your  letter  of  the  13th  forwarded  to  me  from  Fargo,  hence  the 
delay.  Your  letter  read  with  a  great  deal  of  interest,  and  am  sorry  that  I  am 
unable  to  answer  it  all,  but  will  do  what  we  can  and  forward  the  same  to  our 
Chicago  office  for  further  answering. 

"  My  territory  now  covers  North  Dakota,  South  Dakota,  both  States,  and  just 
opened  up  by  our  people  this  year.  Entirely  new  in  both  States  as  far  as  any 
real  attempt  to  push  the  phosphate  goes. 

"  Tonnage  for  South  Dakota  this  year  approximately  200  tons,  and  North 
Dakota  about  100  tons.  However,  I  opened  up  Minnesota  for  the  company  in 
1920,  and  in  that  State  we  now  have  a  very  good  business.  Just  what  the 
tonnage  really  is  this  past  year  I  do  not  know,  but  as  an  indication  of  how  fast 
it  grows  I  might  cite  you  the  following  two  examples :  Martin  County  in  1920 
handled  only  40  tons  in  the  entire  county.  In  1927  they  shipped  in  440  tons  into 
the  same  county.  Pope  County,  Minn.,  handled  only  about  15  tons  in  1920, 
while  last  year  they  had  210  tons. 

"  I  know  of  one  county  in  Minnesota  where  they  figure  next  spring  on  putting 
a  40-ton  car  into  their  township. 

"  The  use  of  phosphate  in  any  of  these  Northwestern  States  is  still  very  much 
of  an  educational  one,  more  so,  really,  than  a  sales  campaign.  The  experimental 
stations  are  very  conservative  in  their  statements  and  recommendations  but 
coming  out  more  openly  each  year.  For  instance,  South  Dakota  station  at  Fargo 
shows  that  for  every  $2.12  spent  per  acre  per  year  for  phosphate  they  re- 
ceived a  gross  return  of  $9.11  per  acre  per  year  from  phosphate.  This,  as  you 
see,  means  practically  $9  return  per  acre  per  year  from  each  $2  invested  in 
phosphate.  The  station  has  20  years'  record  and  these  figures  are  the  average 
of  20  years.  This  is  a  most  wonderful  result  and  should  wake  them  up,  but  I 
will  venture  to  say  that  I  have  talked  more  phosphate  and  put  out  more  litera- 
ture as  well  as  more  figures  than  they  have.  Lack  of  funds,  I  presume,  limits 
what  they  can  do. 

"  Doctor  Hume  at  Brookings  is  certainly  sold  on  the  use  of  phosphate,  and  if 
he  could  would  push  it  much  faster,  I  am  sure. 

"  Montana  uses  very  little  phosphate  as  yet  except  in  the  sugar  beets,  and  not 
much  even  here.  It  will  be  some  time  in  using  phosphate.  AVe  are  selling  in 
Wisconsin,  North  Dakota,  South  Dakota,  Iowa,  Wyoming,  Minnesota.  Expect 
to  x>pen  up  in  Nebraska  and  Kansas  shortly.  Amount  of  phosphate  used  in 
these  States  at  the  present  time  very  small  but  do  not  know  what  the  tonnage  is. 
Wisconsin  and  Iowa  use  quite  a  bit. 

"  You  ask  if  double  superphosphate  could  be  manufactured  for  around  $40 
per  ton  by  an  electric  process  in  western  Montana  if  there  would  be  a  profitable 
market  for  it  in  the  said  Northwestern  States.  I  presume  by  double  phosphate 
you  mean  phosphate  containing  about  40  to  46  per  cent  available  phosphoric 
acid. 

"  Our  price  this  year  is  $58.88  per  ton  for  46  iter  cent  phosphate.  As  to  our 
manufacturing  costs  I  do  not  know.  Freight  in  40-ton  cars  from  Anaconda  runs 
about  $320  to  $350  per  car  to  Minnesota  and  South  Dakota  points.  Selling  ex- 
pense is  necessarily  high  because  of  the  comparatively  small  volume.  Our  sales 
are  all  for  cash,  bill  of  lading  attached  to  sight  draft. 

"  I  feel  this  way  about  the  demand  for  phosphate :  That  it  is  going  to  in- 
crease greatly.  I  believe  that  where  I  sold  only  about  200  tons  in  South  Dakota 
this  first  year,  that  it  would  not  surprise  me  to  sell  500  tons  next  year.  There- 
fore it  is  not  surprising  to  see  single  counties  alone  using  as  much  as  this.  I 
believe  that  it  will  not  be  long  until  phosphate  will  be  generally  used  by  all  good 
progressive  farmers.  It  takes  time  to  educate  them,  but  in  the  long  run  the 
tonnage  will  surely  pay. 

"As  stated  before,  I  can  not  answer  all  of  your  questions,  but  I  am  interested 
in  your  letter,  which  I  am  forwarding  to  our  Chicago  office,  Mr.  Lee  Vandelin, 
for  further  reply.  It  might,  perhaps,  be  well  for  you  to  write  him  also  direct, 
Lee  Vandelin,  237  Conway  Building,  111  West  Washington  Street.  Chicago,  111., 
care  of  the  Anaconda  Copper  Mining  Co.  I  certainly  enjoyed  having  a  talk  with 
you  about  this.    When  I  happen  to  be  in  the  Twin  Cities  next  will  look  you  up. 

"Yes;  undoubtedly  cheaper  phosphate  would  be  a  great  help  to  middle  west- 
ern agriculture  and  would  hasten  their  use  of  it. 

"Our  price  Is  based  on  $1.28  per  unit  retail.  It  might  be  best  not  lo  nuMition 
to  Mr.  Vandelin  that  I  replied  to  your  letter,  as  sometimes  they  object  to  our 
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replying  to  similar  inquiries  since  they  prefer  to  do  this  from  their  Chicago 
office. 

"  To  sum  up  your  inquiry :  Cheaper  phosphates  will  help  in  the  Northwestern 
States  and  tonnage  will  be  satisfactory,  I  am  sure,  if  one  does  not  expect  too 
nmch  the  first  few  yeal's. 

"  L.  M.  Bond." 

Mr.  Forbes.  I  will  not  offer  that  as  a  physical  exhibit  unless  Mr,  Kelly  desires 
to  have  it  go  in. 

Mr.  DixoN.  No ;  that  is  not  necessary. 

The  Witness.  Now,  with  regard  to  the  phosphoric  acid,  I  make  reference  to 
the  testimony  of  Mr.  Wells,  on  pages  549  to  604  of  the  record,  and  to  the  testi- 
mony of  Doctor  GardineT,  on  pages  722,  738,  759,  760,  761,  796,  798,  799,  and  80C. 
These  witnesses  have  given  unit  prices  from  which  comparisons  can  be  made 
with  the  tables  of  cost  in  Bulletin  1179  of  the  United  States  Department  of 
Agriculture,  pages  15  and  16.  That  bulletin  is  one  of  our  exhibits,  but  I  do  not 
remember  the  number. 

Mr.  Forbes.  That  was  put  into  the  record  by  reference.  It  was  not  listed 
among  the  physical  exhibits. 

The  Witness.  Doctor  Gardiner  stated  (see  pp.  799  and  800)  that  at  Anaconda, 
Mont.,  the  cost  of  the  available  phosphoric  acid,  P2O5,  in  their  superphosphate 
fertilizers,  is  $60  per  ton  or  60  cents  per  unit.  Doctor  Gardiner  also  stated 
(see  p.  796)  that  the  phosphoric  acid  produced  by  them  using  the  sulphuric  acid 
method  cost  considerably  more  than  $60  per  ton  of  P2O5. 

Taking  Table  5  of  the  Department  of  Agriculture  Bulletin  1179  as  a  basis 
and  the  unit  prices  given  by  Doctor  Gardiner  for  phosphate  rock  and  avail- 
able phosphoric  acid,  P2O5,  in  the  superphosphate  made  at  Anaconda,  I  find  as 
follows : 

"Phosphate  rock,  98,100  tons,  at  $6.  $5.88.  Labor  and  power,  at  $1.30  per 
ton,  $2.68.  Drying,  at  25  cents  per  ton,  52  cents.  Total  per  ton  of  P2O5,  $9.08. 
Deducting  this  total  from  $60  per  ton  leaves  $50.92  as  the  cost  of  0.67  of  a 
ton  of  P2O5  in  the  form  of  58°  B.  acid." 

Question.  Mr.  Wheeler,  you  don't  mean  0.67,  do  you? 

Answer.  I  mean  0.67  of  a  ton.  Which  would  make  the  cost  of  available  P.Os 
in  the  phosphoric  acid  produced  at  Anaconda  $76  per  ton.  Doctor  Gardiner's 
figures  include  only  labor  and  materials,  as  he  stated. 

Doctor  Gardiner  said  (see  p.  722)  that  the  Anaconda  Co.  hauls  its  rock  400 
miles  by  rail.  Both  Mr.  Wells  (see  p.  603)  and  Mr.  Laist  (see  p.  833)  stated 
that  freight  charged  for  this  400  miles  is  $2.75  a  ton,  and  that  the  mining  cost 
is  $3.25  per  ton.  Doctor  Gardiner  stated  (see  pp.  759  and  760)  that  if  they 
could  run  their  plants  at  anywhere  near  capacity,  the  mining  cost  could  be 
reduced  $1.25  per  ton,  which  would  bring  their  mining  cost  down  to  $2  per  ton 
of  rock  on  the  cars  at  the  mine. 

Doctor  Gardiner  stated  the  relatively  large  sum  of  75  cents  to  90  cents  per 
ton  of  their  mining  cost  is  for  the  ore  concentration  to  blow  out  the  clay.  (See 
p.  761.)  Deducting  this  figure  from  the  $2  per  ton  brings  the  actual  mining  cost 
under  those  conditions  down  to  $1.10  to  $1.25  per  ton  of  phosphate  rock  f.  0.  b. 
cars  at  the  mine. 

At  this  point  I  wish  to  refer  to  and  make  part  of  the  record  two  issues  of  the 
Anode,  published  by  the  Anaconda  Copper  Mining  Co.  at  Butte.  Mont.,  and  on 
file  in  the  library  of  the  Bureau  of  Mines — namely,  the  issue  of  September  15, 
19^,  and  the  issue  of  October  15,  1923.  In  these  two  issues  the  elaborate  roast- 
ing, grinding,  and  cleaning  process  employed  by  the  Anaconda  Co.  to  remove 
impurities  from  the  phosphate  rock  and  reduce  it  to  a  fineness  so  that  80  per 
cent  will  pass  100  mesh  screen  is  described 

Doctor  Gardiner  said  (see  p.  738)  that  the  grade  of  the  phosphate  rock  has  to 
be  considered  in  connection  with  the  treatment  by  their  acid  process.  (Again 
see  p.  760.) 

He  said  the  Garrison  phosphate  rock  is  mixed  with  shale  and  other  layers  of 
rock.  Shale  and  clay  are  the  same  kind  of  material.  Again,  he  said  on  page 
761  that  the  Idaho  rock  contains  very  little  clay,  and  such  as  there  is  is  easily 
separated  at  a  cost  of  75  to  90  cents  per  ton  of  rock  mined. 

Referring  to  page  13  of  Bulletin  1170,  Department  of  Agriculture,  I  find  the 
following  statement  regarding  the  electric  furnace  process — namely,  that  great 
savings  can  be  effected  by  using  the  low-grade  and  run-of-mine  phosphorus, 
which  are  there  unfit  for  treatment  with  sulphuric  acid  because  of  the  inherent 
character  of  the  rock  here  must  be  treated  by  mechanical  means  to  separate 
phosphate  from  the  impurities. 
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Question.  Mr.  Wheeler,  right  there  state,  if  you  know,  if  there  is  any  benefit 
to  the  inclusion  of  some  clay  or  shale  in  phosphate  rock  treated  by  the  electric 
process. 

Answer.  Well,  iron  and  alumina,  which  comes  from  the  clay  in  the  rock,  make 
the  slag  more  easily  workable  according  to  the  experts  in  the  Department  of 
Agriculture  who  have  worked  with  this  experimental  furnace  at  Arlington 
Farm. 

Question.  So  is  the  inclusion  of  clay  in  phosphate  rock  when  manufactured 
into  phosphoric  acid  by  the  electric  method  an  asset  or  a  detriment? 

Answer.  It  would  be  an  asset. 

Question.  Is  it  a  detriment  or  an  asset  when  manufactured  into  phosphoric 
acid  by  the  sulphuric-acid  process? 

Answer.  Well,  it  is  a  detriment  when  used  for  the  sulphuric-acid  process. 

Question.  All  right.     Go  on. 

Answer.  Referring  to  pages  40  and  41  of  the  majority  and  minority  report, 
Muscle  Shoals  inquiry,  which  has  been  previously  referred  to  in  our  side  of 
the  case  and  made  a  part  of  the  record  by  reference,  as  I  recall.  I  find  that 
elaborate  and  expensive  methods  of  cleaning  phosphate  rock  are  necessary  for 
using  the  sulphuric-acid  process  and  are  not  necessary  for  the  electric-furnace 
process.  Also,  that  practice  has  shown  that  impurities  which  are  detrimental 
to  acid  process  are  helpful  to  the  electric-furnace  process. 

United  States  Geological  Survey  Bulletin  640^K.  dated  1917,  describes  the 
Garrison  and  Phillipsburg  phosphate  fields  of  Montana  in  detail. 

Question.  Have  you  a  copy  of  that  bulletin  with  you?  Is  that  the  one  you 
had  put  in  by  reference  before? 

Answer.  No;  this  should  be  put  in  by  reference  now.  There  are  three  of 
them  to  put  in. 

Mr.  Forbes.  I  offer  as  part  of  the  record,  by  reference,  Bulletin  640-K,  en- 
titled "  Garrison  and  Phillipsburg  Phosphate  Fields,  Montana,  by  J.  T.  Pardee, 
published  January  20,  1917,"  and  published  by  the  Department  of  the  Interior. 
In  that  connection  I  would  like  to  add  as  part  of  the  record,  by  reference, 
Bulletin  580-N,  entitled  "Ellison  Phosphate  Field,  Montana,  by  R.  W.  Stone 
and  C.  A,  Bonine,"  published  by  the  Department  of  the  Interior,  United  States 
Geological  Survey,  dated  1914;  and  Bulletin  715-J,  entitled  "Phosphate  Rock 
Near  Maxfield,  Granite  County,  Mont.,  by  J,  T,  Pardee,"  published  by  the 
Geological  Survey,  Department  of  the  Interior,  dated  1921 ;  all  to  become  part 
of  the  record  by  reference. 

The  Witness.  In  Bulletin  640-K  there  is  a  large  colored  map  inserted  be- 
tween pages  206  and  207.  which  shows  the  location  and  extent  of  the  Garrison 
phosphate  fields,  with  geological  sections  through  the  field.  This  map  also 
shows  that  the  field  is  exceptionally  free  from  faults  except  on  the  eastern 
end.  On  page  220  the  thickness  in  phosphate  content  of  the  rock  at  widely 
separated  points  is  given,  the  thickness  being  4  feet  to  4  feet  3  inches.  On 
page  221  a  complete  analysis  of  a  sample  of  the  rock  is  given.  On  pages 
221,  222,  and  223  the  easy  accessibility  of  the  rock  from  the  railroad  is  described 
as  5  to  6  miles  with  a  down-grade  haul  of  100  feet  per  mile.  The  tonnage  of 
rock  that  can  be  mined  with  tunnels  5,000  feet  long  on  the  vein  and  sto]ies 
above  is  given  as  6.000,000  tons  at  one  point,  and  the  total  overland  mine 
phosphate  rock  in  the  phosphate  field  is  given  at  07,()()(MK)0  tons.  This  tonnage 
will  keep  a  100,000  horsepower  phosphoric  acid  i)]ant  running  at  full  capacity 
for  400  years. 

In  addition  to  the  Garrison  field  there  are  other  sources  of  supply  as  good 
or  better  and  about  the  same  distance  from  the  railroad.  See  United  States 
Geological  Survey  Bulletin  715-J,  and  particularly  the  geological  niap  and  sec- 
tions between  pages  142  and  143  and  the  desciipt  ion  of  tlio  fi'ld.  Also,  see 
particularly  the  table  on  page  144  showing  vein  tli;ek)iess  of  4.1  in  a  P.O.-i  content 
of  31.53  per  cent. 

There  Is  also  the  FJlison  Held  dcscrihed  in  United  States  Geological  Survey 
Bulletin  580-N,  and  the  Melrose  field,  described  in  United  States  Geological 
Survey  Bulletin  470. 

Numerous  other  bulletins  are  mentioned  and  the  prosphate  fields  briefly 
described  in  United  States  Geological  Survey  Bulletin  No.  795  of  1928,  which  is 
already  in  this  record  by  reference. 

Mr.  J.  T.  Pardee,  of  the  United  States  Geological  Survey,  who  wrote  several 
of  the  bulletins  on  the  phosphate  fields  of  Montana,  informed  me  recently  that 
the  mining  of  this  phosphate  rock  Is  similar  to  mining  coal.  I  spent  two  years 
in  coal-mlnlng  work  In  southern  Colorado  and  northern  New  Mexico.    I  am 
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familiar  with  the  mining  costs.  I  have  also  worked  as  a  miner  in  the  gold 
mines  of  Grass  Valley,  Calif.  Phosphate  rook  weighs  two  and  a  half  tons  per 
cubic  yard  in  place. 

The  Montana  Power  Co.  estimates  the  cost  of  their  rock  tunnel  excavation  on 
the  Flathead  project — see  their  detailed  estimate  in  their  application  for  a 
license — at  $5  per  cubic  yard.  This  would  be  $2  per  ton  if  it  was  in  phosphate 
rock. 

Tunnel  work  in  mining  is  much  more  costly  than  stoping  out  the  rock. 
Based  upon  my  own  knowledge  of  mining  costs  I  considered  that  $2  per  ton 
is  a  conservative  figure  for  mining  phosphate  rock  in  Montana  and  delivering 
it  on  cars  at  the  mine.  I  have  consulted  the  Bureau  of  Mines  as  to  mining 
•costs  in  Idaho  and  Montana  for  4-foot-thick  pitching  veins. 

I  have  also  described  these  phosphate-rock  deposits,  and  they  have  told  me 
that  according  to  the  information  they  have  my  figure  of  $2  per  ton  is  con- 
servative. They  have  collected  a  large  amount  of  complete  data  on  actual 
mining  costs.     I  have  also  discussed  these  phosphate-rock  deposits  with  other 

•  engineers  who  have  made  special  examinations  of  them,  and  they  have  advised 
me  that  they  can  be  easily  mined.  There  are  several  of  these  prosphate 
deposits  in  Montana  within  125  miles  by  rail  of  Poison  and  Dixon.  If  the 
Anaconda  Co,  pays  $2.75  per  ton  freight  for  hauling  the  rock  400  miles,  I  think 
it  is  reasonable  to  conclude  that  my  power  customers  can  have  it  hauled  125 
miles  for  90  cents  per  ton. 

Taking  the  foregoing  facts  and  figures  as  a  basis,  I  have  calculated  the  cost 

•  of  producing  P2O3  by  the  electric-furnace  method  near  Poison,  and  find  as 
follows : 

Phosphate  rock  at  3.7  tons  at  $3  is  $11.10;  sand,  1.64  tons  at  50  cents,  82 
cents;  coke  breeze,  0.75  tons  at  $8,  $6;  electrodes,  2.13;  labor,  $4.45;  power, 
1.38  horsepower-years  at  $15,  $20.70.  Repairs  are  omitted.  Cost  per  ton  of  P2O5, 
$45.20.  This  product,  which  I  am  confident  I  can  produce  at  $45.20,  including 
the  above  items  of  cost,  is  the  same  product  which  according  to  Doctor  Gardiner's 
figures  would  cost  $76  per  ton  by  the  acid-process  method  used  by  the  Anaconda 
•Copper  Co. 

If  $3  per  ton  is  added  to  my  figures  for  general  expense,  making  a  total  cost 
-of  $48.20  per  ton  of  P2O5,  my  figures  may  then  be  compared  with  the  figures  of 
-Mr.  Laist  for  phosphoric  acid  made  by  the  sulphuric-acid  process.  See  pages 
833  and  834  of  the  record,  which  are  as  follows  when  converted  into  tons: 
Phosphate  rock,  3.7  tons,  at  $6,  $22.20 ;  sulphuric  acid,  3.7  tons,  at  $3.50,  $13.25 ; 
labor,  $8 ;  supplies,  $4 ;  repairs  omitted ;  power  and  expenses,  $4 ;  general 
-expense,  $3;  cost  per  ton  of  PaOs,  $54.45. 

Even  this  very  low  figure  is  $6.25  per  ton  higher  than  my  estimated  cost. 

If  I  use  the  same  power  consumption  as  Mr.  Wells  (see  p.  602) — namely, 
1.15  horsepower-years  per  ton  of  P2O5,  my  power  cost  would  be  $17  per  ton  and 
my  estimated  cost  of  phosphoric  acid  would  be  $44.75  per  ton  of  P2O5.  This  is 
-$9.70  per  ton  less  than  the  cost  arrived  at  by  Mr.  Laist  for  P2O5  made  by  the 
sulphuric-acid  process  at  Anaconda.  It  is  $31.25  per  ton  less  than  the  cost  I 
arrived  at  by  using  Doctor  Gardiner's  figures  for  the  sulphuric-acid  process. 

I  am  informed  by  the  men  in  charge  of  this  kind  of  work  by  the  Department 
■of  Agriculture  that  Mr.  Carruthers  has  told  them  that  the  Federal  Pliosphorus 
<^o.,  at  Anniston,  Ala.,  is  actually  getting  lower  costs  than  were  indicated  by 
the  experiments  at  Arlington  Farm  described  in  Bulletin  1179  of  United 
States  Department  of  Agriculture. 

In  all  of  the  above  figures  I  hav«  omittetl  any  consideration  of  the  valuable 
by-products,  such  as  ferrophosphorus,  or  high  alumina  cement,  which  could  be 
made  to  lower  the  cost  of  the  phosphoric  acid. 

It  has  been  stated  by  the  witnesses  of  the  other  applicant  that  the  making 
of  nitrogen  with  electric  power  is  an  obsolete  process.  In  the  American  Fer- 
tilizer for  October  12,  1929,  is  the  announcement  that  the  Shell  Chemical  Co.,  a 
subsidiary  of  the  Shell  Oil  Co.,  is  constructing  such  a  plant  at  Long  Beach, 
Calif.,  to  make  nitrogen  and  ammonia  by  the  fixation  process,  using  electric 
power. 

If  the  Liljegren-Roth  process  for  making  phosphoric  acid  with  the  electric 
furnace  is  used  (see  Wheeler  Exhibit  No.  23,  p.  268),  phosphoric  acid  and 
hydrogen  are  produced.  The  hydrogen  can  readily  be  converted  into  ammonia 
and  the  ammonia  used  to  make  ammonium  phosphate  in  connection  with  phos- 
phoric acid. 

Mr.  Forbes.  I  would  like  to  state  for  the  record  that  Exhibit  No.  22  or  No.  23, 
just  referred  to  by  the  witness,  is  the  book  Fixation  of  Nitrogen,  by  Ernst, 
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which  was  presented  by  one  of  the  witnesses  for  the  Montana  Power  Co.  and 
put  in  as  one  of  our  exhibits. 

The  Witness.  In  this  connection  I  quote  from  page  113  of  Wheeler  Exhibit 
No.  23,  used  by  Mr.  Laist  as  his  authority,  as  follows : 

"Ammonium  phosphate,  because  it  is  a  concentrated  material  containing  two- 
plant  foods,,  is  sure  to  become  an  important  fertilizer  salt  in  this  country." 

In  all  of  the  figures  given  heretofore  for  phosphoric  acid  cost,  plant  charges, 
repairs  and  general  expense  have  been  omitted.  In  order  to  place  my  estimate 
of  cost  on  a  commercial  basis  I  will  add  $10  per  ton  of  P-Os  to  cover  these 
items,  which  gives  me  a  total  cost  of  $55.20  per  ton  of  P^Ob  for  phosphoric 
acid;  $10  per  ton  is  two  and  one-half  times  the  charge  for  this  item  included 
in  the  figures  in  the  Muscle  Shoals  report  before  referred  to.     (See  p.  65.) 

By  Mr.  Forbes  : 

Question.  You  mean  page  65  of  the  Muscle  Shoals  report? 

Answer.  Yes.  Hydrogen  is  proiluced  at  Niagara  Falls  electrically  as  a 
by-product  of  the  manufacture  of  caustic  soda.  Caustic  soda  is  manufactured 
by  the  electrolysis  of  a  solution  of  common  salt  and  water.  One  ton  of  salt 
produces  about  two-thirds  of  a  ton  of  caustic  soda.  To  produce  1  ton  of  caustic 
soda  requires  about  one-half  of  a  horsepower-year  of  electric  power.  Salt  can 
be  delivered  at  the  Flathead  River  power  site  for  about  $12  per  ton.  I  estimate 
the  cost  of  producing  1  ton  of  caustic  soda  at  the  Flathead  power  site  as  fol- 
lows :  Salt,  iy2  tons,  at  $12,  $18 ;  electric  power,  one-half  horsepower-year,  at 
$15,  $7.50;  labor,  $5;  repairs  and  renewals,  $2.50;  plant  charges  and  overhead, 
$10 ;  cost  per  ton  of  caustic  soda,  $43.  The  contract  price  of  76  per  cent  caustic 
soda  is  $58  per  ton  in  carload  lots. 

Question.  What  is  the  source  of  your  information  on  that  point? 

Answ^er.  I  have  used  the  Oil,  Paint  and  Drug  Reporter,  of  12  Gold  Street, 
New  York.  N.  Y.,  October  28,  1929,  as  my  authority  on  that  price. 

Question.  Does  that  journal  report  current  prices  on  these  commodities? 

Answer.  It  does.  In  making  1  ton  of  caustic  soda  about  eight-tenths  of  a  ton 
of  chlorine  is  produced  and  about  50  pounds  of  hydrogen,  which  is  equivalent 
to  about  280  pounds  of  ammonia.  Chlorine  is  made  into  bleaching  powder  by 
passing  the  gas  over  slacked  lime  to  produce  bleaching  powder,  or  it  is  liquefied 
under  pressure  into  liquid  chlorine.  Either  or  both  of  these  processes  can  be 
produced.  The  liquid  chlorine  is  shipped  in  pressure  tanks  for  chemical  pur- 
poses and  for  water  purification.  The  increasing  number  of  water  purification 
plants  for  city  water  supplies  in  the  Western  States  is  expanding  the  market  for 
this  purpose.  Chlorine  was  also  used  in  large  quantities  during  the  World  War 
as  a  poison  gas. 

The  ammonia  produced  can  be  used  in  the  production  of  ammonium  phos- 
phate fertilizer  in  connection  with  an  electric  furnace  plant  producing  phos- 
phoric acid. 

A  100,000-horsepower  electrochemical  plant  for  producing  phosphoric  acid  and 
caustic  soda  would  have  chlorine,  ammonia,  ferrophospliorus,  soda  ash,  and 
possibly  high  alumina  cement  as  by-products.  If  such  a  plant  is  operated  pri- 
marily as  a  fertilizer  plant,  It  would  produce  approximately  the  following  quan- 
tities of  products  annually:  Phosphoric  acid,  PsOb,  48,000  tons;  caustic  soda, 
77,000  tons ;  chlorine,  68,000  tons ;  ammonia,  NHs,  11.000  tons. 

If  the  phosphoric  acid  and  ammonia  are  all  used  to  make  ammonium  phos- 
phate, about  80,000  tons  of  ammonium  phosphate  will  be  produced  annually, 
containing  0.148  tons  of  ammonia  and  0.63  tons  of  PjOb  of  ammonium  phosphate. 
This  ammonium  phosphate  contains  a  high  per  cent  of  available  plant  food,  and 
in  a  form  which  can  be  shipped  long  distances  in  competition  with  other 
fertilizers,  and  in  ordinary  containers. 

Again  referring  to  Wheeler  Exhibit  No.  23,  used  by  Mr.  Laist  as  his 
authority 

Question.  Will  you  give  the  title  of  that  for  the  record? 

Answer.  Fixation  of  Atmospheric  Nitrogen,  by  Ernst. 

"Amyl  phos,"  which  is  the  trade  name  for  ammonium  phospliat."  •  Ixcnist^ 
of  its  iiigh  cost,  being  produced  with  amnionia  from  cyanamide,  has  not  been 
able  to  find  a  market  in  this  country,  but  has  been  exported  chiefiy  to  the 
Orient.  The  longer  the  freight  haul,  the  greater  is  the  possibility  of  sale,  as 
1  ton  of  the  14-47  grade  is  the  equivalent  of  approximately  31/2  tons  of  the 
necessary  ammonium  sulphate  and  acid  phosphate  to  supply  the  same  plant 
food.  The  freight  on  2^2  tons  of  material  may  then  be  used  to  offset  any  manu- 
facturing cost  differential." 
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Question.  How  would  the  ammonium  pliospliate  that  you  propose  to  have 
manufactured  at  this  site  compare  with  the  ammonia  and  phosphate  content  of 
amyl  phos? 

Answer.  It  would  be  practically  the  same.  The  Mathiesson  Alkali  Co.  is  now 
making  ammonia  at  Niagara  Falls  successfully  by  tins  process  (see  p.  94, 
Wheeler  Exhibit  No.  23). 

Another  sort  of  ammonia  which  could  well  be  operated  in  combination  with 
an  electric  furnace  phosphoric  acid  plant,  using  the  nitrogen  for  the  manufac- 
ture of  ammonia,  is  cyanamide,  referred  to  by  Wells,  Gardiner,  and  Laist.  The 
ammonia  can  be  used  for  making  ammonium  phosphate,  and  the  cyanamide  can 
be  used  to  make  potassium  cyanide  for  use  in  gold  and  silver  cyanide  plants  in 
the  West.  The  demand  for  this  material  in  the  Western  States  is  indicated  in 
pamphlet  entitled  "Gold  and  Silver  in  1927  (General  Report),  by  J.  P.  Dunlop, 
Mineral  Resources  of  the  United  States,  1927,  part  1,"  pages  599  to  636,  pub- 
lished August  1,  1929.  This  report  shows  that  in  1927,  1,914,000  pounds  of 
potassium  cyanide  was  used  in  10  Western  States. 

Mr.  Forbes.  I  offer  as  exhibit  by  reference  the  document  just  referred  to  by 
the  witness,  entitled  "  Gold  and  Silver,  1927,"  published  in  1929  by  the  Govern- 
ment Printing  Office. 

Mr.  Dixon.  What  is  the  number  of  the  exhibit? 

Mr.  Forbes.  By  reference. 

Mr.  Dixon.  All  right. 

The  Witness.  In  order  to  show  the  commission  that  a  fertilizer  plant  at  the 
Flathead  power  site  is  a  practical  commercial  venture,  I  have  estimated  the 
market  value  of  the  principal  products  of  a  plant  producing  sulphuric  acid  by 
the  electric  furnace  method  and  caustic  soda  by  the  electrolysis  of  salt  solution 
as  follows: 

Ammonium  phosphate,  80,000  tons,  at  $65 $5,200,000 

Caustic  soda,  77,000  tons,  at  $50 3,  850,  000 

Chlorine.  68,000  tons,  at  $45 3,  060,  000 

Total,  f.  0.  b.  plant 12,  nO,  000 

This  estimate  leaves  out  of  consideration  two  other  by-products  of  the  elec- 
tric furnace  process,  namely,  ferrophosphorus  and  high  alumina  cement,  which 
could  probably  be  used  to  further  increase  the  value  of  annual  production  from 
this  plant. 

I  estimate  the  cost  of  producing  ammonium  phosphate,  caustic  soda,  and 
chlorine  at  Poison  or  Dixon  as  follows : 

Phosphoric  acid,  P2O5,  48,000  tons,  at  $55.20 $2,640,000 

Caustic  soda,  77,000  tons,  at  $43 3,  311,  000 

Ammonia  by-product,  11,000  tons,  at  $10 110,000 

Chlorine,  by-product,  68,000  tons,  at  $10 680,000 

Mixing  and  bagging  ammonium  phosphate,  80,000  tons,  at  $6 480,000 

Total  cost  of  production 7,  221,  000 

Estimated  annual  gross  profit 4, 889, 000 

Selling  expense  will,  of  course,  have  to  be  deducted  from  the  gross  profit. 

These  figures  show  a  very  wide  margin  of  gross  profit.  Other  combinations 
of  chemicals  and  fertilizers  will  show  similar  returns  on  the  investment  in 
chemical  plants.  The  Department  of  the  Interior  and  the  Department  of  Agri- 
culture, both  of  which  are  represented  on  this  commission,  have  in  their  per- 
sonnel experts  who  have  special  knowledge  of  the  production  of  fertilizer  mate- 
rials and  these  other  products  I  have  mentioned.  I  would  welcome — in  fact, 
I  would  urge — that  this  commission  secure  from  these  experts  both  opinions 
and  calculations  on  the  cost  of  production  figures  I  have  given  here. 

Finally,  I  wish  to  say  to  this  commission  that  I  have  studied  the  testimony 
of  the  experts  who  have  testified  for  the  other  applicant.  I  have  extended  my 
own  investigations  by  further  study  since  this  hearing  began.  I  am  more 
firmly  convinced :  in  fact,  I  am  sure  that  my  plan  of  develonment  for  these 
power  sites  is  the  key  to  the  immediate  development  of  a  great  electrochemical 
and  electrometallurgical  development  at  or  near  Poison  and  Dixon,  Mont.,  to 
supply  the  growing  demands  of  industry  and  agriculture,  somewhat  similar 
to  the  present  development  at  Niagara  Falls.  I  am  absolutely  convinced  that 
my  development  of  these  power  sites  means  cheaper  and  better  fertilizer  for 
the  farms  of  a  large  part  of  the  United  States,  and  particularly  in  the  Western 
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and  Ctntral  States,  where  the  market  is  growing  rapidly  and  is  sure  to  grow 
much  fast(  r  in  the  future. 

If  the  commission  approves  my  application,  I  am  ready  to  proceed  with  my 
work  at  once,  and  will  push  it  through  to  full  development  just  as  fast  as 
possible.  I  am  sure  that  the  power  rates  I  am  offering  will  make  full  de- 
velopment certain  at  a  very  early  date,  which  conclusion  is  supported  by  the 
testimony  at  the  Senate  hearings  in  1927  on  Muscle  Shoals  and  by  the  reports 
en  Muscle  Shoals  which  I  have  made  a  part  of  this  record.  In  fact,  I  am 
actually  trying  to  carry  out  the  ideas  which  Mr.  Herbert  Hoover  expressed 
before  the  Columbia  River  Basin  League  at  Seattle,  Wash.,  on  August  21,  1926, 
when  he  was  Secretary  of  Commerce.  Speaking  of  certain  large  water-power 
developments,  Mr.  Hoover  said : 

'*  The  devotion  of  a  large  part  of  the  power  which  could  be  created  to  the 
electrochemical  industry  is  a  national  necessity  for  industry,  agriculture,  and 
for  defense," 

Question.  Mr.  Wheeler,  in  view  of  the  data  that  has  been  presented  here 
on  both  sides  with  respect  to  the  feasibility  of  your  plan,  and  in  the  face  of 
the  criticism  which  has  been  made  by  witnesses  called  by  the  Montana  Power 
Co.,  are  you  still  of  the  opinion  that  you  are  justified  in  going  on  and  spending, 
your  own  money  to  prosecute  the  work  under  a  preliminary  permit? 

Answer.  I  am. 

Mr.  Forbes.  That's  all. 

Mr.  Kelly.  No  cross-examination. 

Mr.  Dixon.  Is  that  all?    Is  there  any  cross-examination? 

Mr.  Henshaw.  I  want  to  ask  Mr.  Wheeler  just  one  question. 

Cross-examination  by  Mr.  Henshaw  : 

Question.  In  your  study  of  the  amount  of  water  required  to  be  drawn  from 
storage  to  maintain  the  full  6,000  second-feet,  did  you  take  into  account  the 
natural  draw  down  of  the  lake,  the  natural  draft  from  storage  during  the  period 
which  you  cited? 

Answer.  The  natural  draft  from  storage? 

Question.  Yes. 

Answer.  I  don't  think  I  am  clear  on  just  what  you  mean. 

Question.  Well,  aren't  you  aware  that  before  using  the  flow  of  Flathead  River 
in  determining  the  possibilities  of  operation  of  control  storage,  it  is  necessary  to- 
make  allowance  for  the  increase  or  decrease  in  storage  which  has  naturally 
occurred  in  the  past? 

Answer.  You  mean  evaporation? 

Question.  No ;  I  mean  the  natural  fluctuation  of  the  surface  of  the  lake,  which 
affects  the  flow  as  it  is  measured  at  the  outlet. 

Answer.  You  mean  the  discharge  of  the  outlet? 

Question.  I  refer  to  the  effect  on  the  discharge  at  the  outlet  from  the  lake. 

Answer.  By  reason  of  the 

Question.  By  reason  of  the  fluctuation  of  the  lake  surface. 

Answer.  I  have  taken  into  consideration  the  actual  flow  as  measured  by  the 
United  States  Geological  Survey. 

Question.  Uncorrected? 

Answer.  Uncorrected;  yes. 

Question.  Are  you  familiar  with  the  studies  that  were  made  by  the  Columbia 
River  Board  on  the  discharge  of  Flathead  River? 

Answer.  No;  but  of  course  your  discharge  there,  with  regulation  and  with 
dredging  of  the  outlet,  is  going  to  be  under  entirely  different  conditions  from 
the  natural  lake. 

Mr.  Henshaw.  I  don't  think  it  is  necessary  to  press  the  thing  further.  I 
just  wanted  to  ask  for  information.  I  will  make  a  statement  if  it  is  desirable 
to  clarify  the  record. 

Mr.  Dixon.  Make  your  statement. 

Mr.  Henshaw.  When  I  was  a  member  of  the  Columbia  River  Board  in  1923, 
Mr.  Henning  and  myself  made  studies  which  are  embodied  in  this  report, 
which  I  think  is  part  of  the  record  by  reference.  On  pages  104  to  109  therein 
we  have  taken  the  observ(^d  run-off  in  acre-feet  at  the  outlet  and  made  appro- 
priation correction  for  the  fluctuation,  the  natural  fluctuation  that  has  occurred 
in  the  past  of  the  lake  surface,  to  reduce  the  flow  to  what  it  would  have  been 
had  there  been  no  lake  storage.  Then,  staning  with  those  values,  we  studied 
the  possibilities  of  maintaining  a  sustained  discharge  of  6,000  second-feet,  and 
the  figures  that  we  obtained  as  necessary  to  maintain  this  flow  of  6,000  second- 
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feet  are  in  general  from  50,000  to  200.000  acre-feet  greater  than  those  which  Mr. 
Wheeler  has  given,  the  discrepancy  being  due,  I  think,  entirely  to  his  neglecting 
the  natural  draw  down.  If  you  are  going  to  obtain  1,200,000  acre-feet  of  storage 
and  apply  it  to  the  natural  flow,  it  means  that  you  will  have  to  obtain  1,200,000 
in  addition  to  what  the  draw  down  has  been  in  the  past. 

To  illustrate,  in  the  year  1910-11  the  low-water  period,  comprising  the  fall 
months  of  1910  and  the  spiing  montlis  of  1911,  the  stage  of  the  lake  at  the  end 
of  July  was  2,881.35;  at  the  end  of  March  it  was  2,879.58,  the  intervening 
months  constituting  the  period  of  draft.  The  lake  was  thereby  naturally  drawn 
down  1.55  feet.  According  to  the  computations  as  here  given,  the  contents  of  the 
lake  at  the  beginning  of  the  period  was  160,000  acre-feet;  at  the  end  of  the 
period,  minus  24,000  acre-feet,  the  datum  having  been  somewhat  above  extreme 
low  water  and  the  natural  draw-down  thereby  having  been  184,000  acre-feet. 
The  other  years  would  show  either  greater  or  smaller  natural  draw-down,  which 
I  think  has  been  entirely  neglected  in  your  computation, 

Mr,  Dixon.  Are  you  sure  your  Columbia  Basin  report  has  already  been 
introduced  by  reference? 

Mr.  Bonner.  I  think  it  was,  Mr.  Chairman.    I  am  not  certain. 

Mr,  Dixon,  It  should  go  in  by  reference,  should  it  not? 

Mr,  Forbes.  It  has  been  referred  to.    I  am  not  certain  whether  it  has  gone  in. 

Mr.  Jellison,  We  introduced  that  part  of  it  relating  to  the  survey  by  State 
Engineer  Hordel,  in  regard  to  irrigation  in  Montana, 

Mr.  Dixon.  I  think  that  is  the  only  part  of  it  that  has  been  referred  to. 

Mr.  Henshaw.  Then  it  would  be  well  to  introduce  it  by  reference.  It  is  the 
report  to  the  Federal  Power  Commission  on  the  upper  Columbia  River,  Govern- 
ment Printing  Office,  1925. 

Mr,  Dixon,  Is  there  any  other  cross-examination? 

Mr,  Grorud.  I  would  like  to  ask  a  couple  of  questions. 

By  Mr.  Grorud: 

Question.  I  believe  you  have  testified,  as  well  as  the  other  applicant,  that  fur- 
nishing power  to  the  settlers  at  1  mill  per  kilowatt-hour  you  would  be  losing 
money,  your  company  would  be  losing  money,  did  you  not? 

Answer.  I  think  Mr.  Burch  estimated  that  furnishing  5,000  horsepower  for 
pumping  only,  and  5,000  for  general  purposes  at  1  mill  would  cost  us  $11,200 
a  year,  but  if  the  pumping  is  done  on  secondary  power  we  would  be  very  glad 
to  furnish  the  power  necessary  to  do  that  pumping  at  1  mill  per  kilowatt-hour. 

Question.  Mr.  Cochrane  testified  that  it  would  cost  his  company  $68,000  a 
year. 

Mr.  Kelly.  For  what,  Mr.  Grorud? 

Mr.  Grorud.  For  furnishing  15.000  horsepower  to  the  settlers. 

Mr.  Kelly.  Not  for  pumping? 

Mr.  Grorud,  No  ;  the  whole  offer — I  mean  the  15,000. 

Question.  Now,  who  would  pay  the  loss?    Who  would  absorb  the  loss? 

Answer.  Well,  in  the  case  of  our  own  company,  if  it  cost  us  $11,200  a  year, 
we  would  naturally  have  to  pass  that  on  to  our  industries ;  or  if  some  of  the 
power  was  sold  for  general  purposes,  it  would  be  passed  on  to  the  ultimate 
consumer,  and  that  would  be  true  if  it  was  passed  on  to  the  industry.  They 
naturally  would  pass  it  on  to  the  ultimate  consumer,  I  presume. 

Question.  Either  the  Indians  would  have  to  absorb  the  loss  or  the  general 
public?    Is  that  true? 

Answer.  Well,  I  think  that  would  be  the  final  result ;  yes. 

Question.  Are  you  willing  to  furnish  up  to  15,000  horsepower  at  1  mill  per 
kilowatt-hour  for  pumping  purposes  between  June  1  and  September  1  of  each 
year,  and  will  your  company  lose  any  money  on  this  kind  of  a  proposition? 

Answer.  Well,  according  to  our  figures,  if  the  pumping  was  done  between 
Mav  15  and  August  15  it  would  all  be  done  on  secondary  power,  and  we  would 
be  very  glad  to  furnish  that  secondary  power  at  1  mill  per  kilowatt-hour. 
There  are  a  few  years  in  which  it  would  be  necessary  to  draw  a  small  amount 
of  water  out  of  storage  in  order  to  carry  the  pumping  up  to  the  1st  of  Sep- 
tember, but  the  amount  of  water  that  would  have  to  be  drawn  from  storage 
up  to  the  1st  of  September  would  be  small ;  in  fact,  I  noticed  one  year  where 
the  water  would  have  been  drawn  from  storage  in  the  latter  part  of  August,  but 
the  river  rose  again  in  October  and  November,  so  that  the  total  draft  from 
storage  for  that  season  was  really,  in  order  to  maintain  6,000  second-feet,  was 
really  a  verv  small  amount.    In  that  particular  year  it  would  not  have  made 
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any  difference  if  some  of  the  water  was  drawn  from  storage  for  pumping 
purposes. 

Question.  If  tlie  pumping  is  used  on  secondary  power,  no  one  would  lose  any 
money?    That  is,  the  Indians  would  not  lose  anything  by  it,  nor  the  company? 

Answer.  That  is  the  way  we  would  figure  it.  We  would  be  very  glad  to 
furnish  that  power  for  1  mill  per  kilowatt-hour. 

Mr.  Gkorud.  That's  all. 

Mr.  Forbes.  Mr.  Chairman,  there  has  been  so  much  said  about  the  respe<!tive 
rights  of  the  Indians  and  the  irrigation  project  between  the  beginning  of  our 
case  in  chief  and  the  pre^^ent  moment,  I  think  it  would  be  well  to  repeat  now 
what  I  stated  in  the  beginning  of  this  hearing,  and  that  was  that  applicant 
Wheeler  realizes  that  there  are  certain  conflicting  rights,  or  what  seem  now  to 
be  conflicting  rights;  that  undoubtedly  the  irrigation  project  has  its  equities 
and  its  rights,  and  the  Indians  certainly  have  theirs,  but  it  is  not  for  applicant 
Wheeler  to  decide  what  those  rights  are,  and  we  feel  that  when  those  rights  are 
adjudicated  and  fixed  by  the  commission  or  by  some  other  competent  official 
or  tribunal,  it  is  then  time  to  make  a  definite  agreement  as  to  these  riglits. 
Applicant  Wheeler  at  this  time  is  perfectly  willing  to  go  just  as  far  as  the 
Federal  Power  Commission  or  the  Secretary  of  the  Interior  think  that  any 
applicant  should  go  in  recognizing  those  rights,  but  the  ultimate  decision  as 
to  those  rights  and  the  ultimate  decision  as  to  the  rates  lies  with  the  Power 
Commission  and  the  Department  of  the  Interior,  as  I  understand  it,  and  not 
with  these  two  applicants. 

Mr.  Dixon.  Are  there  any  further  questions? 

Mr.  Bonner.  I  would  just  like  to  clear  up  one  point  before  you  leave  the 
stand,  Mr.  Wheeler. 

By  Mr.  Bonner: 

Question.  I  think  you  said  you  had  made  a  further  investigation  of  the  pos- 
sibilities of  lowering  the  outlet  of  the  lake,  and  estimated  that  $100,000  would 
be  suflacient  to  do  the  dredging  necessary  to  deliver  a  6.000  second-foot  flow 
with  lake  level  2882? 

Answer.  No;  in  our  estimate  of  cost  I  included  $100,000  for  dredging  the 
outlet  of  the  lake  sufficient  to  maintain  6,000  second-feet  flow  from  the  lake 
at  all  times,  according  to  past  records.  Now,  since  I  have  been  here  this  time — 
I  made  that  estimate  originally  on  such  information  as  I  had  concerning  the 
conditions  at  the  outlet  of  the  lake  and  the  soundings  in  the  lake,  and  so  on; 
now,  since  I  have  been  here  this  time  I  have  examined  a  map  in  the  office  of  the 
Chief  of  Engineers,  which  shows  soundings  taken  in  Poison  Bay  and  at  the 
outlet  of  the  lake,  and  shows  the  general  character  of  the  bottom  of  the  lake, 
and  from  the  examination  of  that  map  I  am  still  satisfied  that  my  estimate  is 
sufficient. 

Question.  You  are  satisfied  that  you  can  make  a  channel  for  $100,000  which 
will  discharge  6,000  second-feet  with  lake  level  2882? 

Answer.  Yes ;  or  below  that. 

Question.  Have  you  any  idea  what  would  be  the  bottom  elevation  of  such  a 
channel? 

Answer.  Well,  we  estimated  that  there  was  one  year,  1920,  in  which  we  would 
have  had  to  draw  the  lake  down  to  2878  in  order  to  maintain  6,000  second-feet 
throughout  the  season. 

Question.  What  cross  section  area  channel  would  you  have  to  have  below  that 
elevation  to  deliver  the  6,000  second-feet,  with  the  lake  standing  at  that  stage? 
Can  you  estimate  that? 

Answer.  Yes ;  I  did,  but  I  don't  remember  exactly  what  cross  section  I  used. 

Question.  Did  you  consider  whether  it  might  be  more  economical,  rather  than 
building  such  a  large  channel  as  obviously  would  be  requirt^d  to  deliver  6,000 
second-feet  with  such  a  low  stage  of  the  lake,  that  you  might  put  a  temporary 
pumping  plant  in  there  for  such  temporary  discharge? 

Answer.  You  mean  to  augment  the  flow  of  the  lake? 

Question.  To  augment  the  discharge  from  the  lake. 

Answer.  No;  I  have  not  considered  that. 

Question.  I  am  just  pointing  that  out  as  a  possible  alternative  to  get  the  dis- 
charge out  of  the  lake  without  dredging  the  enormous  channel  which  is  required 
at  low  lake  stages,  sometimes  practiced  at  the  outlet  of  Lake  Tahoe  in  very 
dry  years. 

(Witness  excused.) 
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Mr.  McCoEMACK.  Mr.  Chairman,  yesterday  we  inadvertently  left  out  several 
references  when  we  got  through,  and  I  would  like  to  have  them  marked  as  ex- 
hibits at  the  present  time. 
Mr.  Dixon.  Very  well. 

Mr.  McCoRMAOK.  That  is  an  extract  received  from  Mr.  Grover,  of  the  Geo- 
logical Survey,  figures  taken  from  the  uncompleted  record  of  the  test  wells  in 
Flathead  Valley,  figures  taken  at  random. 
Mr.  Dixon.  You  want  to  offer  that? 

Mr.  MoCoEMACK.  I  want  to  offer  that  as  an  uncompleted  record,  as  far  as  it 
may  be  used  by  the  commission. 
Mr.  Dixon.  Very  well. 

Mr.  Kelly.  I  think,  if  it  is  agreeable  to  all  concerned,  that  we  might  stipu- 
late that  all  of  the  information  which  may  be  obtained  from  these  test  wells 
might  be  used  up  to  such  time  as  the  commission  makes  its  decision  on  these 
matters. 

Mr.  MoCoEMAOK.  That  is  what  I  had  reference  to. 

Mr.  Kelly.  Not  only  what  you  have  now,  but  what  you  may  get  in  the  future? 
Mr.  McCoEMACK.  Yes.    I  will  ask  that  this  be  put  in  because  of  its  shortness, 
and  being  a  handy  reference.    It  can  be  verified  by  the  record. 
Mr.  Dixon.  Mr.  Kelly  says  that  all  the  data  available  may  go  in. 
Mr.  McCoEMACK.  Including  that  which  is  completed  and  to  be  in  the  future 
provided. 

Also  report  of  the  use  of  Flathead  Lake  as  a  reservoir,  by  Mr.  A.  L.  Jacobs, 
former  county  engineer. 

Mr.  Bon  NEE.  That  will  be  Flathead  County  Exhibit  No.  8.     Report  on  the 
use  of  Flathead  Lake  as  a  reservoir,  by  A.  L.  Jacobs. 
Mr.  Dixon.  Now,  call  your  next  witness. 

Mr.  SoATTEEGOOD.  Mr.  Chairman,  I  am  ready  to  resume  where  we  were  inter- 
rupted.    I  will  call  Mr.  King. 

Mr.  Dixon.  Mr.  Bonner  suggests,  and  I  think  wisely,  that  before  we  get 
into  the  rush  of  adjournment  let  us  settle  now  about  the  matter  of  briefs  and 
the  time  you  want.    How  much  time  will  you  want,  Mr.  Kelly? 

Mr.  Kelly.  I  assume  all  parties  will  file  their  affirmative  brief  now  in  each 
of  their  cases  and  we  will  be  glad  to  furnish  ours  in  a  week  or  less  if  the 
commission  should  order. 

Mr.  Foebes.  I  don't  see  how  we  could  possibly  furnish  a  brief  in  this  case 
in  a  week  or  anywhere  near  that  time.  There  is  a  great  amount  of  data  that 
has  been  inserted  here  by  reference  which  will  require  examination  and  col- 
lection. As  I  see  it,  the  mechanical  task  of  segregating  all  of  this  material 
is  going  to  be  far  more  than  the  actual  writing  of  the  brief,  and  it  seems  to  me 
that  30  days  is  the  very  minimum  time  for  doing  that  work. 

Mr.  Brown.  I  might  state  that  rule  4,  paragraph  2,  of  the  commission  rules 
of  practice  requires  that  the  dates  of  each  brief  must  appear  on  its  front  cover 
or  title-page;  each  brief  shall  contain  a  statement  of  the  case  and  abstract  of 
the  evidence  relied  upon  by  the  party  filing  it,  preferably  arranged  by  subjects 
with  reference  to  the  pages  of  the  record  or  exhibits  where  the  evidence 
appears,  and  the  argument  in  support  of  a  contention.  It  should  also  include 
all  requests  for  such  specific  findings  or  decisions  as  the  party  believes  the 
commission  should  make.  The  abstract  of  evidence  should  follow  the  state- 
ment of  the  case  and  precede  the  argument.  In  view  of  the  fact  that  there 
have  been  so  many  exhibits  presented  here,  that  abstract  will  be  insisted  upon 
by  the  commission  and  that  in  the  brief  proper  in  which  the  argument  is  made 
that  brief  should  refer  to  the  title  or  to  the  page  of  the  abstract  rather  than 
to  the  page  of  the  record.  So  it  is  necessary  to  file  an  abstract  of  the  evidence 
that  you  rely  upon  for  your  contentions  in  your  brief. 

Mr.  Dixon.  Do  the  rules  of  the  commission  require  any  specific  time  for  the 
filing  of  briefs? 

Mr.  Beown.  No,  sir. 

Mr.  Dixon.  I  think  surely  15  days  ought  to  give  both  sides  time  to  file  those 
briefs. 

Mr.  Kelly.  My  experience  as  a  lawyer  and  with  lawyers  is  that  if  they  have 
30  days  they  don't  start  for  20  days  to  do  the  job,  and  if  you  will  give  them 
10  days  they  start  in  and  do  it. 

Mr.  Foebes.  Mr.  Chairman,  the  writing  of  the  brief  I  don't  think  will  take 
more  than  two  days.  It  is  the  collection  of  the  material  from  the  great  mass  of 
material  that  has  been  put  in  here— both  physical  exhibits,  tabulations,  maps, 
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and  by  reference,  and  inasmuch  as  a  considerable  part  of  our  case  has  neces- 
sarily been  put  in  by  way  of  reference,  we  must  depend  a  great  deal  upon  the 
files  of  the  commission,  which  we  have  not  had  access  to  until  this  hearing  and 
no  time  to  look  at  it  during  the  progress  of  the  hearing,  so  the  mechanical  job 
is  going  to  be  pretty  heavy. 

Mr.  Dixon.  How  much  time  do  you  think  you  will  want  to  file — besides  your 
aflarmative,  you  want  to  file  briefs  in  reply  to  the  other  side. 

Mr.  Forbes.  I  would  say  a  week  would  be  ample  for  that,  because  there  you 
have  all  of  your  material  collected.  It  is  the  collection  of  the  material  which 
is  going  to  take  the  time  and  not  the  actual  writing  of  the  brief. 

Mr.  Kelly.  Of  course,  most  of  this  material  is  public  documents.  In  fact,  we 
have  already  taken  steps,  so  far  as  we  are  concerned,  to  secure  from  the  various 
departments,  or  wherever  they  are  kept  here — I  haven't  been  doing  it — dupli- 
cates of  these  public  documents  in  so  far  as  we  have  been  able  to  get  them,  and 
that  is  the  large  part  of  the  material  that  has  gone  in  here  by  reference.  They 
are  public  documents.  So  I  think  the  matter  can  be  gotten  together — I  would 
say  we  would  have  all  of  our  material  in  our  possession  ready  to  start  by 
Monday  evening,  if  not  by  Monday  morning.  I  don't  know  how  much  progress 
they  have  made  to-day. 

Mr.  Brown.  I  will  state  also  here  that  the  commission  requires  five  copies 
for  its  use,  and  that  one  copy  should  be  available  for  each  person  appearing 
here,  making  five  appearances.  And  the  record  must  show  that  the  copy  for 
each  one  appearing  has  been  sei*ved  upon  them,  and  we  would  like  to  have,  for 
the  purpose  of  the  record,  that  each  one  appearing  here  give  the  address  to 
which  they  want  that  service  made.  I  will  say  that  it  would  be  well  to  have 
that  address  given  now  so  that  there  will  be  no  mistake  about  it. 

Mr.  Kelly.  I  think  the  address  is  on  the  appearance,  and  if  not,  of  course, 
ours  will  go  to  Butte,  Mont. 

Mr.  Forbes.  And  mine  to  the  Kellogg  Building,  Washington. 

Mr.  Bonner.  For  instance,  we  are  not  certain  whether  the  copies  served  on 
Mr.  Wheeler  should  go  to  Minneapolis  or  should  go  to  the  office  of  Mr.  Forbes. 
In  your  case  we  don't  know  whether  they  should  go  to  Butte  or  whether  you 
are  going  to  be  here  until  you  complete  it. 

Mr.  Kelly.  If  we  are  going  to  be  here  we  will  let  Mr.  Forbes  know ;  if  not, 
it  can  be  mailed  to  our  Butte  oflice. 

Mr.  FoRBEis.  I  might  point  out  for  your  consideration,  Mr.  Chairman,  that 
Mr.  Kelly  is  fortunate  in  having  one  client,  whereas  I  must  labor  for  a  number 
of  them,  and  I  am  unable  to  start  the  preparation  of  this  data  and  this  brief 
the  first  of  the  week,  because  I  have  had  to  put  off  professional  engagements 
on  account  of  this  hearing.  I  must  be  in  New  York  on  that  date,  so  I  will  lose 
the  first  half  of  next  week,  anyway.  I  think  that  might  well  be  considered. 
You  see,  these  hearings  went  on  much  longer  than  we  expected,  and  I  have  had 
to  put  off  this  important  matter  in  New  York  until  the  beginning  of  next  week, 

Mr.  Dixon.  Will  25  days  give  you  time  enough? 

Mr.  FoRBE».  We  will  do  our  very  best  to  comply  with  that,  if  the  chairman 
says  25. 

In  deciding  on  the  time  for  reply  briefs,  I  suggest  that  you  consider  mailing 
time.    Mr.  Kelly  is  some  distance  west. 

Mr.  Kelly.  A  week  after  the  filing  (vf  the  original  briefs  will  be  time  enough 
for  us  to  prepare  a  reply. 

Mr.  Forbes.  I  suggest  you  make  it  a  week  after  we  each  receive  the  other's 
brief.    Then  we  will  disregard  mailing  time. 

Mr.  Kelly.  All  right. 

Mr.  Pope.  I  suggest  that  if  that  much  time  is  taken  by  both  of  these  parties, 
and  the  commission  wait  the  receipt  of  the  briefs  before  deciding  this  case,  it 
will  be  long  pa.st  the  1st  of  January  before  this  case  is  decided. 

Mr.  Kelly.  That  is  the  only  reason  that  it  is  urgent,  so  far  as  we  are  con- 
cerned, that  if  our  application  is  to  be  considered  and  if  it  is  going  to  he  of  any 
use  for  the  coming  .season,  as  suggested  by  Mr.  Kerr  in  the  record,  we  are 
going  to  have  to  start  right  away  if  we  get  anything  done  before  the  flood 
.season  of  next  year,  and  that  will  mean  another  year's  delay  in  the  development 
of  this  project. 

Mr.  Forbes.  The  application  for  permit  by  the  Rocky  Mountain  Power  Co. 
\n  some  8  years  old,  and  I  haven't  yet  received  the  contemporaneous  record 
of  the  application  for  permit  of  the  Rocky  Mountain  Power  Co.,  as  was  promised 
me,  but  I  am  quite  certain  it  will  not  show  that  they  have  pushed  their  appli- 
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cation  quite  as  strenuously  us  they  are  now  pusliing  tlie  date  for  the  final 
decision  of  this  case. 

Mr.  Kelly.  I  think  that  is  fully  explained  in  the  record  as  to  why  we  were 
not  interested  through  the  hard  times  in  starting  a  development  of  this  kind. 
The  market  in  Montana  requires  this  power  now.  and  we  have  to  get  it  here 
or  somewhere  else. 

Mr.  Pope.  I  will  call  the  attention  of  the  commission  to  the  fact  that  the 
courts  have  been  struggling  with  problems  of  procedure  for  a  g<iod  many 
years,  and  we  have  about  come  to  the  conclusion  with  respect  to  courts  that  the 
British  system  of  deciding  cases  without  delay  is  the  best.  I  presume  that  this 
is  the  first  hearing  that  this  commission  has  had  upon  these  new  rules  of 
procedure.  I  am  not  sure  about  that,  but  I  am  just  making  a  suggestion — 
it  doesn't  need  to  go  into  the  record — I  would  be  willing  to  submit  our  i)art  of 
the  case  to  the  commission  without  any  extensive  argument.  I  don't  believe 
that  I  could  add  much  by  a  brief. 

Mr,  Kelly.  May  I  suggest  that  if  it  would  be  agreeable  to  the  commission  the 
commission  fix  a  time  and  give  us  a  day  to  come  in  here  next  week  some  time 
and  each  of  us  present  our  contentions  orally  and  submit  this  to  the  commis- 
sion and  let  them  go  ahead  and  decide  it.  Let  us  follow  something  of  the 
British  expedition  of  administration  of  justice  and  get  away  from  the  criticism 
of  these  long  delays  in  procedure. 

Mr.  Forbes.  I  have  already  asked  Mr.  Sfcieiaiy  Wilbur  if  we  would  have 
the  opportunity  for  oral  argument,  and  he  said  no ;  that  the  commission  would 
not  want  oral  argument ;  that  it  would  insist  upon  briefs,  with  a  summary  of 
the  testimony.  I  think  the  summarization  of  this  record  is  going  to  take  time, 
and  your  suggestion  of  25  days,  in  view  of  what  I  nmst  do  to  earn  a  living  in 
the  meantime,  is  not  one  minute  too  much.  In  fact,  I  still  think  30  days  would 
be  reasonable. 

Mr.  Dixon.  How  long  do  you  think  w^ill  be  necessary  to  file  your  brief  in 
rebuttal? 

Mr.  Forbes.  I  have  already  suggested  seven  days  from  the  date  of  receipt  of 
Mr.  Kelly's  brief  will  be  ample  for  me,  and  he  has  indicated  that  is  agreeable 
to  him. 

Mr.  Kelly.  That  is  ample  for  us.  Four  or  five  days  after  we  get  the  brief 
will  be  enough. 

Mr.  Forbes.  I  would  like  to  have  the  chairman  understand  that  I  am  not 
seeking  a  delay  of  the  final  decision,  but  let  me  point  out  again  that  Mr.  Kelly 
has  the  advantage  of  me  here  by  being  so  fortunate  as  to  have  one  large  plant, 
while  I  have  several  small  ones. 

Mr.  Dixon.  The  commission  wants  to  be  just  as  courteous  as  possible.  After 
consulting  here  at  the  table  we  will  say  that  the  aflarmative  briefs  must  be  filed 
and  served  by  December  5.  That  is  25  days.  The  briefs  in  rebuttal  or  reply, 
whatever  you  call  them.  10  more  days  would  make  it  December  15. 

Mr.  Forbes.  After  the  date  of  filing  the  first  brief. 

Mr.  Kelly.  Ten  days  between  the  first  and  second  briefs  for  service  and 
preparation  and  filing  of  the  rebuttal  briefs. 

Mr.  Brown.  It  is  understood  that  each  party  appearing  here  has  the  oppor- 
tunity, if  they  wish,  to  file  an  aflBrmative  brief  during  that  first  period  up  to 
December  15. 

Mr.  Kelly.  And  reply  brief  during  the  next  10  days. 

Mr.  Brown.  Yes. 

Mr.  McCoRMACK.  I  wish  to  inquire  of  the  chairman  if  that  10  days — if  they 
will  have  to  be  back  here  inside  of  that  10  days  from  the  time  you  receive  the 
brief? 

Mr.  Dixon.  They  will  have  to  be  filed  here  by  December  15,  the  last  brief. 

Mr.  McCoRMACK.  The  tenth  day  after  you  receive  it? 

Mr.  Dixon.  The  order  will  read  that  all  aflSrmative  briefs  must  be  filed  on  or 
before  December  5 ;  the  reply  brief  must  be  filed  and  served — served  and  filed — 
on  or  before  December  15. 

Mr.  McCoRMACK.  Well,  Mr.  Chairman,  I  would  like  to  have  the  privilege,  being 
a  Protestant,  that  we  receive  the  briefs  and  have  opportunity  to  review  what  is 
in  them. 

Mr.  Dixon.  We  will  give  you  10  days. 

Mr.  McCoRMACK.  That  will  give  us  10  days  after  we  receive  them.  That  will 
be  plenty  long.  It  won't  take  us  only  one  day  after  we  receive  them  to  get  them 
started  on  the  road  to  Washington. 
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Mr.  Dixon.  I  really  think  that  second  10  days  is  too  long  a  time.  That  is 
my  own  judgment.  I  don't  know  why  an  argument  against  the  other  fellow's 
argument  could  not  be  digested  and  filed  in  less  than  10  days. 

Mr.  Forbes.  You  see,  Mr.  Chairman,  that  doesn't  allow  as  much  as  it  appears, 
because  there  is  mailing  time  that  comes  out  of  the  10  days,  and  I  can't  answer 
Mr.  Kelly's  brief  until  I  receive  his  brief. 

Mr.  Ke[lly.  You  will  receive  mine  on  the  15th,  and  I  will  receive  yours  on  the 
15th ;  not  later  than  the  15th.  These  briefs  must  be  served  before  the  5th  of 
December. 

Mr.  Brown.  Yes. 

Mr.  Kelly.  So  that  you  will  have  my  brief  and  I  will  have  yours  before  the 
5th  of  December;  on  or  before.  Now,  if  you  have  10  full  days  to  get  your 
reply  written  and  put  in  here,  it  seems  to  me  that  is  lots  of  time. 

Mr.  Dixon.  All  right.    Understand,  now,  five  copies  to  the  commission. 

Now  you  may  proceed,  Mr.  Scattergood. 

Mr.  ScATTE!RG0OD.  Mr.  Chairman,  Mr.  Kelly  very  kindly  called  my  attention 
to  an  error  in  transmission  in  Indian  Exhibit  No.  4,  and  during  this  interval 
since  the  opening  of  this  session  we  have  had  that  exhibit  corrected,  and  I  now 
submit  a  copy  called  "  Indian  Exhibit  No.  4,  Corrected,"  to  take  the  place  of  the 
previous  one. 

I  will  also  submit  a  corrected  copy  of  Exhibit  No.  5. 

Whereupon, 

William  V.  King  resumed  the  stand  for  further  examination. 
By  Mr.  Scattergood: 

Question.  Now,  Mr.  King,  will  you  just  kindly  note  for  the  record  the  cor- 
rections in  Exhibit  No.  4.  Coming  down  to  the  paragraph  headed  "  Generating 
costs,"  the  first  line  shows  the  total  number  of  mills  to  be  1.809.  That  is 
unchanged,  isn't  it? 

Answer.  There  is  no  change  in  that  line. 

Question.  In  the  next  line  there  is  an  item  "  Less  interest  charge  and  cost." 
That  ought  to  be  changed,  ought  it  not,  from  0.344  to  0.947? 

Answer.  That  is  correct. 

Question.  The  difference  resulting  from  that  change  from  1.465  to  0.862? 

Answer.  Correct. 

Question.  And  adding  the  other  taxes,  which  is  unchanged,  0.322,  results  in 
a  total  of  1.184  instead  of  1.787? 

Answer.  That  is  right. 

Question.  Now,  the  total  of  that  column  of  generating,  transmission,  and 
transformer  costs,  distribution,  and  other  costs  would  then  be  2.687  in- 
stead of 

Answer.  2.684. 

Question.  Instead  of  3.287? 

Answer.  Correct. 

Question.  Now,  the  "  interest  charged  to  cost "  column,  the  first  item  is 
changed  from  0.344  to  0.947,  isn't  it? 

Answer.  That  is  right. 

Question.  And  the  total  of  the  column  is  changed  to  1.380  instead  of  0.777? 

Answer.  That  is  right. 

Question.  That  disposes  of  Exhibit  No.  4. 

Now,  we  were  just  beginning,  were  we  not,  with  Exhibit  No.  5  when  the 
interruption  took  place? 

Answer.  Yes. 

Question.  I  asked  you  to  point  out  from  the  Montana  Power  Co.  for  1926 
the  operating  revenue  and  the  deduction  of  miscellaneous  earnings;  and  I  be- 
lieve we  had  reached  the  point  of  determining  that  the  operating  revenue  was 
$8,548,099.91.     Is  that  right? 

Answer.  Derived  from  the  sale  of  electrical  energy. 

Question.  Now,  dividing  that  by  the  number  of  kilowatt-hours  sold  resulted 
in  what  figure  of  cost  per  kilowatt-hour? 

Answer.  7.336  mills  per  kilowatt-hour  sold. 

Question.  Now,  that  is  a  slight  reduction  from  the  figure  that  was  set  forth 
in  one  of  the  sheets? 

Answer.  Sheet  5  of  Exhibit  No.  3. 

Question.  Which  read  7.4122,  did  it  not? 

Answer.  Yes,  sir. 
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Question.  Working  upon  that  figure  just  stated  of  revenue  of  7.366  mills, 
will  you  kindly  add  the  total  of  the  generating  and  transmitting  and  other 
costs:  and  what  do  you  find  that  it  isV     It  is  3.684  mills,  isn't  itV 

Answer.  2.684  mills,  from  Exhibit  No.  4. 

Question.  Yes ;  2.  That  is  correct.  Now,  add  the  interest  charges  on  the  cor- 
rected Exhibit  No.  4—1.380,  isn't  itV 

Answer.  Correct. 

Question.  What  does  that  give? 

Answer.  4.604  mills.  ' 

Question.  Now,  deduct  that  from  the  revenue.     What  do  you  get? 

Answer.  3.272  mills. 

Question.  And  what  is  that? 

Answer.  That  represents  the  profit  after  paying  interest. 

Question.  Now,  proceeding  to  the  next  step,  will  you  add  together  the  in- 
terest charge  and  the  operating  cost,  as  you  just  stated  it,  1.380,  1.380,  the  profit 
after  paying  interest,  3.272.  What  do  you  make  that  total  of  a  possible  return 
per  kilowatt-hour  ? 

Answer.  4.652  mills. 

Question.  Now,  I  will  pass  around  the  next  exhibit,  which  is  Indian  Exhibit 
No.  6.  This  exhibit  is  headed  "  Cost  and  profit  for  1926  of  the  Montana  Power 
Co.,"  isn't  it? 

Answer.  Yes,  sir. 

Question.  There  are  seven  columns  numbered  on  there,  which  are  respectively 
the  per  kilowatt-hour  cost,  transferred  from  the  previous  sheets  ;  the  percentage  ; 
the  third  column  is  the  per  kilowatt-year  multiplied  by  8,760,  which  is  the  kilo- 
watt-hours. The  No.  4  column  is  the  result  expressed  in  horsepower-years. 
No.  5  is  the  prorated  profit  per  horsepower-year  or  return  per  horsepower-year. 
No.  6  is  the  percentage  distribution  of  the  same.  No.  7  column  is  the  final  oper- 
ating revenue  per  horsepower-yea,  being  the  sum  of  columns  4  and  5. 

Now,  the  generating,  transmission,  and  distribution  costs  that  were  trans- 
ferred from  the  other  sheets  were  respectively  what?     Take  generating. 

Answer.  These  are  from  Exhibit  No.  4.-   Generating,  1.184  mills. 

Question.  And  transmission? 

Answer.  0.427  mill. 

Question.  Distributing  and  other? 

Answer.  1.073  mills. 

Question.  Interest  charged  to  costs? 

Answer.  1.380  mills. 

Question.  Now,  the  profits  after  paying  interest? 

Answer.  3.272  mills. 

Question.  And  what  is  the  interest  plus  the  profits? 

Answer.  4.652  mills. 

Question.  That  represents  the  total  profit  or  return,  does  it  not? 

Answer.  The  total  of  those  represents  the  revenue  per  kilowatt-hour. 

Question.  And  that  makes  the  figure  that  you  previously  stated  of  7.336,  does 
it  not? 

Answer.  Correct. 

Question.  Now,  on  the  sales  just  mentioned,  the  sales  per  kilowatt-hour  of 
7.336,  how  much  expressed  in  percentage  is  profit? 

Answer.  63.4  per  cent. 

Question.  That  means,  does  it  not,  that  for  every  dollar's  worth  of  electricity 
sold  in  1926  by  that  company  63.4  cents  was  profit? 

Answer.  Profit  or  return  on  investment. 

Question.  That  is  to  say,  this  is  the  amount  of  money  earned  that  is  available 
to  pay  upon  interest  and  dividends? 

Answer.  That  is  right,  and  carried  to  surplus. 

Question.  Now,  coming  to  column  3,  that  column  represents  the  equivalent 
of  these  kilowatt-hours  converted  into  kilowatts  per  year,  does  it  not? 

Answer.  That  is  simply  the  kilowatt-hours  in  column  1  multiplied  by  the 
number  of  hours  in  the  year  for  365  days. 

Question.  What  does  that  show  for  generating  a  year? 

Answer.  $10.37  per  kilowatt. 

Question.  And  for  transmission? 

Answer.  $3.74. 

Question.  For  distribution  and  other? 

Answer.  $9.40. 


4324      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Question.  Interest  charges  to  cost? 

Answer.  $12.09. 

Question.  Profits  after  paying  interest? 

Answer.  $38.66. 

Question.  Total  profit  or  return? 

Answer.  $40.75. 

Question.  What  is  tlie  total  for  the  year  in  operating  revenue? 

Answer.  $64.26  per  kilowatt-year. 

Question.  Now,  column  4  represents 'the  same  thing  per  horsepower.  Will 
yoa  kindly  read  this,  taking  three-quarters  of  the  kilowatt-year  figures  ex- 
pressed by  column  3? 

What  is  it  for  generating? 

Answer.  Generating,  $7.78. 

Question.  Transmission? 

Answer.  $2.81. 
.    Question.  Distribution  and  other? 

Answer.  $7.05. 

Question.  Interest  charges  to  costs? 

Answer.  $9.07. 

Question.  Profits  after  paying  interest? 

Answer.  $21.49. 

Question.  Total  profits  or  returns? 

Answer.  $30.56,  making  a  total  revenue  per  horsepower-year  of  $48.20. 

Question.  Now,  of  that  $48.20  total  revenue  expressed  per  horsepower  per 
year,  how  much  of  it  is  profit? 

Answer.  $30.56. 

Question.  Now,  column  5  is  a  distribution  of  that,  isn't  it,  in  proportion,  be- 
tween generating,  transmission,  and  distribution,  isn't  it? 

Answer.  It  is  on  the  basis  of  the  property  values  used '  in  those  different 
services. 

Question.  And  where  do  those  property  values  come  from? 

Answer.  They  are  shown  at  the  bottom  of  the  sheet. 

Question.  And  where  were  they  taken  from? 

Answer.  Those  values  are  from  sheet  7  of  Exhibit  No.  3. 

Question.  Will  you  read  what  the  sheet  shows  to  be  the  plant  value  for 
generating? 

Answer.  $27,626,333. 

Question.  And  for  transmission  and  transforming? 

Answer.  $6,934,635. 

Question.  And  for  distribution  and  other  electrical  charges? 

A:R»wer.  $5,702,215,  making  a  total  of  $40,263,183. 

Question.  And  expressed  in  percentage,  what  is  the  generating  cost? 

Answer.  The  generating  cost  is  68.6  per  cent.  Transmission  and  transform- 
ing, 17.2  per  cent.    Other  electrical  operations,  14.2  per  cent. 

Question.  That  includes  distribution,  does  it  not? 

Answer.  That  includes  distribution ;  yes. 

Question.  Column  7,  then,  which  is  the  final  operating  revenue  found  by 
adding  column  4  and  column  5,  amounts  to  What?    First,  for  generating? 

Answer.  $28.75. 

Question.  And  for  transmission? 

Answer.  $8.06. 

Question.  And  distribution  and  other  costs? 

Answer.  $11.39. 

Question.  The  total  amounts  to  what? 

Answer.  $48.20  per  horsei)ower  year. 

Question.  And  now  you  are  the  general  accountant  of  the  Federal  Power 
Commission  ? 

Answer.  Yes. 

Question.  And  .you  made  these  calculations  yourself? 

Answer.  Yes. 

Question.  And  you  feel  that  they  are  correct? 

Answer.  With  the  very  material  assistance  of  the  nltonuy.  I  have  verified 
those  figures. 

Question.  You  have  done  that  yourself? 

Answer.  A  good  many  of  them  myself. 

Question.  All  of  those  figures  you  have  taken  directly  fiom  the  report  of  the 
company? 
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Answer.  Those  are  all  based  upon  the  annual  reports  or  special  data  fur- 
nished by  the  company. 

Mr.  ScATTEBGOOD.  That  is  all,  Mr,  King. 

Now,  if  there  is  any  cross-examination 

Mr.  Kelly.  I  would  like  to  cross-examine  him.  I  am  a  little  at  a  loss  to 
know  whom  you  are  going  to  cross-examine,  Mr.  Scattergood  or  Mr.  King. 

Mr.  Scattergood.  He  is  the  Indian  Bureau's  witness.  I  guess  he  will  have 
to  be  cross-examined. 

Mr.  Kelly.  He  has  given  us  a  lot  of  testimony.  Somebody  ought  to  cross- 
examine  him.     [Laughter.] 

Cross-examination  by  Mr.  Kelly: 

Question.  From  your  figures,  Mr.  King,  you  calculated  the  corporation's  oper- 
ating income  at  $48  plus  a  horsepower  with  a  profit  designated  as  $30  plus, 
leaving  about  $18  a  horsepower  cost  for  the  operation  of  the  Montana  Power 
Co.  in  1926,  a  difference  between  the  first  column,  or  column  6,  and  column  7. 
That  would  leave  a  total  horsepower  cost  of  $18  a  horsepower? 

Answer.  I  don't  understand  that  question. 

Question.  You  have  determined  that  the  prorated  amount  of  $30.56  is  profit, 
that  the  total  income  per  horsepower  was  $48.  Deducting  $30  from  $48  would 
leave  approximately  $18  per  horsepower  cost.    That  is  correct,  isn't  it? 

Answer.  That  is  actual  cost ;  yes. 

Mr.  Kelly.  That  is  all. 

Redirect  examination  by  Mr.  Scattergood: 

Question.  Mr.  King,  that  is  in  generating,  transmission,  and  distribution, 
isn't  it? 

Answer.  Y^es.  That  is  a  total,  what  I  would  term  the  operating  cost  for  all 
of  their  services. 

Question.  What  Mr.  Kelly  has  asked  of  j  ou  is  the  sum  in  column  4  of  the  first 
three  items,  isn't  it? 

Answer.  That  is  what  he  asked ;  yes. 

Mr.  Kelly.  That  is  the  cost  without  the  allowance  of  any  return  on  the 
investment. 

Mr.  Scattergood.  Yes. 

The  Witness.  That  is  $17.64. 

Mr.  Forbes.  Mr.  Scattergood,  do  I  understand  that  that  figure  of  $18  and 
some  odd  cents  includes  distribution  and  transmission? 

Mr.  Scatteirgood.  Yes. 

Mr.  Forbes.  What  cost  of  the  generating? 

Mr.  Scattergood.  The  cost  of  generation  plus  the  transmission  and  cost  of 
distribution,  without  any  allowance  for  return. 

Mr.  Forbes.  And  that  was  for  their  entire  system? 

Mr.  Scattergood.  For  their  entire  system. 

Now,  Mr.  Cochrane,  would  you  resume  the  stand? 

Whereupon, 

H.  H.  Cochrane  resumed  the  stand  for  cross-examination  by  Mr.  Scattergood. 

Mr.  Kelly.  May  I  suggest  to  Mr.  Scattergood  in  connection  with  his  case 
that  he  state  whether  or  not  he  is  going  to  furnish  to  the  commission  the  actual 
acreage  in  Indian  lands  that  is  going  to  be  occupied  by  any  portion  of  this 
project,  or  flood  rights,  for  power  house  or  any  other  purposes,  so  that  we  can 
find  out  how  much  per  acre  he  is  expecting  to  get  for  his  Indians  for  the  lands 
which  They  actually  have  occupied.  The  law  provides  that  this  commission  shall 
fix  and  determine  a  rental  or  charge  to  be  made,  to  be  paid  to  the  Indians  for 
the  use  of  their  lands. 

Mr.  DixoN.  An  acre  charge? 

Mr.  Kelly.  No  ;  it  doesn't  have  to  be  an  acre  charge.  But  the  iK)wer  of  this 
commission  to  fix  a  return  to  the  Indians  is  based  upa''  <-helr  lands  which  are 
used  in  this  project. 

So  I  think  it  would  be  of  importance  to  the  commis^sion  that  the  actual  acre- 
age owned  by  the  Indians  that  will  be  either  flooded  or  occupied  by  dams, 
power  houses,  and  other  uses  that  this  project  may  require,  the  actual  acreage 
that  the  Indians  are  going  to  contribute  be  known ;  because,  as  I  say,  that  the 
Power  Commission's  authority  and  the  direction  given  by  Congress  to  the  com- 
mission is  that  they  allow  to  the  Indians  a  fair  rental  or  return  to  them  for 
their  lands  which  are  occupied  by  this  site. 


4326      SURVEY  OF  CONDITIONS  OF  INDIANS  IN  UNITED  STATES 

Mr.  ScATTEBGOOD.  I  submit  that  Mr.  Kelly  might  have  completed  his  quota- 
tion of  the  law  by  including  "  at  the  most  valuable  purpose  to  which  the  lands 
can  be  put,"  which  in  this  case  is  of  importance  because  it  is  indisputable  that 
the  most  valuable  purpose  to  which  the  lands  can  be  put  is  the  purpose  of 
developing  power. 

Now,  if  the  Indians  hold  the  key  to  the  lock  or  the  key  to  the  whole  power 
situation  by  owning,  as  they  do,  the  site  itself  where  the  dam  or  power  house 
are  going  to  be,  I  submit  that  the  amount  of  acres  involved  in  flooded  land  is 
of  absolutely  no  consequence. 
Mr.  Dixon.  Read  the  law  and  see  what  it  says. 

Mr.  BoNNEB.  I  think  in  order  that  we  may  understand  it  it  would  be  well 
to  read  the  entire  paragraph  (e)  of  section  10  of  the  act,  Mr,  Chairman. 

It  reads  as  follows : 

"(e)  That  the  licensee  shall  pay  to  the  United  States  reasonable  annual 
charges  in  an  amount  to  be  fixed  by  the  commission  for  the  purpose  of  reim- 
bursing the  United  States  for  the  costs  of  the  administration  of  this  act;  for 
recompensing  it  for  the  use,  occupancy,  and  enjoyment  of  its  lands  or  other 
property ;  and  for  the  expropriation  to  the  Government  of  excessive  profits  until 
the  respective  States  shall  make  provision  for  preventing  excessive  profits  or 
for  the  expropriation  thereof  to  themselves,  or  until  the  period  of  amortiza- 
tion as  herein  provided  is  reached,  and  in  fixing  such  charges  the  commission 
shall  seek  to  avoid  increasing  the  price  to  the  consumers  of  powef  by  such 
charges,  and  charges  for  the  expropriation  of  excessive  profits  may  be  adjusted 
from  time  to  time  by  the  commission  as  conditions  may  require :  Provided, 
That  when  licenses  are  issued  involving  the  use  of  Government  dams  or  other 
structures  owned  by  the  United  States  or  tribal  lands  embraced  within  Indian 
reservations  the  commission  shall  fix  a  reasonable  annual  charge  for  the  use 
thereof,  and  such  charges  may  be  readjusted  at  the  end  of  20  years  after  the 
beginning  of  operations  and  at  periods  of  not  less  than  10  years  thereafter  in 
a  manner  to  be  described  in  each  license:  Provided.  That  licenses  for  the 
development,  transmission,  or  distribution  of  power  by  States  or  municipalities 
shall  be  issued  and  enjoyed  without  charge  to  the  extent  such  power  is  sold 
to  the  public  without  profit  or  is  used  by  such  State  or  municipality  for  State 
or  municipal  purposes,  except  that  as  to  projects  constructed  or  to  be  con- 
structed by  States  or  municipalities  primarily  designed  to  provide  or  improve 
navigation  licenses  therefor  shall  be  issued  without  charge ;  and  that  licenses 
for  the  development,  transmission,  or  distribution  of  power  for  domestic,  min- 
ing, or  other  beneficial  use  in  projects  of  not  more  than  100  horsepower  capacity 
may  be  issued  without  charge,  except  on  tribal  lands  within  Indian  reserva- 
tions;  but  in  no  case  shall  a  license  be  issued  free  of  charge  for  the  develop- 
ment and  utilization  of  power  created  by  any  Government  dam  and  that  the 
amount  charged  therefor  in  any  license  shall  be  such  as  determined  by  the 
commission." 

Mr.  ScATTERGOOD.  Mr.  Chairman,  Mr.  Flickinger.  who  is  a  member  of  the  bar, 
tells  me  that  that  has  been  somewhat  amended.     Isn't  that  so,  Mr.  Flickinger? 

Mr.  Flickinger.  Yes.  The  act  of  March  7.  1928,  provides  that  it  shall  be 
satisfactory  to  the  Secretary  of  the  Interior,  which  modifies  that  subsection. 

Mr.  Pope.  It  applies  to  the  rentals  for  the  use  of  the  Indians'  lands. 

Mr.  Kelly.  The  point  that  I  am  making,  if  you  will  pardon  me,  is  that  the 
commission  in  fixing  the  allowance  which  will  be  properly  made  to  the  Indians 
la  limited  in  its  determination  of  that  figure  to  the  value  of  the  lands  which 
the  Indian  tribe  puts  into  this  project  or  which  is  occupied.  Now,  there  are 
miles  and  miles  that  are  not  owned  at  all  by  the  Indians  in  this  project. 

Now,  speaking  about  the  key  to  this  situation,  every  foot  of  land  that  must 
be  flooded  is  just  as  much  a  key  to  the  situation  as  every  other  foot  of  the  land ; 
and  without  the  water  the  key  would  not  open  anything. 

So  that  in  the  development  of  the  price  which  the  Indians  should  receive 
the  commission,  we  submit,  sl^ould  be  advised  as  to  how  many  acres  of  Indian 
lands  are  going  to  be  flooded  and  how  many  acres  are  going  to  be  occupied  by 
this  project ;  and,  having  that  acreage  in  mind,  and  all  of  the  surrounding  facts, 
to  determine  whether  or  not  they  should  get  one  sum  or  the  other. 

Mr.  ScATTERoooD.  Mr.  Chairman,  I  submit  that  that  Is  a  matter  of  interpre- 
tation of  the  law 

Mr.  Keixt.  I  agree  with  you  on  that.  But  my  suggestion  was  that  the  acreage 
should  be  made  a  part  of  the  record. 

Mr.  ScATTKROooD  (continuing).  To  argue  at  a  later  time.  But  as  lo  wh.it  the 
number  of  acres  Involved  might  be,  I  submit  that  that  is  a  part  of  Mr.  Kelly's 
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case.  It  is  not  a  i>art  of  mine.  I  contend  that  the  calculation  of  the  value  of 
the  site  should  not  he  based  on  acreage ;  and  I  am  not  interested  in  the  number 
of  acres  involved,  except  in  rebuttal  of  any  argument  that  Mr.  Kelly  may 
determine,  or  make  bring  forward.  It  seems  to  me  that  it  is  up  to  him  and  his 
side  of  the  case  to  present  any  data  that  he  wants  to  build  his  case  uiK)n. 

Mr.  Lawson.  I  will  say  that  that  is  all  in  the  record  as  a  part  of  the  appli- 
cation. The  application  tells  what  lands  are  to  be  occupied  and  the  status  of 
them. 

Mr.  ScATTERGOOD.  Are  you  satisfied,  Mr.  Kelly,  to  let  it  go  at  that? 

Mr.  Keixy.  If  the  acreage  is  in  the  record  so  that  the  commission  will  have 
it  before  them. 

Mr.  ScATTERGOOD.  Personally  I  have  no  knowledge  of  that,  and  I  can  not 
state  it. 

Examination  of  witness,  Mr.  Cochrane,  by  Mr.  Scattergood  : 
Question.  Now,  Mr.  Cochrane,  turning  to  sheet  No.  7  of  the  Indian  Exhibit 
No.  3,  would  you  just  tell  us  what  the  total  valuation  for  the  year  1926  is 
shown  to  be? 

Mr.  Kelly.  Before  the  examination  of  Mr.  Cochrane  goes  further  I  want  to 
incorporate  in  the  record  as  part  of  this  statement  the  project  area.  This 
was  taken  from  "  Supplemental  File  E,  Engineer's  Report,  Montana  Project 
No.  5,  Rocky  Mountain  Power  Co.,  Flathead  River  below  Flathead  Lake."  The 
project  area  in  acres,  approximately,  with  possible  revision  downward,  in 
134,365  acres,  as  follows: 

Acres 

River  and  lake  bed 117,  562 

Government  land 2,  423 

Forest   Reserve 132 

Private   lands 14, 228 

The  public  lands  involved,  by  acres,  are : 

Acres 

Government   land 2,223 

Forest    reserve 132 

Total 2,555 

Mr.  SCATTERGOOD.  Mr.  Cochrane.  I  will  just  ask  you  a  question  or  two  in 
regard 

Mr.  Jones.  May  I  ask  Mr.  Henshaw  to  explain  that  area,  how  he  arrived  at 
it,  whether  it  includes  land  actually  overflowed  or  more  than  that? 

Mr.  Dixon.  It  is  by  legal  subdivision,  as  I  understand. 

Mr.  Jones.  Yes;  by  legal  subdivision. 

Mr.  Dixon.  The  actual  acreage  is  not  nearly  as  much  as  that,  I  understand. 

Mr.  Jones.  That  is  my  understanding. 

Mr.  Kelly.  If  the  map  is  followed,  it  will  be  seen  that  the  outlines  are  all 
legal  subdivisions,  and  they  are  Indian  lands  as  well. 

Mr.  Jones.  My  thought  was  that  this  reservation  of  the  high-water  level  by 
the  Government  might  include  a  narrow  strip  and  so  be  very  small,  whereas 
Major  Butler  may  have  included 

Mr.  Dixon.  He  had  the  entire  40.  ^ 

Mr.  Jones.  Yes ;  the  entire  40. 

Mr.  Dixon.  Whether  10  acres  out  of  the  40  were  taken. 

Mr.  Jones.  Whether  that  was  the  figure  from  the  power  company  or  the 
applicant  or  the  Indians  I  don't  know.  I  just  thought  that  ought  to  be 
determined. 

Examination  of  witness  by  Mr.  Scattergood  (resumed)  : 

Question.  Mr.  Cochran,  in  respect  to  power  sites,  generally,  if  you  owned  a 
site  yourself,  on  what  basis  would  you  place  a  valuation  upon  it  for  sale? 

Answer.  I  never  gave  that  matter  much  consideration,  because  I  never  owned 
a  power  site. 

Question.  Well,  if  you  did  own  one,  if  you  were  lucky  enough  to  own  one, 
would  you  sell  it  on  any  acreage  basis  of  valuation? 

Answer.  I  would  sell  it  to  the  highest  bidder. 

Question.  Well,  would  you  try  to  reach  a  bargain  with  the  nearest  bidder, 
the  highest  among  them,  on  an  acreage  basis? 

Answer.  No;  I  don't  think  I  would. 
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Question.  What  would  be  the  basis  that  you  would  use? 

Answer.  I  would  certainly  get  as  many  bidders  as  I  could,  and  sell  it  to  the 
highest  one,  if  I  wanted  to  sell  it. 

Question.  Suppose  that  anyone  was  buying  a  site.  What  would  you  expect 
would  be  the  basis  of  his  calculation  as  to  what  it  was  worth? 

Mr.  Kelly.  If  the  commission  please,  so  that  I  may  not  be  misunderstood  in 
the  case,  I  am  not  contending  that  this  site  should  be  sold  or  leased  on  an 
acreage  basis.  The  purpose  of  this  was  to  show  that,  should  it  develop  that 
perhaps  out  of  120,000  acres  in  this  site,  less  than  25,000  acres  of  Indian  lands 
are  involved  in  the  question  which  Mr.  Scattergood  is  pursuing,  consequently 
the  value  of  the  entire  site  does  not  determine  the  value  of  the  acreage  which 
was  put  in  any  more  than  the  value  of  the  acreage  which  the  farmer  put  in 
on  the  other  end  of  the  lake  should  determine  it  or  which  the  State  put  in 
through  its  waters. 

Answer.  Following  Mr.  Kelly's  thought  on  that,  I  think,  if  I  were  a  part 
owner  of  a  site,  I  would  get  together  all  of  the  other  owners ;  and  then  I  would 
sell  the  site  to  the  highest  bidder  and  divide  up  the  proceeds  on  an  acreage 
basis,  if  1  acre  was  as  mucli  of  a  key  to  the  site  as  any  other  acre. 

By  Mr.  Scattergood: 

Question.  Don't  you  think  that  you  Mere  nearer  a  real  answer  in  your  first 
reply  ? 

Answer,  You  asked  me  if  I  owned  a  site.  I  thought  you  meant  by  that  if  1 
owned  the -entire  site. 

Question.  You  would  sell  it  to  the  highest  bidder,  wouldn't  you? 

Answer.  Yes. 

Question.  And  the  basis  of  valuation  to  the  highest  bidder  is  the  thing  that 
makes  his  bids? 

Answer.  I  don't  know.     You  are  making  me  buy  and  sell  it  both  now. 

Question.  You  know  well  enough  that  he  would  pay  for  it  what  it  is  worth 
from  the  standpoint  of  the  money  that  he  could  make  out  of  it. 

Answer.  He  would  pay  as  much  as  he  could  afford  to  pay  tov  it,  I  presume. 

Question.  And  that  would  be  the  measure  of  the  vMluatioii — what  he  could 
take  out  of  it? 

Answer.  Yes. 

Question.  That  is  the  basis  of  valuation  that  I  think  is  right  to  be  used 
for  the  Indian  site.    Don't  you  agree  with  me? 

Answer.  Well,  if  I  was  an  Indian,  I  certainlv  would  get  all  I  could  out 
of  it. 

Question.  Don't  you  agree  that  that  is  a  fair  way  of  valuing  it? 

Mr.  Kelly.  I  agree  with  that.     I  will  stipulate  that. 

By  Mr.  Scattergood: 

Question.  Are  you  familiar  as  an  engineer  with  a  book  called  Hydroelectric 
Handbook,  by  Creager  and  Justin   [exhibiting  a   hook  to  the  witness]? 

Answer.  No ;  I  am  not. 

Question.  You  don't  know  that  book? 

Answer.  No ;  I  do  not. 

Question.  You  never  have  seen  it? 

Answer.  I  don't  think  so. 

QuAition.  Now,  tm  page  5  of  th;it  book,  in  the  chapter  headed  "  Investigation 
and  license  in  relation  to  hydroelectric  property."  you  will  tind  several  sub- 
headings. One  of  them  is  "  Promotion  rejiorts."  The  next  one  is  "  R(>i)()rt  for 
marketing  a  site."  Do  you  know  what  method  is  used  in  calcu!;iiiiii:  ;i  sit.' 
as  a  guide  for  engineers  in  marketing  a  site? 

Mr.  Kelly.  We  object  to  that  as  hearsay.  I  don't  know  what  kind  of  n  book 
this  is,  whether  it  has  any  standing  of  value,  and  I  don't  care.  I  object  to  the 
book  as  encumbering  the  record  with  immaterial  matter. 

Mr.  Scattergood.  It  is  a  standard  book  on  hydropower,  Mr.  Chairman. 

Mr,  Kelly.  One  of  the  elementary  principles  of  legal  procedure  is  that  you 
can  not  put  any  book,  standard  or  otherwise,  in  as  evidence  if  we  have  no 
chance  to  cross-examine  the  author. 

Mr.  Dixon.  I  think  that  is  true,  but  you  may  ask  the  question. 

Mr.  Scattergood.  May  I  ask  him  to  just  tell  us  what  method  is  used  by  this 
author  in  calculating  the  valuation  of  a  site? 

The  Witness.  I  would  have  to  read  the  book. 
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I'.y  Ml.  S(  attewgood: 

Question.  It  is  right  there.     So  take  a  few  ininutes  and  read  it. 

iMr.  Dixon.  A  standard  book  of  reference  can  be  offered  to  impeach  an  txpcrt 
witness. 

Mr,  ScATiEHGOOD.  Mr,  Chairman,  I  got  this  book  from  the  Geological  Survey 
when  I  sent  around  and  asked  them  to  supply  me  with  an  authority  on  hydro- 
electric sites,  when  I  was  trying  to  prepare  myself  on  the  matter. 

Mr.  Kelly.  Is  this  for  the  purpose  of  impeaching  a  witness  who  has  not 
lestitied  yet  as  to  any  way  that  this  property  should  be  valued? 

Mr,  ScATTEKGOOD.  Not  the  slightest,  but  it  is  in  order  to  meet  your  method 
of  valuing  this  Indian  site  and  to  submit  another  one.  We  want  to  do  it  on 
some  basis  of  equity. 

Mr.  Kelly.  Yes. 

Mr.  ScATTERGOOD.  You  askcd  about  the  acreage,  and  I  wanted  to  find  out 
whether  Mr.  Cochran 

Mr.  Kelly.  I  just  wanted  this  record  to  show  that  the  acres  owned  by  the 
Indians  are  only  a  small  part  of  this  site,  not  a  large  part. 

JMr,  Dixon,  These  real  lawyers  here  on  the  commission  say  that  you  can 
read  an  extract  from  that  and  ask  him  whether  he  agrees  with  that  conclusion. 

Mr,  ScATTERGOOD,  All  right.  I  will  do  it  that  way.  I  am  not  a  lawyer.  I 
don't  know  how  to  go  about  these  things.  But  as  a  business  man  I  know  how  to 
read  what  an  authoritative  book  indicates. 

By  Mr.  Scattergood: 

Question.  Mr.  Cochran,  reading  from  this  book,  which  is  called  "  Hydroelectric 
Handbook  " 

Mr.  Dixon.  By  whom? 

Mr.  SCATTERGOOD.  By  Creager — William  P.  Creager — and  Joel  B.  Justin,  with 
the  assistance  of  nine  contributors,  whose  names  are  set  forth  here,  but  whose 
names  I  don't  think  I  need  to  read. 

Mr.  Dixon.  Published  by  whom,  and  in  what  year? 

Mr.  ScATTERGOOD,  Published  by  John  Wilder  Sons,  of  New  York,  in  1927, 

Mr,  Dixon.  All  right.     You  may  read  that  and  ask  him  about  it. 

By  Mr,  Scattergood: 

Question,  In  this  chapter  about  investigations  and  reports  I  lind  on  pago 
805  the  following : 

"  Reports  for  marketing  a  site.  Instead  of  promoting  a  company  to  de- 
velop the  site  which  he  owns,  a  promoter  may  endeavor  to  sell  his  lands  and 
water  rights  to  a  going  concern.  In  this  case  a  linancial  statement  may  be 
made  up  in  the  form  shown  in  Table  LXXXI,  which  gives  the  rate  of  the  re- 
turn on  the  investment,  corresponding  to  a  fixed  price  (item  22)  to  be  paid  the 
promoter  for  the  lands  and  water  rights ;  or  it  may  be  made  up  in  the  form 
show^n  in  Table  LXXXII,  which  shows  the  value  of  the  lands  and  water  rights 
corresponding  to  a  fixed  desired  minimum  rate  of  return  on  the  investment 
required  for  the  investment." 

Thereafter,  following  the  table,  it  shows  the  operating  income  to  be  $365,000 
for  this  sample  case ;  the  operating  charges  to  be  $102,500,  making  a  net  income 
after  operation  of  $262,500. 

Then  it  goes  on  and  says :  "  Item  3  capitalized  at  10.5  per  cent."  whic4i  is 
one  and  a  half  times  the  bond  interest  on  the  whole,  one  and  a  half  times  the 
allowed  return,  making  $2,500,000. 

Then  it  says :  "  Cost  of  development,  transmission,  substations  and  steam 
stand-by,  $2,200,000,  and  the  difference  between  them,  the  value  of  the  lands 
and  water  rights,  or  $300,000," 

Then  it  goes  on  and  says:  "The  net  income  after  operation  of  item  3,  in  item 
4  at  the  desired  minimum  rate  of  return  of  10.5  per  cent,  indicates  the  total 
possible  capitalization  of  the  project,  from  which  the  estimated  cost  of  the  de- 
velopment must  be  subtracted,  indicates  the  value  of  the  lands  and  water 
rights  which  are  for  sale." 

Then  it  says :  "  This  type  of  statement  is  used  both  by  the  vendor  and  by 
the  prospective  purchaser." 

Now.  then,  does  that  have  any  familiar  sound  to  you  at  all  as  to  a  method? 

Answer.  Is  that  the  typical  financial  statement  of  the  promotion  report,  or  a 
typical  financial  statement  .^showing — is  that  this  right-hand  table  [indicating]  ? 

Question.  Yes.     That  is  the  one. 
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Mr.  Kelly.  I  think  we  can  shorten  the  record  by  agreeing  that  if  the  person 
who  owns  the  water  rights  bought  the  power  site,  that  that  w'ould  he  a  typical 
method  of  determining  it  on  that  basis. 

By  Mr.  Scattehgood  : 

Question.  Isn't  tiiat  exactly  the  same  basis  that  I  aslced  Mr.  Wheeler  to 
submit  when  I  asked  for  his  set-up  for  his  site  No.  1  and  later  asked  you  to 
put  in  when  you  submitted  your  Exhibit  No.  8? 

Answer.  I  don't  remember  what  you  asked  Mr.  Wheeler  to  do.  But  my  recol- 
lection of  that  was  that  Mr.  "Wheeler  had  prepared  a  statement  and  you  asked 
us  to  get  together  so  that  the  statement  which  we  would  prepare  would  be 
comparable  with  his. 

Question.  You  will  recall  that  he  presented  first  a  statement  of  all  five  power 
sites,  and  I  asked  him  to  supplement  that  with  an  additional  statement  for 
site  No.  1  alone,  which  would  be  the  one  which  we  have  immediately  under 
consideration;  and  he  did  furnish  us  that. 

Answer.  I  don't  know  what  you  asked  him  to  put  in,  but  I  am  willing  to 
admit  that  that  is  all  he  said. 

Question.  Mr.  Wheeler  submitted  this  set-up,  which  we  have  in  Exhibit 
No.  8 

Mr.  Dixon.  I  would  like  right  there,  Mr.  Scattergood,  to  know  w^hether  that 
set-up  in  that  book,  determining  the  value  of  the  power  site  itself  in  comparison 
to  the  total  cost  of  construction,  as  to  whether  that  would  be  the  case  where 
the  landowner  owns  the  water  as  well  as  the  land,  where  the  doctrine  of 
riparian  rights  is  applicable,  or  whether,  as  in  Montana,  the  riparian  pro- 
prietor does  not  own  the  water?  Wouldn't  it  be  different  where  the  State  of 
Montana  owns  the  water? 

Mr.  Scattergood.  Of  course,  in  this  case  nothing  is  sold,  Mr.  Chairman.  It  is 
only  a  question  of  rental. 

Mr.  Dixon.  But  the  same  reasoning  is  involved? 

Mr.  Scattergood.  Exactly. 

Mr.  Dixon.  The  landowner  owns  the  water.  In  Montana  the  landowner  does 
not  own  the  water  but  only  the  site. 

Mr.  Scattergood.  But  you  can  not  separate  the  land  from  the  water  in  the 
case  of  a  running  stream? 

Mr.  Dixon.  You  can't  separate  the  use  of  the  water  from  the  land. 

Mr.  Scattergood.  You  are  a  lawyer,  and  you  know  more  about  that  than  I  <lo. 

Mr.  Dixon.  No.    I  only  pretend  to  be  a  lawyer. 

Mr.  Scattergood.  All  I  know  is  that  if  I  had  a  site,  as  a  business  man  I 
would  want  to  sell  it  on  the  basis  of  what  the  fellow  who  bought  it  would  be 
able  to  earn  out  of  it. 

Mr.  Dixon.  I  agree  with  you  on  that  if  it  were  a  case  where  the  landowner 
also  owns  the  water,  which  would  not  be  the  case  in  the  Western  States. 

Mr.  Scattergood.  I  will  leave  the  lawyers  to  fight  that  out.  I  think  when  yon 
get  down  to  the  realities  of  the  case,  the  Indian  position  is  pretty  clear  here. 

By  Mr.  Scattergood: 

Question.  Well,  now,  Mr.  Cochrane,  leaving  that  and  coming  back  to  this 
Exhibit  No.  3,  page  7,  won't  you  read  into  the  record  the  total  for  the  year 
1927,  of  the  tangibles?  I  think  I  will  shift  to  1926.  Let  us  read  it  for  1926. 
It  is  $45,746,598,  isn't  it? 

Answer.  Yes. 

Question.  And  the  same  figure  for  1927  is  $46,952,039,  isn't  it? 

Answer.  Yes. 

Question.  Now,  what  are  the  figures  for  water  rights,  contracts,  franchises, 
and  so  forth,  for  1926?    They  are  $51,491,269,  isn't  it? 

Question.  And  for  1927  it  is  $51,699,423,  isn't  it? 

Answer.  Yes. 

Question.  The  total  for  1926  of  those  items  would  be  $97,237,867,  would  it  not? 

Answer   Yes 

Question.  And  for  1927,  $98,651,462? 

Answer.  Yes. 

Question.  Now,  just  for  the  purpose  of  explanation  to  the  commission,  that 
first  set  of  figures,  namely,  Intangibles,  were  calculated  on  the  basis,  were  they 
not,  of  an  engineer's  report  by  Mr.  Hagenah?  That  was  made  as  of  December 
31,  1922.  and  thereafter  book  values  of  actual  additions  to  property  were  added 
from  year  to  year?    Isn't  that  the  way  it  was  calculated? 
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Answer.  That  is  my  understanding. 

Question.  So  that  as  a  matter  of  fact  these  first  tangible  figures  represent 
that  engineer's — and  he  was  your  own  engineer — idea  of  the  real  value  of 
tant^ible  property? 

Answer.  Yes. 

Question.  And  the  other  items,  water,  contracts,  franchises,  and  so  forth» 
was  not  what  you  might  call  intangibles? 

Answer.  Yes. 

Question.  In  other  words,  what  those  whole  figures  total  for  1927,  which  is 
fifty-one  millions  and  upwards,  really  represent  what  is  customarily  called 
water  rights,  isn't  it? 

Answer.  I  think  somebody  suggested  that  a  column  might  be  put  fox  that 
water.    But  I  don't  think,  as  a  matter  of  fact,  that  it  is  all  water. 

Question.  I  don't  suppose  it  is.  I  have  no  doubt  that  if  you  were  asked  to 
set  a  value  on  it  you  would  maintain  that  you  had  a  going-concern  value  and 
various  other  considerations  that  would  have  to  be  included,  such  as  good  will, 
that  would  be  properly  includable  in  the  item  of  these  intangibles,  would  you 
not? 

Answer.  Yes. 

Question.  So  that,  as  I  understand,  has  never  been  determined ;  what  really  is 
a  fair  value  of  the  property? 

Answer.  No. 

Question.  Now,  these  represent  the  average  1922  reconstruction  cost  valuer 
plus  actual  investments  afterwards? 

Answer.  Yes. 

Question.  Now,  the  prices  prevailing  about  the  end  of  1922  were  not  quite  the 
peak  of  the  post-war  prices,  were  they?    They  were  a  little  under  the  peak? 

Answer.  You  mean  that  they  had  gone  down  a  little  by  that  time? 

Question.  Yes. 

Answer.  I  think  so. 

Question.  But  still  they  were  fairly  near  the  peak  of  1921,  were  they  not? 

Answer.  I  presume  so. 

Question.  So  that  those  values  that  are  given  as  of  that  date  are  probably 
outside  of  what  would  be  a  real  reconstruction  cost  less  depreciation  to-day? 

Answer.  Yes. 

Question.  Now,  Mr.  Hagenah,  the  engineer,  suggested,  as  Mr.  Kerr,  I  think, 
intimated  this  morning,  a  basis  of  depreciation  charge. 

Mr.  Kelly.  Pardon  me,  Mr.  Scattergood.  So  that  the  record  may  not  be  con- 
fused on  that,  let  me  say  that  Mr.  Hagenah's  measure  of  values 

The  Witness.  There  is  a  footnote  on  there  to  that  effect. 

Mr.  Kelly.  On  this  exhibit  here  there  appeats  just  the  statement  that  I  was 
going  to  make.  There  is  a  star,  and  it  says :  "  Represents  appraisal  of  physical 
property  determined  as  of  December  31,  1913,  plus  additions  to  property  from 
December  31,  1913,  to  December  31,  1922." 

So  that  the  original  appraisals  were  made  upon  a  basis  of  property  values  as 
of  December,  1913,  and  not  1922;  so  that  the  question  is  misleading.  The  ex- 
hibit does  not  show  that,  and  it  is  not  a  fact. 

Mr.  Scattergood.  Which  was  starred?    The  item  which  you  are  talking  about? 

Mr.  Kelly.  The  first  line,  Mr.  Scattergood. 

The  Witness.  The  star  is  after  "  December  31,  1922  "  at  the  head  of  the  first 
column. 

Mr.  Scattergood.  Well,  of  course,  in  1913  you  didn't  have  all  of  your  plants 
built? 

Mr.  Kelly.  No.  This  figure  represents  the  1913  valuation  of  such  plants  as 
were  then  built,  plus  the  actual  cost  of  such  plants  as  were  built  since  then, 
many  of  which  were  built  before  the  war  prices,  the  plants  that  were  built  be- 
tween 1913  and  1918. 

Mr.  Scattergood.  I  am  glad  you  made  that  correction,  for  I  had  overlooked 
that  footnote. 

By  Mr.  Scattergood: 

Question.  Now,  what  was  the  recommendation  of  that  engineer?  What  did 
he  find  to  be  the  total  depreciable  property  as  of  December  31.  1922?  $38,182,- 
065  at  that  time,  was  it  not? 

Answer.  Well,  that  engineer  made  his  report  in  1913.  and  I  don't  know  how 
the  figures  were  arrived  at. 

Question.  He  made  his  report  in  1922,  did  he  not? 

Answer.  No:  in  1913. 
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Question.  But  this  is  the  same  engineer  who  made  the  later  one  in  1912? 

Mr.  Kerr.  May  I  exphiin  that? 

Mr.  ScATTEatGOOD.  All  right. 

Mr.  Kerr.  This  set-up  was  made  to  i;et  that  depreciation  ligure.  Then  wc» 
called  him  in  again  in  1022,  after  he  had  made  the  valuation  in  1913,  to  make 
us  u])  tliat  figure  of  weighted  depreciation.     That  was  his  job  in  1922. 

Mr.  S(  ATTERGOOD.  It  was  the  same  engineer  as  it  was  in  1913? 

Mr.  Kerk.  Yes. 

By  Mr.  Scattergood  : 

Question.  I  don't  want  ro  spend  much  time  on  this,  but  what  is  the  race 
percentage  average  annual  depreciation  that  he  found  by  the  method  that  he 
thouglft  ought  to  be  used?  Two  and  sixty-four  one-hundredths  was  the  per 
cent,  was  it  not? 

Answer.  For  the  total :  yes.  sir. 

Question.  Of  course,   it   is  cut   up,   some  larger  and   some   smaller? 

Answer.  Yes. 

Question.  As  a  matter  of  fact,  the  company  has  never  followed  the  practice 
that  he  recommended,  has  it? 

Answer.  It  has  not  used  that  figure  in  making  up  its  annual  statements ;  no. 

Question.  And,  for  the  purposes  of  the  record,  in  1923  and  1924  it  charged 
up  $250,000,  did  it  not? 

Answer,  I  think  so. 

Question.  And  in  1925,  $275,000? 

Answer.  Yes. 

Question.  And  in  1926.  $350,000? 

Answer.  Yes. 

Question.  And  in  1927,  $300,000? 

Answer.  Yes. 

Question.  Now,  you  as  an  engineer  consider  those  sums  were  sufficient  to 
really  take  care  of  the  actual  depreciati<m  of  the  plants  and  other  property? 

Answer.  I  don't  know  whether  they  were  or  not.  I  haven't  gone  into  that 
matter  in  the  case  of  the  Montana  Power  Co. 

Question.  Well,  you  feel  that  an  item  of  that  kind  in  general  practice  ought 
to  be  left  to  individual  companies  to  determine  as  the  board  of  directors  may 
say,  or  do  you  think  that  the  better  practice  would  be  for  a  commission  regulat- 
ing such  property  to  try  to  establish  a  uniform  rule  to  be  applicable  to  all  com- 
panies under  its  jurisdiction? 

Mr.  Kelly.  Just  a  minute.  We  object  to  that  as  immaterial.  What  the 
proper  practice  is?  What  has  that  to  do  with  the  matter  that  this  commission 
is  now  concerned  with?    It  is  only  wasting  time. 

Mr.  Scattergood.  It  is  not  wasting  time,  Mr.  Chairman,  because  it  is  one  of 
the  very  important  items  that  will  figure  in  the  calculation  of  the  oi^erating  cost 
in  future,  a  question  of  depreciation. 

Mr.  Kelly.  His  opinion  of  this,  I  take  it,  is  immaterial. 

Mr.  Scattergood.  Perhaps  that  is  the  case.  But  I  think  it  would  be  helpful 
to  have  a  person  of  experience  in  such  a  large  company  as  this  to  give  us  his 
opinion. 

Mr.  Kelly.  It  is  easier  to  let  it  go  in  than  to  talk  about  it. 

Mr.  Dixon.  Are  you  trying  to  lay  down  a  rule? 

Mr.  ScATTEatGOOD.  What  I  had  in  mind  was  this,  Mr.  Chairman:  This  is  a 
case,  may  I  just  say  by  way  of  explanation,  that  lias  attracted  perhaps  an  ex- 
traordinary amount  of  attention.     I  will  put  it  in  the  form  of  a  question. 

By  Mr.  SoATTEajGOOD : 

Que.stlon.  Since  you  have  been  in  Washington,  Mr.  Cochran,  hav^  you  not 
been  cognizant  of  the  fact  that  even  United  States  Senators  and  Representatives 
in  Congress  have  come  down  here  to  show  their  great  interest  in  the  disposition 
of  this  case? 

Answer.  Yes. 

Question.  And  the  eyes  of  the  Nation  in  a  certain  sense,  that  is,  of  those  inter- 
ested in  power,  are  really  directed  to  this  case;  are  they  not? 

Answer.  Well,  the  eyes  of  the  Nation?  There  are  a  great  many  eyes  of  the 
Nation.    I  wouldn't  say  that  a  very  large  percentage  of  them  is  on  this  case. 

Question.  I  mean  those  who  are  interested  in  power  development. 

Answer,  I  don't  know  that  many  of  them  are. 
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Question.  You  don't  think  tliat  this  is  a  very  important  and  rather  critical 
case  for  the  new  administration  of  the  Federal  Power  Commission  to  take  under 
consideration? 

Answer.  I  think  it  is  an  important  case,  but  I  think  its  importance  has  been 
exaggerated  a  good  deal. 

Question.  It  is  the  first  big  and  really  important  case  that  the  new  adminis- 
tration has  had  to  take  up,  isn't  it? 

Answer.  I  don't  know.  I  understand  that  there  are  applications  pending 
from  the  Washington  Water  Power  Co.,  from  Kettle  Falls,  from  the  Rock 
Island  Electric  Co.,  from  the  bond  and  share  interests.  There  are  also  those 
sites  in  Oregon  which  are  comparable  with  this  in  size,  and  some  are  larger. 
I  don't  know  that  this  is  any  more  important  than  those  other  ones. 

Question.  Waiving  the  comparative  importance,  in  general  it  is  important 
that  the  commission  should  try  in  the  public  interest  to  establish  a  procedure 
that  would  involve  all  of  these  applications,  this  one  and  the  other  ones  that 
you  have  mentioned,  along  lines  that  would  tend  toward  complete  regulation? 

Answer.  Undoubtedly ;  and  I  hope  they  don't  make  a  mistake. 

Question.  That  is  what  I  want  to  see. 

Isn't  depreciation  one  of  the  factors  that  such  a  commission  has  to  make  a 
review  upon? 

Mr.  Kelly.  Has  that  anything  to  do  with  this  application  for  a  license — a 
projxir  method  of  procedure? 

Mr,  ScATTEaujooD.  It  has  a  great  deal  to  do  with  the  calculation  of  what  the 
Indian  is  entitled  to.    That  is  all  I  am  talking  about. 

By  Mr.  Scattergood: 

Question.  It  is  a  factor  in  that  earning,  is  it  not? 

Answer.  I  estimate  a  proper  figure  would  be  2  per  cent. 

Question.  Yes? 

Answer.  And  I  see  that  Mr.  Hagenah  has  used  2.07  for  a  generating  plant. 
We  are  pretty  close  together. 

Question.  I  want  to  say  that  I  have  no  desire  to  express  a  view  that  depre- 
ciation ought  to  be  bigger  than  the  figure  which  you  have  expressed  in  general, 
especially  for  a  hydroelectric  property,  because  it  is  a  fact,  is  it  not,  that  the 
bigger  the  item  is  the  more  they  pass  along  in  operating  expenses  to  come  out 
of  the  consumer  in  rates?    Is  that  not  so? 

Answer.  I  think  so.     Yes. 

Question.  So  there  is  no  advantage  in  a  company  overcharging  itself  in  de- 
preciation in  order  to  build  up  a  fund  of  unused  moneys  that  would  keep 
accumulating  from  year  to  year? 

Answer.  I  think  the  Montana  Power  Co.  has  recognized  that  in  the  low 
rate  which  it  has  set  aside  on  the  basis  that  the  major  items  to  be  subtracted 
from  this  depreciation  reserve  would  only  occur  in  later  years;  and  they 
didn't  think  it  was  worth  while  to  set  aside  each  year,  year  after  year,  espe- 
cially in  the  first  years  of  operation,  when  the  earnings  were  not  so  good,  an 
average  amount  which  would  cover  the  whole  period,  and  which  would  accu- 
mulate a  large  sum  which  perhaps  would  not  be  available  for  other  purposes; 
but  rather  to  set  aside  a  small  sum  the  first  year  and  increase  that  sum  as  the 
depreciation  increases,  always  with  a  view  to  getting  the  total  accumulation 
large  enough  to  cover  any  items  of  replacement  which  would  have  to  be  made 
long  enough  before  the  money  was  required  so  that  they  would  have  the  money. 
I  think  that  is  a  very  reasonable  way  to  do  it. 

Question.  I  agree  with  you.     I  think  that  is  an  excellent  suggestion. 

Now,  if  the  commission  could,  in  its  best  judgment,  depend  upon  a  fair  aver- 
age i)ercentage  for  depreciation  that  it  could  uniformly  apply  to  all  power 
applications,  would  it  not  be  desirable? 

Answer.  Yes. 

Question.  Well,  now,  passing  from  depreciation  to  the  item  which  we  were 
talking  about  the  other  day  of  amortization,  do  you  not  think  it  would  be 
likewise  good  practice  for  the  commission  to  establish  a  rule  to  which  appli- 
cants would  agree,  to  set  up,  say,  a  1  per  cent  amortization  charge  per  year, 
which,  if  followed  the  way  we  talked  about  the  other  day.  would  clear  the 
property  investment  entirely  within  a  period  of  50  years'  lease? 

Answer.  I  don't  know.  . 

Question.  Don't  you  know  that  that  likewise  would  be  a  very  wise  step  for 
the  commission  to  take? 
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Mr.  Kelly.  Oh,  we  object  to  that.  We  don't  think  that  this  one  engineer 
should  advise  the  commission  as  to  how  they  should  require  the  books  to  be 
kept  and  the  accounts  to  be  kept  of  these  power  companies  that  are  all  inter- 
ested here. 

Mr.  ScATTERGOOD.  All  right.    I  don't  care  to  press  it. 

By  Mr.  Scattergood  : 

Question.  Now,  Mr.  Cochran,  if  you  will  turn  to  Exhibit  No.  4.  Let  us  make 
a  few  comparisons  of  generating  costs  by  Exhibit  No.  4,  corrected. 

The  generating  costs  there  deteiTtiined,  less  the  interest,  is  how  much?  It  is 
0.862,  is  it  not,  per  kilowatt-hour? 

Answer.  I  have  Exhibit  No.  4,  but  I  guess  it  is  not  the  corrected  copy. 
(Another  paper  was  handed  to  the  witness.) 

Question.  You  will  notice  that  the  generating  costs,  less  interest  charges,  is 
0.862,  is  it  not? 

Answer.  Yes. 

Question.  Now,  in  the  case  of  the  Flathead  calculation  that  you  made  as  per 
Exhibit  No.  8,  the  corresponding  figures  for  the  operating,  without  any  allowed 
return,  was  1.3,  was  it  not,  referring  to  Rocky  Mountain  Power  Co.  Exhibit 
No.  8? 

Perhaps  I  can  help  you,  Mr.  Cochran.  You  will  remember  that  you  calculated 
the  entire  cost  of  it,  reduced  to  kilowatt-hours,  as  2.72  mills? 

Answer.     Yes. 

Question.  And  that  that  was  composed  of  two  factors :  One,  for  operation,  of 
1.3  mills;  the  other,  for  the  8  per  cent,  allowed  return  of  1.4  mills? 

Answer.  All  right. 

Question.  You  remember  that?  I  wanted  to  find  a  basis  to  make  a  com- 
parison of  operating  costs  of  the  system  as  a  whole,  so  that  we  could  set  it 
over  against  the  figures  that  you  have  just  stated  for  the  Flathead. 

Now,  the  operating  figure  of  0.862  would  compare  with  the  figure  of  1.3, 
would  it  not,  the  0.862  being  for  the  system  as  a  whole  and  the  figure  for  the 
Flathead  being  1.3?    Those  figures  would  be  comparable,  wouldn't  they? 

Answer.  No ;  I  can't  sit  here  very  well  and  follow  back  and  forth  from  one 
comparison  to  another,  where  one  is  in  horsepower  and  one  is  in  kilowatt- 
hours.  If  you  could  let  me  have  the  figures  and  let  us  study  them,  I  could  be 
able  to  answer  you  intelligently.  But  sitting  here  all  I  can  say  is  "  Yes ;  yes ; 
yes." 

Question.  I  think  it  is  quite  simple.    I  don't  want  to  take  much  time  with  it. 

You  will  remember  that  for  the  Flathead  you  calculated  1.3  mills  for  the 
cost  of  generation  outside  of  allowed  return?    That  is  clear,  isn't  it? 

Answer.  Well,  for  the  sake  of  argument  I  will  admit  it.  I  can't  say  that 
I  checked  it  up  and  agree  with  it,  because  I  haven't  got  the  figures  here. 

Question.  Well,  you  said  a  minute  ago  that  that  2.7  was  divided  into  two 
factors? 

Answer.  I  have  not  been  able  from  these  figures  here  to  divide  it. 

Question.  I  will  tell  you  how  to  do  it.  Take  the  sum  of  factors  of  operating 
expenses  down  to  interest,  5%  per  cent,  $433,876;  and  you  will  find  a  total  of 
those  items  is  $570,880.  If  you  divide  that  by  your  total  estimated  kilowatt- 
hours  of  445,000,000,  you  will  get  1.3  mills. 

Mr.  Ely.  Is  that  445,000,000? 

Mr.  ScATrERGOOD.  That  is  the  figure  that  they  gave  us. 

The  Witness.  Yes. 

By  Mr.  Soattergood: 

Question.  Now,  all  these  calculations  which  Mr.  King  has  given  us,  and  the 
corresponding  figures  for  the  system  exclusive  of  return,  the  0.862  for  produc- 
tion, isn't  it,  generation,  this  is  from  Indian  Exhibit  No.  4. 

Answer.  Yes. 

Question.  Well,  now,  can  you  explain  why  the  cost  at  Flathead  should  be 
nearly  a  half  a  mill  more  than  the  general  cost  of  operation  of  the  whole  system, 
unless  it  be  that  you  have  underestimated  the  volume  of  production  from  that 
plant  as  compared  with  the  figures  which  actually  have  been  realized  upon 
the  system  as  a  whole? 

Answer.  I  have  not  followed  Mr.  King's  figures  accurately  enough  or  in 
enough  detail  t')  know  whether  his  figure  there  is  comparable  to  the  oiIhm- 
or  not. 
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Question.  I  don't  want  to  take  time  to  ask  you  to  go  over  that ;  but,  assuming 
that  it  is  comparable,  what  would  be  the  reason  for  nearly  half  a  mill 
greater  cost  per  kilowatt-hour  of  generation  at  Flathead  than  on  the  system 
as  a  whole  V 

Answer.  I  don't  know. 

Question.  Well,  wouldn't  it  be  likely  to  be  because  you  have  underestimated 
the  divisor  here  or  the  number  of  kilowatt-hours'." 

Answer.  I  don't  know  whether  I  could  say  that  that  is  it  or  whether  Mr. 
King  has  underestimated  it  or  left  out  some  of  it.  I  am  not  in  a  position  to 
go  into  such  complicated  figures  and  say  yes  or  no  and  make  something  out  of 
these  things. 

Question.  What  I  want  to  have  is  this  reinforcing  and  corroborative  evidence- 
that  in  your  estimates  of  the  power  of  that  Flathead  plant  to  produce  you  have 
been  ultraconservative  and  have  established  it  at  a  low  figure  of  445,000,000 
kilowatt-hours,  which  is  far  below  the  general  average  which  you  have  already 
attained  on  the  rest  of  the  system  as  a  w^hole,  as  revealed  by  the  actual  operating 
figures  per  kilowatt-hour.  You  say  at  the  moment  that  you  don't  care  to  explain 
that? 

Answer.  What  I  say  is  that  I  don't  think  that  that  leads  to  any  such  con- 
clusion as  that  at  all. 

Question.  Could  you  tell  me  why  not? 

Answer.  Why  should  it? 

Question.  Because  the  two  figures  do  not  agree. 

Answer.  Because  the  two  figures  are  not  the  same  does  not  prove  necessarily 
that  one  is  wrong. 

Question.  Well,  if  you  will  point  out  why  they  are  not  comparable,  will  be 
thankful  to  you. 

Answer.  I  have  not  gone  through  Mr.  King's  figures  to  know  whether  they 
are  comparable  or  not  or  what  they  include. 

Question.  This  is  the  average  based  on  selling  after  these  factors  have  been 
applied  and  that  you  have  utilized ;  so,  at  Flathead  it  is  the  average  for  your 
whole  system  taken  right  from  Mr.  King's  figures  and  which  I  trust  later  you 
will  find  to  be  correct;  but  I  understand  that  your  exception  was  that  the 
error  of  omission  would  not  be  expected — but  I  don't  want  to  take  up  time 
to  force  you  to  answer. 

Answer.  Which  figure  of  depreciation  has  Mr.  King  used  in  that?  There  are 
two  figures  above.    One  would  be  $300,000.    The  other 

Question.  That  was  based  on  figures  as  utilized  by  the  company  itself. 

Answer.  There  is  a  difference  of  2  per  cent  of  the  total  cost  right  there,  or 
nearly  so.    That  would  be  one  thing  that  would  bring  Mr.  King's  figures  up. 

Question.  But  that  would  not  begin  to  account  for  half  a  mill  difference  in 
the  cost? 

Answer.  Maybe  it  would  and  maybe  it  wouldn't.  I  don't  know.  That  is 
what  I  say.     I  can't  give  you  an  answer  to  questions  like  that. 

Question.  Let  us  pass  from  generation  to  transmission.  These  figures  of 
Mr.  King's  in  Exhibit  No.  4  reveal  that  the  transmission  cost  of  the  whole 
system  is  what?  It  is  a  total  of  0.427,  isn't  it,  without  anything  added  for 
returns  ? 

Answer.  Yes.  The  figure  for  generating  cost  did  not  add  anything  for 
return  either,  did  it — Mr.  King's  figure? 

Question.  It  did  not  in  either  case.  We  were  comparing  them  exactly. 
Could  you  tell  me  what  we  have  to  add  for  return  from  the  transformer  cost? 

Mr.  Kelly.  We  submit,  if  the  commission  please,  that  the  costs  of  trans- 
mission of  power  from  Flathead  to  Anaconda,  140  miles,  as  compared  to  the 
average  transmission  of  the  Montana  Power  Co.  lines,  which  the  record  shows 
is  80  miles,  would  not  give  this  commission  any  information. 

Mr.  ScATTEBGOOD.  All  right.  To  save  time  I  will  not  pursue  any  of  them 
at  all.  But  they  reveal  an  interesting  comparison.  I  think  perhaps  that  figure 
of  one-half  mill  may  be  high. 

Mr.  Kelly.  Not  as  high  as  Mr.  Burch  put  it. 

Mr.  Dixox.  Well,  I  would  like  to  say  at  that  point  what  I  omitted  to  say 
the  other  day.  I  think  I  commented  on  that.  Wliat  I  thought  was  that  Mr. 
Burch  testified  that  the  transmission  cost  was  $30  per  horseix>wer-year.  My 
attention  was  called  afterwards  to  that  statement  being  a  mistake.  Mr. 
Burch's  testimony  was  considerably  under  that.  He  was  referring  to  the  total 
cost  delivered.     So  I  misquoted  him  there. 
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Mr.  Kelly.  He  said  it  was  over  $30  at  100  miles,  $40  at  140  miles,  $25  for 
transmission,  and  $15  for  generation. 

Mr.  Dixon.  I  didn't  want  to  have  my  misquotation  of  Mr.  I^>urcirs  statement 
stand. 

Mr.  ScATTBRGOOD.  Manifestly  you  are  too  high. 

Mr.  Forbes.  I  think  the  record  does  show  that  Mr.  Kureh  refused  to  give  a 
flefinite  answer  there,  saying  that  it  was  the  worst  kind  of  curbstone  opinion. 
When  pressed  for  an  answer  he  gave  you  what  he  described  to  be  the  worst 
kind  of  a  curbstone  opinion,  and  explained  that  he  would  give  it  specifically 
without  consideration  of  any  of  the  other  things  that  entered  into  the 
conclusion. 

Mr.  Ely.  That  is  correct. 

Mr.  Forbes.  So  he  was  not  expressing  any  opinion  or  any  estimate  of  his, 
but  merely  replying  to  questions  that  were  forced  upon  him  after  he  had  said 
that  he  would  not  be  able  to  answer  the  questions. 

By  Mr.  Scattergood: 

Question.  Now,  Mr.  Cochran,  the  few  remaining  questions  that  I  have  are 
very  simple,  but  involve  elaborate  calculation,  and  we  are  just  as  anxious  to 
finish  up  as  you  are. 

Now,  Exhibit  No.  8:  You  put  down,  you  utilized,  a  cost  figure  of  $18  per 
horsepower  for  the  68,000  saleable  horsepower  that  you  estimate  the  Flathead 
will  create  and  sell,  did  you  not? 

Answer.  Yes,  sir. 

Question.  $18? 

Answer.  Yes. 

Question.  Now,  in  this  figure  that  Mr.  King  has  worked  out  for  us,  with  his 
skill  as  an  accountant,  as  revealed  in  the  Exhibit  No.  6,  what  do  you  determine 
to  be  the  operating  revenue  for  generating  with  the  cost  item  included?  It  is 
$28.78,  is  it  not? 

Answer.  Well.  I  haven't  got  Exhibit  No.  6  here. 

Question.  Well,  it  is  column  No.  7,  opposite  the  generating  item. 

Answer.  Yes.     Exhibit  No.  6. 

Question.  It  is  Indian  Exhibit  No.  6.     It  is  $28.75,  isn't  it? 

Answer.  Yes. 

Question.  Well,  Mr.  King  has  found  that  that  is  a  final  operating  revenue 
per  horsepower-year,  according  to  the  books  of  the  company  itself,  in  the  year 
1926,  of  electricity  at  the  bus  bars  of  the  system  as  a  whole,  isn't  it? 

Answer.  Of  the  Montana  Power  Co. ;  yes. 

Question.  Yes? 

Answer.  I  don't  doubt  but  what  he  found  that ;  yes. 

Question.  Will  you  please  take  your  pencil  and  insert  instead  of  $18,  which 
you  used  for  extending  your  gross  revenue,  insert  the  figure  $27.75  per  horse- 
power-year ;  and  find  what  revenue  you  would  calculate  from  that. 

Mr.  Kelly.  On  the  Flathead,  or  Montana? 

Mr.  Soattergood.  At  the  Flathead  in  accordance  with  Exhibit  No.  8,  using  the 
average  figure  in  the  Montana  Power  Co.  system. 

By  Mr.  Soattergood: 

Question.  Well,  it  is  $1,955,000,  isn't  it? 

Answer.  Yes. 

Question.  Well,  Mr.  Kerr  was  pretty  near  right  as  a  shrewd  and  knowing 
manager  of  the  company  when  he  figured  the  income  that  he  expected  to 
realize  or  thought  he  would  realize  out  of  this  plant  when  lie  said  that  it  would 
be  2,000.000?    He  was  pretty  nearly  right,  wasn't  he? 

Answer.  I  don't  know. 

Queston.  What  do  you  say? 

Answer.  You  were  asking  me 

Question.  I  .say,  Mr.  Kerr  was  just  about  right  about  what  a  plant  at  Flathead 
ought  to  realize  based  on  his  broad  experience  with  results  in  the  Montana 
Power  Co.  system  as  a  whole? 

Answer.  I  don't  know  what  you  mean  by  '  oniiht."  whcUier  lie  thought  it 
actually  would  or  whether  he  would  like  to  have  il. 

Question.  You  heard  what  he  said? 

Answer.  If  I  heard  It  in  the  sense  that  he  would  like  to  have  it  so,  yes. 

Queston.  You  heard  what  he  said.    He  said  it  ought  to  produce  that,  didn't  he? 

Mr.  Dixon.  It  was  the  consummation  that  he  hoi)ed  for. 

Mr.  ScATTEBOOOD.  It  was  more  than  that.  Mr.  Kerr  knew  what  he  was  talking 
about,  because  be  knew  it  was  a  fact. 
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By  Mr.  Scattergood  : 

Question.  It  is  a  fact,  is  it  not,  that  Uf^ing  the  system's  price  per  horsepower 
as  a  whole  that  it  realized,  includincr  profits,  that  is.  gross  revenue,  it  would 
show  $1,955,000  a  year? 

Mr.  Kelly.  That  is  assuming  that  it  made  as  much  as  the  Montana  Power  Co. 
did  on  that  figure. 

Mr.  Scattergood.  But  Mr.  Cochran  has  told  us  so.  I  asked  him  if  this 
system  has  any  advantage.  I  asked  him  if  he  didn't  think  that  the  Flathead 
would  merge  into  your  general  system.  He  said  he  thought  it  would.  He 
said  that  it  would  have  no  appreciable  effect  except  that  inasmuch  as  the 
general  trend  of  value  might  change,  which  was  slightly  down.  He  has  already 
told  us  it  wouldn't  make  any  difference. 

By  Mr.  Scattergood: 

Question,  That  is  correct,  is  it  not? 

Answer.  I  don't  believe  I  remember  the  question. 

Mr.  Scattergood.  We  will  have  the  question  read  again. 

(The  reporter  read  the  pending  question,  as  follows:) 

"  Question.  It  is  a  fact,  is  it  not,  that  using  the  system's  price  per  horsepower 
4is  a  whole  that  it  realized,  including  profits — that  is,  gross  revenue — it  would 
show  $1,955,000  a  year?" 

By  Mr.  Soatteegood: 

Question.  Isn't  that  right? 

Answer.  I  don't  think  it  is  reasonable  to  assume  that  inasmuch  as  we  do  not 
expect  to  sell  power  there  from  the  Montana  Power  Co.  plants  at  the  plants, 
nor  from  the  Flathead  plant  at  the  plant,  that  there  is  any  comparison  to  be 
taken  here.  We  have  got  to  take  the  total  down  at  the  bottom  of  the  page 
and  up  at  the  top.     That  includes  all  the  cost,  transmission,  and  distribution. 

Question.  Then,  Mr.  Cochran,  you  were  mistaken  when  you  made  up  your 
set-up  in  Exhibit  No.  8?  You  used  a  figure  for  that  very  thing,  a  figure  of  $18 
per  horsepower. 

Answer.  I  was  comparing  it  with  another  figure  also  for  Flathead  at 
Flathead. 

Question.  Never  mind  what  you  were  comparing  it  with.  This  was  the 
representation  of  your  applicant  company,  wasn't  it? 

Answer.  Now,  you  are  comparing  it  with  another  company  with  a  different 
length  of  transmission. 

Question.  We  are  talking  about  the  sources  of  supply. 

Answer.  Absolutely;  a  source  of  supply  which  is  farther  away  from  the 
load,  at  the  present  time,  as  compared  to  one  near  the  load. 

Question.  That  factor  comes  out  of  the  transmission  figure,  doesn't  it? 

Answer.  Yes.  That  is  why  I  say  that  you  haven't  got  any  transmission  or 
any  distribution  or  any  basis  for  making  any  comparison  of  a  system  remote 
from  Flathead  with  Flathead,  whereas  you  can  compare  two  different  develop- 
ments at  Flathead  both  on  the  same  basis  of  cost  and  situated  at  the  same 
spot. 

Question.  All  right.  You  can  do  that  if  you  want  to.  But  what  I  want  to 
compare  is  what  your  system's  figures  worked  out  show  to  be  what  this  Flat- 
head would  develop  in  the  way  of  gross  revenue  at  Flathead. 

Mr.  Kexly.  I  assume  that  the  question  is  simply  a  mathematical  proposi- 
tion— if  you  assume  $28  a  horsepower  for  power  at  Flathead,  it  would  be  worth 
that  much  money? 

Mr.  Scattergood.  Yes. 

Mr.  Kelly.  We  can't  admit  that,  because  it  is  based  on  $28  a  horsepower. 

The  Witness.  Mr.  Wheeler  says  that  the  power  is  only  worth  $15,  and  that 
that  is  all  that  he  can  sell  it  for.    So  why  say  that  it  is  worth  $28? 

By  Mr.  Scattergood  : 

Question.  Does  he  say  it  is  worth  $15? 

Answer.  He  says  he  put  that  low  price  on  it  in  order  to  get  a  market,  and 
even  at  that  he  has  some  doubt  of  being  able  to  sell  it  for  that  much. 

Question.  What  he  did  was  to  become  a  competitor,  a  potential  competitor, 
with  you  by  offering  a  price  of  $15  to  any  consumer,  whereas  your  actual 
average  selling  price  in  your  system  is  $28.75  for  the  same  thing,  isn't  it? 

Answer.  He  didn't  suggest  that  he  could  get  $28  for  it  at  Flathead.  He  said  he 
wouldn't  have  based  his  figure  of  selling  it  at  $15  if  he  had. 
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Question.  Well,  stick  to  your  arithmetic. 

Answer.  All  right. 

Question.  The  difference  between  $1,955,000  and  the  figures  that  you  put  in 
for  an  8  per  cent  return  is  your  gross  revenue,  the  difference  between  that  and 
$1,215,000,  or  $739,320,  isn't  it? 

Answer.  Yes.  They  would  not  be  allowed  to  earn  that  much  in  Montana, 
though. 

Question.  But  you  are  allowed  to  earn  that  much? 

Answer.  We  are  not  allowed  to  earn  that  much  on  our  capital  investment. 

Question.  But  you  are  earning  it. 

Answer.  I  fixed  that  amount  for  the  Flathead  on  the  estimated  return, 
basing  8  per  cent  on  our  investment.    I  was  doubling  it. 

Question.  Does  that  mean  that  you  are  expecting  a  miracle  to  happen?  You 
were  not  speaking  from  the  earnings  or  what  have  been  the  earning  power  in 
the  past  when  you  made  that  statement? 

Answer.  I  don't  know  that  there  is  any  miracle  about  the  Flathead  that  is 
going 

Question.  But  you  have  been  earning  this  figure  of  $28.75  net  for  profit  and 
interest  return  upon  your  whole  system,  have  you  not? 

Answer.  We  have  not  been  earning  20  per  cent  on  the  investment,  which  you 
based  your  question  on. 

Question.  You  said  you  would  not  be  allowed  to  earn  it? 

Answer.  We  would  not  be  allowed  to  earn  it. 

Question.  But  you  are  earning  it,  are  you  not? 

Answer.  We  are  not.  We  are  not  earning  20  per  cent  on  our  investment, 
which  you  have  just  said  it  would  make  in  the  case  of  the  Flathead.  That  is 
the  discrepancy  in  your  assumption. 

Question.  Let  us  see  what  you  are  earning.  Here  is  the  report.  It  is  very 
interesting  to  follow  this  out.    Have  you  got  that  1926  report? 

What  is  the  actual  net  earnings  as  expressed  in  that  statement  on  the  earn- 
ing page?    Let  us  take,  first,  the  interest  item,  which  is  $1,826,610,  is  it  not? 

Answer.  Yes. 

Question.  And  the  net  after  interest  is  $3,954,123,  isn't  it? 

Answer.  Yes, 

Question.  So  that  the  total  profit  or  return  for  1926  of  the  system  was 
$5,780,733,  was  it  not?    Just  add  those  together. 

Answer.  The  total  gross  income? 

Question.  No ;  the  total  profit  or  return,  the  sura  of  the  interest  and  net  after 
interest. 

Answer.  Taking  the  sum  total  of  the  gross  income 

Question.  I  don't  think  you  will  find  it  in  that  way.  Just  take  your  pencil 
and  add  the  two  figures  of  interest  and  net  after  interest. 

Answer.  That  is  marked  "Total  gross  income." 

Question.  Take  a  piece  of  paper  and  add  them.  The  interest  is  $1,826,609. 
and  your  net  after  interest  is  $3,959,123.    What  is  the  sum  of  those  amounts? 

Answer.  $5,780,733. 

Question.  That  represents  the  net  that  year.  Now,  if  you  will  take  your 
pencil  and  calculate:  What  would  8  per  cent  be  of  your  tangible  property 
values  as  shown  for  the  same  year  in  the  report  that  we  have  been  looking 
at  before? 

Answer.  What  is  that?    46,000,000? 

Question.  Yes,  roughly,  46,000,000;  45,746,000.  Eight  per  cent  on  that  is 
3,659,727,  is  it  not? 

Answer.  Yes. 

Question.  Then  this  figure  of  5,780,000  is  greater  than  3,659,000.  is  it  not? 

Answer.  Well,  that  is — that  figure  includes  our  load  depreciation  rate,  which, 
as  I  explained  before,  is  due  to  be  raised,  and  this  is  not  an  average  figure 
over  a  long  term  of  years.  If -you  increase  that  by  about  one-half  per  cent  on 
the  46,000,000,  you  deduct  700,000  more. 

Question.  Let  us  get  away  from  explanations  of  qualifications  and  just  take 
the  figures. 

Mr.  Kelly.  I  submit  the  witness  has  a  right  to  qualify  his  answers.  If  you 
make  comparisons  against  2  per  cent  depreciation  and  against  1  per  cent  de- 
preciation, it  is  not  a  fair  comparison.  The  witness  has  a  right  to  explain 
his  answers. 

Mr.  ScATTEROOOD.  I  haven't  compared  it  with  anything  yet  except  the  allowed 
return. 
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By  Mr,  Scattergood  : 

Question.  This  figure  is,  as  a  matter  of  tiict,  12.7,  is  it  not,  on  ttie  45,700,000 
item? 

Answer.  Was  it  five  million  seven? 

Question.  Five  million  seven ;  yes. 

Answer.  Divided  by  45  cents? 

Question.  It  is  about  12.7  per  cent. 

Answer.  Yes. 

Question.  If  you  compared  it  on  the  valuation  that  Mr.  Kerr  spoke  of  the 
other  day  of  the  assessed  valuation  for  taxes,  52,000,000,  what  percentaj^e 
would  it  be? 

Answer.  Take  the  difference  in  depreciation  out  of  there;  you  won't  have 
very  much  more  than  10  per  cent,  maybe  11.     That  was  a  good  year. 

Mr.  Kelly.  Take  depreciation  out  and  apply  it  to  the  assessed  valuation. 

By  Mr.  Scattergood: 

Question.  On  the  assessed  valuation,  when  you  apply  it  there,  you  get  a 
little  over  11  per  cent? 

Answer.  Go  back  a  little  further  and  you  find  it  won't  make  anywhere  near 
that  much.    It  is  more  some  years  and  less  some  years. 

Question.  What  I  was  trying  to  do  is  just  find  what  the  figures  tell.  I 
think  j^ou  said  you  didn't  think  they  were  making  more  than  an  allowed  re- 
turn, didn't  you? 

Answer.  I  said  I  thought  we  would  not  on  Flathead. 

Question.  Well,  on  the  system  as  a  whole  you  said  you  would  not  be  al- 
lowed to  make  more  than  an  allowed  return,  didn't  you? 

Answer.  I  was  talking  about  Flathead.     We  weren't  talking  about  systems 

Question.  I  want  to  get  the  facts  fixed  for  the  system  as  a  whole,  and  then 
we  will  come  back  to  Flathead  in  particular.  As  a  matter  of  fact,  these  figures 
reveal,  do  they  not,  that  the  system  earned,  in  1926.  12.7  per  cent  on  the 
tangible  value  of  this  property  and  11.1  on  the  assessed  value  of  this  property? 

Answer.  Not  with  a  fair  rate  of  depreciation. 

Question.  I  am  using  a  rate  of  depreciation  that  your  company's  books  show. 

Answer.  On  that  basis  they  do;  yes. 

Question.  That  was  what  you  made  your  annual  statement  to  your  stock- 
holders on,  wasn't  it? 

Answer.  Yes. 

Question.  Is  there  any  further  adjustment  after  you  have  made  your  annual 
statement  to  your  stockholders? 

Answer.  Not  that  I  know  of. 

Question.  No;  that  is  the  last  word.  In  each  case  you  earned  considerably 
more  than  what  you  have  been  allowed  return  on  the  tangible  property,  but, 
of  course,  I  will  admit  you  have  never  had  a  fair  value  established.  But  on 
the  face  of  it  you  are  certainly  not  being  starved  under  the  regulation  that  is 
allowed  in  Montana. 

Answer.  You  could  just  as  well  make  up  another  set  of  figures  and  allow 
something  for  growing  and  so  on  and  get  an  entirely  different  answer. 

Question,  Now,  let  us  go  back  to  this  Flathead  proposition.  We  reached  a 
conclusion,  did  we  not,  that  there  would  be  about  $740,000  more  gross  income, 
using  the  same  figures  for  Flathead  that  you  have  had  on  your  whole  system 
and  realized  on  your  whole  system,  than  the  figure  that  you  put  into  Exhibit  8? 

Answer,  We  never  realized  an  money  on  our  whole  system  based  on  power 
delivery  at  the  plant.     We  did  not  deliver  it  there  at  the  plant. 

Question.  We  will  take  that 

Answer.  The  only  think  we  realized  was  the  power  actually  delivered  to 
customers  at  points  remote  from  the  plant. 

Question,  We  will  take  that  for  what  it  is  worth.  Anyhow,  this  plant 
shows — these  figures  show — that  if  you  applied  what  you  realized  on  the  whole 
system  in  profit  per  horsepower  you  would  get  a  gross  revenue  of  about 
upwards  of  $700,000  more  than  you  have  estimated  would  be  a  fair  return 
for  Flathead. 

Answer.  Yes. 

Question.  In  other  words,  we  have  a  figure  here  of  something  over  $700,000 
in  addition  to  the  nearly  $200,000  that  we  talked  about,  as  a  bonus,  you  might 
say.  from  the  Thompson  Falls  plant.  You  would  have  both  of  those,  wouldn't 
you? 
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Mr.  Kelly.  Just  a  momeut  now.  We  object  to  this  for  the  reason  that  pick- 
ing out  one  good  year  in  the  Montana  Power's  history  and  comparing  it  with 
the  witness's  estimate  of  Flathead  over  a  period  of  years  is  an  absolutely  unfair 
proposition.  It  might  be  admitted  for  the  purposes  of  the  record  that  we  lioi>e 
that  after  the  Flathead  project  is  operated  by  ourselves  or  somebody  else  for 
a  period  of  from  20  to  40  years  the  business  may  so  grow  that  in  good  years 
12  per  cent  or  even  13  or  15  per  cent  might  be  realized  in  order  to  make  up  for 
the  lean  years  that  come  in  everybody's  business ;  so  that  picking  out  one  year 
of  the  Montana  Power  Co.'s  business  and  comparing  it  with  what  this  witness 
estimated  would  be  the  earnings  of  this  plant  over  a  long  period  of  years  or 
over  an  average  year  is  absolutely  an  unfair  thing. 

Mr.  SOATTERGOOD.  Mr.  Chairman.  I  submit  that  Mr.  Kelly  can  make  any 
argument  he  wants  out  of  the  figures  later  on,  but  that  this  is  the  time  for 
testimony. 

By  Mr.  Scattergood: 

Question.  Now  isn't  it  a  fact,  then,  that  between  those  two  items  there  is  an 
additional  revenue  of  about  $900,000  a  year  that  you  did  not  take  into  consid- 
eration when  you  made  up  tliat  Exhibit  8V 

Answer.  Yes.    That  difference  is  $900,000  based  on  those  figures. 

Question.  I  asked  you  when  you  were  taking 

Answer,  Wait  a  minute.     I  want  to  modify  that. 

Question.  Excuse  me. 

Answer.  If  you  capitalize  that  at  6  per  cent  you  will  get  the  value  of  the  site- 
up  to  $15,000,000.  Add  $3,000,000  more  for  Flathead,  you  will  get  $18,000,000, 
and  you  won't  get  any  decrease. 

Question.  I  haven't  talked  that  way  yet,  and  I  didn't  expect  to,  so  you  need 
not  suggest  that.  I  have  been  in  business  long  enough  not  to  want  to  kill  a 
goose  that  lays  a  golden  egg.  I  don't  think  we  want  to  do  anything  more  than 
is  right  and  fair  in  a  trade  of  this  kind.  What  we  are  trying  to  do  is  to  reveal 
the  actualities. 

Mr.  Kelly.  You  are  doing  it  by  comparing  one  good  year  of  the  Montana 
Power  Co.  against  the  entire  history  of  another  plant.  Take  our  figures  for 
1921  or  1922  and  see  where  you  get. 

Mr.  Scattergood.  I  expected  you  would  say  that,  so  1  looked  over  the  trend, 
of  figures ;  in  1926  they  were  not  significantly  different  from  1927. 

Mr.  Kelly.  Take  1922  and  1923.     Take  the  bitter  with  the  sweet. 

Mr.  Scattergood.  All  right.  I  was  afraid  of  prolonging  the  hearing  if  we 
took  more  than  one  year,  Mr.  Chairman.     [Laughter.] 

By  Mr.  ScArrERGOOD : 

Q.  I  wanted  to  ask  you  whether  this  is  not  the  kind  of  a  statement  you  would 
present  to  your  board  of  directors. 

Answer.  The  kind  that  you  have  made? 

Question.  No;  the  kind  of  statement  that  will  show  the  real  potentialities 
of  this  thing  and  not  those  limited  as  you  did  limit  it  when  you  presented 
Exhibit  No.  8. 

Answer.  I  have  made  some  estimates,  which  were  not  made  for  public  con- 
sumption, to  submit  to  Mr.  Kerr,  in  years  gone  by  on  this  plant,  and  I  think 
he  will  bear  me  out  in  the  statement  that  you  indicated.  In  my  private  opinion 
it  is  highly  doubtful  whether  this  plant  is  worth  developing  or  not.  I  certainly 
did  not  say  it  was  worth  $15,000,000. 

Question.  I  didn't  intimate  that  it  was.  That  is  the  way  the  book  would 
figure  it,  wouldn't  it?  I  am  only  using  the  same  amount  that  you  already 
realized  in  Montana. 

Mr.  Kelly.  We  think  the  Montana  Power  Co.'s  plant  is  worth  more  than  this. 

By  Mr.  Scattergood: 

Question.  All  I  wanted  is  to  siiy,  as  a  voice  crying  in  the  wilderness  for  the 
Indians,  that  when  you  have  about  $900,000  a  year  extra  money  there  is  plenty 
to  go  around  and  take  care  of  everybody,  isn't  there? 

Answer.  If  we  had  $900,000  extra  money ;  yes. 

Question.  I  haven't  intimated  anything  that  makes  you  think  that  we  don't 
want  to  take  care  of  the  company  property,  have  I? 

Answer.  I  have  kind  of  gathered  that  impression.    Perhaps  I  am  mistaken. 

Question.  All  I  wanted  to  lead  to  the  conclusion  is  that  here  we  have  about 
$900,000  a  year  realizable  out  of  the  Flathead  proposition  on  the  conservative 
basis  which  he  admits  was  conservative  in  excess  of  the  figure  which  he  put 
down  as  an  allowed  return,  and  the  figures  show  It,  don't  they? 
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Answer.  Mr.  Wheeler  dirt  not  estimate  he  could  earn  that  much  from  it, 
did  he? 

Question.  But  the  figures  show  it,  do  they  not? 

Answer.  Your  figures  do ;  yes. 

Question.  And  those  figures  are  based  on  the  assumption  that  this  plant 
would  be  tied  in  with  the  Montana  Power  system,  and  you  get  just  as  good 
results,  which  you  already  estimate  in  advance  would  be  the  case? 

Answer.  I  don't  admit  that,  because  you  have  taken  the  Montana  Power  sys- 
tem's figures  for  transmission  and  subtracted  them  from  the  Montana  Power 
Co.'s  selling  price  and  arrived  at  a  hypothetical  price  for  which  the  Montana 
Power  Co.  sells  power  at  this  plant,  where  it  does  not  sell  power,  and 

Question.  Are  we  not  dealing  with  averages? 

Answer.  I  guess  we  are;  but  I  don't  see  applying  the  Montana  transmission 
costs  to  Flathead  and  working  backward  is  going  to  give  you  the  right  answer 
at  all. 

Question.  You  haven't  shown  us  it  is  a  good  answer. 

Answer.  I  think  we  have  indicated  that  we  can't  expect  to  sell  power  at 
Flathead  for  $28  a  horsepower.  I  don't  pretend  we  can.  Mr.  Wheeler  doesn't 
pretend  we  can.  W^hy  should  you  assume  from  figures  you  have  made  up  from 
the  Montana  Power  system  we  can? 

Question.  I  am  not  pleading  Mr.  Wheeler's  case,  but  Mr.  Wheeler  certainly 
did  claim  that  he  could  sell  at  the  low  price  of  $15  a  horsepower  and  attract 
industries  there. 

Answer.  I  thought  Mr.  Wheeler  and  I  were  on  the  same  side  on  this  par- 
ticular part  of  the  argument. 

Question.  I  think  you  are,  because  we  would  expect  that  Wheeler  would  have 
to  meet  the  conditions  of  payment  to  the  Indians  and  to  take  care  of  the  general 
public,  which  he  has  already  done  in  his  $15  price,  and  take  care  of  the  settlers 
as  well.    He  has  avowed  his  intention  to  do  that.    Didn't  he  do  that? 

Answer.  I  think  he  did ;  yes. 

Question.  Well,  all  I  wanted  to  point  out,  Mr.  Corcoran,  was  that  here  is  an 
item  of  $900,000  which  is  available  to  be  disposed  of  under  the  wisdom  of  the 
Federal  Power  Commission  and  the  Secretary  of  the  Interior  in  this  case,  to  be 
distributed  as  seems  just  and  right  between  the  various  parties  in  interest, 
namely,  the  company,  who  should  certainly  be  allow^ed  an  absolutely  fair  return 
under  the  Montana  Power  Co.'s  regulation  and  practice,  the  Indians,  the  white 
settlers,  and  I  should  hope  the  general  consumers  of  Montana.  Now.  it  would 
be  up  to  the  commission,  of  course,  to  find  out  a  method  of  doing  that  in  the 
general  public  interest.  Now,  I  wonder  whether  you  still  hold  to  your  view  in 
view  of  these  figures  and  the  very  great  amount  of  excess  profit  that  these 
figures  reveal?  Above  an  allowed  return  that  Flathead  will  create,  w^hether  you 
still  hold  to  your  view  that  the  Indians  ought  not  to  get  anything? 

Answer.  That  is  my  personal  opinion ;  yes.  I  think  if  there  is  any  excess 
like  this,  it  ought  to  go  to  the  people  of  Montana.  I  haven't  any  idea  there  is 
going  to  be  any  excess  like  this. 

Question.  There  is  a  good  deal  that  can  go  to  them. 

Answer.  I  have  estimated  here  that  with  a  reasonable  return  on  our  invest- 
ment we  can  generate  and  sell — if  we  could  sell  at  Flathead  at  $18  a  horse- 
power it  will  cost  $10  for  transmission,  making  a  cost  of  $28  at  Anaconda. 
Now,  we  are  selling  at  about  25,000  kilowatts  or  something  over  30,000  horse- 
power at  $25  at  Anaconda  now,  and  we  are  selling  about  22,000  horsepower  at 
$30  at  Anaconda,  almost  enough,  after  we  have  taken  care  of  the  local  require- 
ments for  the  irrigation  and  other  things  near  Flathead,  to  consume  the  entire 
capacity  of  the  plant,  and  the  average  cost  there  is  just  about  the  cost  we  are 
selling  at  in  Anaconda  now.  vSo  I  don't  see  that  w^e  are  going  to  make  $900,000 
more. 

Question.  But  Anaconda  is  the  lowest  priced  you  have,  as  well  as  the  biggest. 

Answer.  I  am  talking  of  the  load  at  the  town  of  Anaconda,  where  this  trans- 
mission line  will  terminate.  The  power  which  will  actually  be  carried  by  this 
plant  and  the  power  which  is  now  going  there  will  be  distributed  to  other  points. 

Question.  But  the  revenue  that  you  receive  at  Anaconda  is  the  lowest-priccMl 
revenue  that  is  received  in  the  whole  system,  is  it  not? 

Answer.  No;  50,000  horsepower  or  75,000  horsepower  is  being  sold  at  $25  a 
horsepower  at  Great  Falls,  and  about  15,000  at  $20  a  horsepower.  Now,  if  you 
are  going  to  say  that  this  low-priced  plant,  this  plant  is  so  valuable  as  com- 
pared with  any  other  plants  that  can  not  compete  with  the  plant  where  you  have 
got  no  charge  of  a  higher  price,  I  don't  see  where  this  figure  of  $900,000,  regard- 
less of  Mr.  King's  figures,  is  going  to  come  from.     Have  you  got  to  sell  at  a 
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higher  price  than  up  around  2  cents  a  kilowatt-hour,  and  so  on.  in  order  to  get 
the  money? 

Question.  It  seems  to  me  it  is  not  the  right  time  to  make  those  explanations 
when  I  asked  you  in  advance  of  all  these  figures  whether  or  not 

Answer.  I  wanted  to  get  at  what  conclusion  you  reached. 

Question.  You  don't  mean  to  say  you  are  going  to  change  your  answer  just 
because  of  the  conclusion  that  I  am  going  to  reach,  do  you?  We  are  talking 
about  a  state  of  facts 

Mr.  Kelly.  What  answer  has  he  changed? 

Mr.  ScATTERGOOD.  He  said,  before  we  began  this  line  of  questioning,  this  Flat- 
bead  plant  would  be  merged  right  into  the  general  Montana  Power  system  and 
yet  take,  except  for  the  general  trend  of  slightly  decreasing,  lower  prices,  the 
factors  of  sale  value  that  prevail  over  the  system. 

Mr.  Kelly.  Take  each  share  of  this  cheap  load  if  it  is  merged? 

Mr.  ScATTERGOOD.  Certainly ;  this  taken  into  consideration  with  this  figure  we 
are  using  here.  Where  is  the  extra  $700,000  which  we  added  to  the  Thompson 
Falls  bonus? 

Mr.  Kelly.  You  know,  there  is  only  about  5  per  cent  of  our  total  kilowatt- 
hours  in  a  year  that  go  to  miscellaneous  lighting  and  domestic  business  and  that 
sort  of  thing. 

Mr.  ScATTERGOOD.  I  Want  to  get  home  and  I  don't  care  to  get  into  miscella- 
neous lighting  at  the  moment.  I  have  got  enough  light  on  this  situation  already. 
We  don't  need  any  more  miscellaneous  lighting. 

Mr.  Dixon.  Any  other  witnesses?    We  have  all  the  light  out  of  this  mind. 

By  Mr.  Scattergood  : 

Question.  I  just  w^ant  to  summarize  a  moment  and  ask  you  whether  this  is  not 
correct 

Answer.  Well,  I  don't  think  it  is.     [Laughter.] 

Question.  Now,  Mr.  Corcoran,  I  want  to  ask  you,  first  of  all,  just  to  sum- 
marize :  When  you  calculated  the  engineering  side  of  this  proposition  you  took 
a  low  figure  for  cubic  feet  per  second,  did  you  not — a  conservative  figure? 

Answer.  I  took  as  accurate  a  figure  as  I  know  how  to  make. 

Question.  But  it  was  conservative? 

Answer.  It  w^asn't  too  low  or  too  high. 

Question.  When  you  took  the  figure  of  over-all  efficiency  you  took  the  very 
low  nominal  basis  of  calculation  that  the  commission  uses  for  its  charges 
basis? 

Answer,  I  took  the  figure  which  the  commission  uses.  I  am  not  prepared 
to  say  that  it  was  very  low,  nor  too  low.  I  think  it  was  a  very  proper  figure 
to  use. 

Question.  Now,  you  compounded  that  by  also  using  a  low  figure  for  use 
eflSciency,  did  you  not — use  ratio? 

Answer.  No;  I  raised  that  a  little. 

Question.  Did  you?    You  mean  85  instead  of  80? 

Answer.  If  I  had  used  the  figure  which  we  used  in  our  own  calculation  for 
our  plant  capacity  4  years  out  of  5  instead  of  9  years  out  of  10,  instead  of 
getting  a  low  for  the  Montana  Power  Co.  80  per  cent  I  would  have  got  75 
per  cent.     I  knew  you  wouldn't  believe  that,  so  I  calculated  it  upward. 

Question.  We  will  leave  that  to  the  commission.  You  at  least  used  much 
lower  figures  in  all  of  these  cases  than  the  other  applicant,  did  you  not? 

Answer.  I  should  hope  so. 

Question.  You  left  out  altogether  the  general  factor  which  would  affect  the 
case,  of  the  difference  in  time  in  the  water  flowing  east  of  the  mountains  and 
tbe  water  flowing  west  of  the  mountains,  didn't  you? 

Answer.  No.  I  used  that  as — I  say  I  used  it — I  considered  it  as  warranting 
me  in  raising  my  utilization  factor. 

Question.  But  we  have  had  no  way  of  calculating  that  difference  as  yet  in 
dollars  and  cents,  because  it  is  a  minute  study  that  the  commission  itself  will 
have  to  make,  is  it  not? 

Answer.  I  was  talking  to  Mr.  Hensbaw  the  other  day  about  that  fact  a  tvw 
minutes. 

Question.  I  don't  want 

An.swer.  He  decided  it  didn't  amount  to  much.  He  has  made,  I  guess,  as 
many  studies  as  I  have. 

Question.  You  also  left  out  altogether  this  question  of  the  Thompson  Falls 
bonus  of  nearly  $200,000? 

Answer.  Because  it  was  not  valuable. 
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Question.  But  you  left  it  out.  So  when  you  take  into  consideration  all  of 
the  engineering  conservative  factors  and  the  omission  altogether  of  the  two 
factors  of  the  east  and  west  sides  of  the  mountains  and  Thompson  Falls,  and 
then  add  to  that  fact  that  you  underestimated  your  income  by  about  $700,000, 
do  you  think  there  is  very  much  credence  to  be  put  upon  this  Exhibit  No.  8 
which  you  set  out  as  the  best  showing  that  you  could  make? 

Answer.  Well,  I  would  be  willing  to  submit  that  to  a  firm  of  bankers,  together 
with  your  estimate,  and  see  which  one  they  would  pick. 

Question.  Do  you  think  you  would  get  any  capital  on  this  statement? 

Answer.  On  yours? 

Question.  Yes;  on  mine.     They  would  grab  it,  wouldn't  they? 

Answer.  They  would  if  they  believed  it. 

Question.  Don't  you  think  the  figures  based  on  this  company's  showing  would 
make  them  believe  it? 

Answer.  Not  interpreted  this  way. 

Question.  All  right ;  we  will  leave  it  there. 

Mr.  Dixon.  Any  other  witness?     Do  you  want  to  ask? 

Mr.   Kelly.  No  questions. 

Mr.  Dlxox.  Any  other  witness? 

Mr.  ScATTERGOOD.  I  would  like  to  call  Mr.  Kerr  for  just  a  moment. 

(The  witness  was  excused.) 

Whei-eupon, 

F.  M.  Kerr  was  recalled  as  a  witness  on  behalf  of  the  applicant  the  Rocky 
Mountain  Power  Co.  for  further  cross-examination. 

By  Mr.  Scattergood: 

Question.  ;Mr.  Kerr,  you  mentioned  this  morning  the  fact  that  half  a  mill 
was  used  as  an  intercompany  price  when  the  companies  were  separated  before 
the  merger? 

Answer.  Yes,  sir. 

Question.  Was  that  at  the  bus  bar  or  including  any  transmission? 

Answer.  That  was  a  purely  arbitrary  price,  not  figured  on  any  consideration, 
because  it  was  a  case  of  passing  money  from  one  party  to  the  other  and  didn't 
make  any  difference  w^hether  you  made  it  a  mill  or  5  mills. 

Question.  That  being  the  case,  was  it  a  price  that  was  paid  to  the  operating 
company  that  generated  the  electricity  at  the  point  of  generation? 

Answer.  That  was  the  rate  of  interchanged  charge  wherever  it  happened  to 
be  measured. 

Question.  And  there  wasn't  any  transmission  charge  paid? 

Answer.  In  some  cases — no ;  there  was  no  transmission  charge  paid. 

Question.  Then  the  purchasing  company  paid  the  transmission  charge? 

Answer.  We  had  to  interchange  it  at  a  point  called  Gold  Creek,  between  the 
Great  Falls  Power  Co.  and  the  Thompson's  Falls  Power  Co.,  the  two  companies 
being  not  more  than  500  miles  apart  where  they  respectively  sold  to  each  other. 
In  the  one  case  one  had  a  couple  of  hundred  miles  transmission ;  in  the  other 
case  the  other  had  a  couple  of  hundred  miles. 

Question.  What  would  be  the  right  price,  do  you  think,  for  the  Rocky  Moun- 
tain Power  Co.,  if  its  entity  was  continued,  to  charge  to  the  Montana  Power  Co.? 

Answer.  I  can't  say  any  figure,  I  can't  make  an  offhand  guess  at  a 
figure  because  I  told  you  here  the  other  day  that  I  didn't  know  what  the 
final  cost  would  be ;  but  I  can  tell  you  what  is  a  common  price,  one  that  is 
offered  by  the  Government,  for  instance,  at  Boulder  Dam,  3  mills ;  and  we 
make  dump  power — so-called  dump  power  contracts  where  we  charge  2^4 
mills  and  2  mills. 

Question.  Would  you  feel  that  the  commission  would  be  well  advised  if  it 
used  that  price  of  3  mills  as  a  price  between  the  two  companies  at  the  bus 
bar? 

Answer.  If  you  charge  3  mills  to  the  other  company,  I  say  that  that  is  all 
right,  if  it  would  give  a  proper  return.  It  would  have  to  be  a  proper  return. 
You  are  asking  me  generally  what  these  kinds  of  jirices  are.     I  have  told  you. 

Question.  That  is  what  I  want,  because  it  would  go  into  the  whole  picture. 

Answer.  And  I  want  to  emphasize  that  the  Montana  Power  Co.'s  5-mill 
price  was  simply  a  conv(  nient  figure.  It  is  easy  to  multiply  by  five  and  it 
don't  make  a  bit  of  difference  in  the  final  answer.   - 

Question.  Of  course,  if  you  did  offer  the  Montana  Power  C»).  wholesale 
current   at    Flathead    at   3    mills,    you    would   have    to   put    on    the   additional 
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transmission  cost  and  your  interest  on  your  transmission  machinery  and  all 
the  other  charges,  wouldn't  you? 

Answer.  Yes.  sir. 

Question.  But  that  would  be  a  fair  price  that  you  think  you  could 

Answer.  That  is  one  of  the  prices  that  is  around  in  the  neighborhood  that 
might  be  sold. 

Question.  Just  pass  for  a  moment,  very  rapidly,  to  the  capitalization  plan. 
I  notice  in  this  sheet  that  it  is  proposed  that  you  might  have  bonds,  and  you 
confirmed  that? 

Answer.  My  understanding  is  that  you  have  a  right  to  bond  to  100  per 
cent  certain  classes  of  property,  and  that  is  generating  property  as  I  remember 
it. 

Question.  Would  you  feel  it  was 

Answer.  We  could  not  bcmd  to  100  per  cent  rights  of  way,  I  don't  think. 

Question.  It  is  a  very  unusual  thing,  isn't  it? 

Answer.  I'^es.    We  have  very  liberal  terms,  I  think. 

Question.  If  you  bonded  for,  say,  76  ptn-  cent,  would  you  have  the  balance 
in  preferred  stock,  do  you  suppose? 

Answer.  Some  things  come  up  to  me  or  you  entirely  new,  and  it  looks  to 
me — I  don't  know  what  my  principal  will  say  about  it,  but  it  looks  to  me 
that  under  this  law — it  is  our  first  application  and  our  first  experience  with  it — 
that  it  would  be  wise  to  operate  it  as  an  independent  company  and  keep  it 
there. 

Questicm.  I  should  very  much  hope  that  might  be  so,  because  then  the  com- 
mission could  always  regulate  it. 

Answer.  I  have  been  told  here  that  the  effort  to  multiply  compound  earnings 
has  been  one  of  the  terrible  problems  that  the  commission  has  had.  I  had 
never  heard  of  it  before  because  we  never  have  had 

Question.  It  would  certainly  facilitate  the  accounting  side,  so  Mr.  King 
tells  me. 

Answer.  I  can't  bind  my  people,  but  when  you  have  understood  all  this  it  is 
very  likely  that  that  would  be  the  case. 

Question.  If  you  sold  bonds  for  a  portion  you  would  sell  the  balance  of  pre- 
ferred stock,  perhaps.  Would  the  preferred  stock  carry  a  voting  right  in  the 
general  plan  that  you 

Answer.  Mr.  Scattergood,  I  think  in  a  case  of  this  kind,  if  we  followed  prece- 
dents previous,  that  the  holding  company  would  hold  the  common  stock  of  the 
other  company. 

Question.  That  would  be  the  only 

Answer.  And  that  is  the  only  theory  I  have;  and  if  there  was  some  surplus 
money  they  would  have  to  put  it  in  there. 

Question.  It  exactly  conforms  with  my  hope  with  regard  to  this  set-up. 

Answer.  That  was  the  case  in  Thompson  Falls  and  Great  Falls. 

Question.  You  held  all  the  equity  common  stock  and  that  was  the  only  voting 
stock,  wasn't  it? 

Answer.  Yes. 

Question.  That  is  entirely  the  right  plan. 

Answer.  That  is  the  plan  we  followed. 

Question.  That  carries  the  equity  back  to  the  parent  company,  on  whose  credit 
the  whole  proposition  goes  through;  isn't  that  right? 

Answer.  Our  merger  in  Montana  was  largely  on  the  basis  we  had  put  up  a 
double  tax  on  our  Income. 

By  Mr.  Ely  : 

Question.  You  don't  plan  to  distribute  any  of  this  common  stock  as  a  bonus 
to  the  Montana  Power  Co.? 

Answer.  Well,  heretofore  always  the  entire  stock  of  the  subsidiary  company 
was  in  the  treasury  of  the  Montana  Power  Co. ;  is  that  a  correct  statement? 

By  Mr.  Scattergood: 

Question.  That  is  exactly  the  way  it  ought  to  be. 

Answer.  That  is  the  way  it  was. 

Question.  You  have  no  different 

Answer.  I  can't  defend  my  principles  on  that.  I  am  telling  you  what  has 
been  our  former  practice. 

Question.  It  is  on  the  company's  credit  that  this  proposition  will  be  done, 
because  you  will  have  to  guarantee  your  securities. 
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Answer.  They  would  have  a  right  to  own  the  common  stock. 

Question.  Exactly.  That  is  the  right  thing,  if  it  is  done  that  way  rather 
than  distributed  as  bonus,  which  means  that  the  company  will  get  the  benefit  of 
all  this  underestimating  or  any  other  wrong  estimates,  with  the  additional 

Answer.  We  have  never  distributed  a  bonus  in  common  stock,  that  I  know 
of,  to  outsiders. 

Question.  You  have  declared  a  stock  dividend  a  year  or  two  ago?  That  is 
all  right.    It  is  general  practice. 

Answer.  We  divided  it.  I  don't  know  whether  that  is  a  stock  dividend  or  not. 
The  new  stock  don't  earn  any  more  than  the  old  did. 

Question.  Why  did  you  retire  that  large  issue  of  preferred  stock  at  a  very 
high  premium  in  1927? 

Answer.  Because  we  could  get  the  money  cheaper. 

Question.  What  can  you  get  the  money  at  now? 

Answer.  Well,  I  think  that  is  over  my  head,  but  I  would  expect  it  to  be  low 
in  this  part  of  the  market.  It  was  very  high  on  bonds  in  the  last  two  years. 
They  weren't  very  salable. 

Question.  All  right,  Mr.  Kerr.  That  is  all  I  have.  I  am  much  obliged  to  you 
and  Mr.  Corcoran  for  your  patience. 

Mr.  Dixon.  Any  other  witnesses?    If  not,  this  hearing  is  over. 

(Whereupon,  at  6.10  o'clock  p.  m.,  the  hearing  was  closed.) 


INDEX 

Page 

Adams,  Peter,  affidavit  of j^492 

Agricultural  Department : 

Report  of,  re  power  development  for  industrial  purposes  dated  Janu- 
ary 29,   1930 3576 

AUard,  Joe,  re  opposition  to  tribal  council 33(54 

Aluminum  Co.  of  America,  letter  of 3461 

American  Cynamid  Co.,  letter  of 3459 

American  Indian  Defense  Association  : 

Re  power  development 3332 

Letter  March  19,  1930 3382 

Letter  February  17,  1930 3489 

Letter  March  19,  1930 3494,3540 

American  Smelting  &  Refining  Co.,  letter  of 3462 

Anaconda  Copper  Mining  Co.,  letter  of 3460 

Ashley,  Emily,  re  signing  of  petition  presented  by  Richard  McLeod 3303 

Ashley,  Joseph,  affidavit  of 3498 

Ashley,    Willie 3297 

Automobiles  purchased,   list   of 3508 

Bisson,  Josephine,  affidavit  of 3498 

Bond,  L.  M.,  letter  of 3460 

Bonner,  F.  E.,  Agricultural  Department  letter  to 3576 

Bonser,  Harry  E. : 

Re  circulation  of  i)etitions 3365 

Re  tribal  council  acceptance  of  money  for  circulation  of  petitions 3365 

Bourdon,  Joseph,  affidavit  of 3503 

Breuckman,   Fred,   representative  National   Grange,   letter  to  President 

Hoover 3435 

Buhner  Fertilizer  Co.,  letter  of 3459 

Bullhead,    Andrew 3296 

Burgess  Laboratories,  letter  of 3463 

Carpenter,  Cecile  Dandyjim,  affidavit  of 3500 

Chapman,  Joseph,  letter  of 3465 

Charlo,  Martin : 

Re  Hamilton  Pow-wow  and  payments  of  money  by  Mr.  Kerr 3297 

General  conditions 3304 

Circular  and  i)etition  dated  December  24,   1928  requesting  that  Rocky 

Mountain  Power  Co.  be  given  permit 3316 

"  Citizens   Plan  " 3518 

Coe,  Chas.  E. : 

General   conditions 3307 

Re  education  and  schools 3310 

Re  committee  consisting  of  Joe  Irvin  et  al 3317 

Letter  re  logging  operations,  grazing,  and  farming  dated  October  15, 

1929 : 3373 

Statement  of  leased   reserved  lands 3374 

Cooperation  with  crooked  Indians 3503 

Louis  C.  Crampton,  statement  re 3504 

Charges  by  Flathead  Tribal  Council  against 3505 

Statement  re  expenditure  of  tribal  funds 3507 

Collier,   John    (executive   Secretary  American   Indian   Defense   Associa- 
tion) : 

Power  development,  letter  March  19,  1930 3382,  3474 

Letter  February  17,  1930 3489 

Letter  March  19,  1930 3494,3540 

Analysis  of  rental  proposals '^^^^ 

Analysis  of  War  Department  rental  set-up 3567 

Analysis  of  Interior  Department  set-up 3571 

I 


II  INDEX 

Page 

Courville,  Nazaire,  affidavit  of 3500 

Couture,  Octave,  irrigation  project 3309 

Cramer,  Ben 3368 

Davidson  Chemical  Co.,  letter  of 3457 

Deunison,  James  F.,  letter  to  Dr.  Haven  Emerson 3337 

Descbamp,  Marion 3353 

Diagram : 

Showing  comparative  rentals  of  bidders 3394 

Showing  operating  cost  per  horsepower 3394 

Dupuis,  Caville: 

Tribal  council,   re 3283 

Summary,  position  of  Flathead  Tribe  re  power-site  matter 3287 

Telegram 3382 

Education  of  Indian  children 3310 

Emerson,  Dr.  Haven,  letter  to  James  F.  Dennison 3337 

Employees,  list  of 3508 

Evans-Wallower  Laud  Co.,   letter  of 3462 

Expense  account,  prelicense  cost  Rocky  Mountain  Power  Co 3581 

Farm,  Stock,  and  Home  Magazine  article,  Water  Power  and  Politics 3449 

Federal  Phosphorus  Co.,  letters  of 3456 

Federal  Power  Commission,  hearing  before,  re  Flathead  power  sites 3653 

Felix,    Bazille 3295- 

Flathead  Indian  Association : 

Telegram 3489 

Superintendent  Coe,  cooperation  with 3503 

Statement  by  Crampton  re 3504 

Flathead  irrigation  project: 

Table  showing  area  of  reservoir  sites 3282 

Table  showing  operation  and  maintenance  accrued  charges  on  Indian 

lands 3282 

Flathead  power  sites : 

Summary,  position  of  Flathead  Tribe  re  power-site  matter 3287 

Flathead  tribal  council: 

Resolution  re  payment  tribal  attorney 3286,  3314 

Lease  for  power  site  with  Walter  H.  Wheeler 3338 

Resolution  re  rental  of  power  sites 3418 

Letter  dated  December  11,  1929 3487 

Letter  dated  February  15,  1930 3488- 

Resolution  re  charges  against  Superintendent  Coe 3505. 

Forbes,  Daniel  R.  (counsel  for  Walter  H.  Wheeler),  statement  of 3469. 

Forbes  &  Daniels: 

Letter  from  Godward,  A.  C,  re  W.  H.  Wheeler 3404 

Letter  from  Orville  E.  Johnson 3464 

Letter  from  C.  A.  Fuller 3465 

Letter  from  Joseph  Chapman 3465 

Letter  from  W.  F.  Kunze 3465 

Letter  from  F.  M.  Prince 3465 

Fuller,  C.  A.,  letter  of 3465 

Gingras,  Louie,  affidavit  of 3497 

Godward,  A.  C,  letter  of 3464 

Gray,  Chester  H.  (representative  of  American  Farm  Bureau) 

Reprint  of  testimony  before  Federal  Power  Commission 3450 

Grenier,  Moses,  general  conditions 3299^^ 

Hen  ring  before  executive  secretary  Federal  Power  Commission  re  Flat- 
head power  sites 3653: 

Hendrie,  G.  A.,  letter  of 3459 

Heil,  Sam  Sop ;^305. 

Hershey,  Elmer  E.,  attorney,  re  employment  by  Flathead  Indians 3353 

Hiatt,  Corie,  re  trading  with  Indians 3.346 

Holmes,  Alma,  re  delinquent  irrigation  charges 330(> 

Hughes,  Hugh  J.    (director  of  educati(m),   Minnesota   Wheat  Growers' 

letter  to  Hon.  Arthur  M.  Hyde 3448 

Hyde,  Arthur  M.,  letter  from  Hugh  J.  Hughes,  director  of  education, 

Minnesota  Wheat  Growers'  Association 344& 


INDEX  HI 

Interior  Department :  ^^f^ 

Rental   set-up gg^^ 

Analysis  of ^^qq 

Irvine,  Ajrnes,  jiftidavit  of oaoI 

Johnson,  Orville  PI,  letter  of g^o* 

Kaizer,  Michel,  affidavit  of ^492 

Kerr.  F.  M. : 

Cost  of  pumping  water  for  irrigation o-»i 

Bid  of  Kooky  :Mountain  Power  Co.  giving  15,000  horsepower  to  irri- 
gation project 2o?i 

Re  Rocky  Mountain  Power  Co.  bid 3292 

Re  power  development 3319 

King,  Judson  (director  National  Popular  Government  League) 3531 

Kirkpatrick,  Frank,  re  timber  operations 3301 

Kirkpatrick,  Mrs.  Frank,  re  reclamaticm  charges 3302 

Knight,  Henrv  G.,  letter  to  Agricultural  Department 3576 

Koos  ta  ta,  Chief 3345 

Kunze,  W.  F.,  letter  of l 346d 

LaFollette,  Hon.  Robert  M..  remarks  re  Flathead  power  development 3334 

Latimer.  Jos.  W. : 

Communications,  reconunendations.  and  general  conditions 3513 

Letter  from  R.  H.  Pratt 3514 

Captive  or  Citizens 3514 

Citizens  Plan 3518 

Facts  and  Dreams 3520 

Again  the  Indian 3521 

Letter  from  J.  L.  Miller 3522 

letter  to  Chas.  J.  Rhoads,  August  5,  1929 3522 

Letter  to  Chas.  J.  Rhoads,  August  8,  1929 3524 

Letter  to  Chas.  J.  Rhoads,  October  26,  1929 3525 

Letter  to  Chas.  J.  Rhoads,  March  26,  1930 3526 

Lease  copy  of,  between  Walter  H.  Wheeler  and  Flathead  Indians 3419 

Lemery,  Albert,  re  irrigation  project 3268 

Lemery,  Marie : 

Irrigation    project 3270 

General  conditions 3270 

Tribal  funds  for  administration  purposes 3271 

Tribal  council 3271 

Lensman.  G.  A.,  re  irrigation  project 3342 

Liquor  traffic,  suppression  of 3349 

Ludlum  Steel  Co.,  letter  of 3463 

Mackenstadt,  R.  C.  (chief  clerk,  Flathead  Agency),  re  Sam  Sop  Heil  funds 

with  agency 3306 

Marsh,  Ben  C.   (executive  secretary  Peoples  Lobby) 3536 

Mathieson  Alkali  Works,  letter  of 3457 

Matt.  Alfred,  affidavit  of 3503 

Matt,    Henry 3354 

Matt,  Stevens,  affidavit  of 3492 

Merrill,  O.  C.   (executive  secretary  of  Power  Commission),  letter  dated 

January  13.  1928,  re  bid  of  R.  M.  P.  Co.,  power  for  power  development —     3291 

Miller,  J.*^L..  letter  to  Jos.  W.  Latimer 3522 

Michel,  Sapiel: 

Affidavit  re  Hamilton  Pow-wow 3285 

Affidavit   of 3497 

Minnesota  Wheat  Growers'  Cooperative  Association,  letter  to  Arthur  M. 

Hyde,  Secretary  of  Agriculture 3448 

Moss,  Philip,  general  conditions 3298 

Montana  Power  Co.,  re  prelicense  cost 3581 

Montana  Power  Co.,  table  showing  undeveloped  sites,  owned  by 3400 

Montana  State  Farm  Bureau,  letter  of *- 3463 

Moody,  C.  J.  (project  engineer)  : 

Irrigation    project 3272 

Cost  of  pumping  water 3281 

Mountain  States  Power  Co..  letter  of 3462 

McCarl.  J.  R.  (Comptroller  General),  re  letter  Flathead  power-site  matter 

dated  March  7.  1928 3333 


IV  INDEX 

Page 

McDonald,  Louise  Mary,  affidavit  of 3501 

McDonald,  Thomas,  affidavit  of 3501 

McLeod,  Alexander,  affidavit  of 3499 

National    Council   of   American    Indians,    statement    re   Flathead   power 

development 3382 

National  Popular  Government  League  (see  Judson  King) 3531 

Newton,  Joel  H.,  re  irrigation  and  reclamation 3356 

Opinion,   Solicitor's 3644 

Owens,  Harry  N.,  article  Water  Power  and  Politics 3449 

Paul,  Louis  F.,  letter  to  R.  H.  Pratt 3530 

Peoples  Lobby,  see  Ben  C.  Marsh 3536 

Petition  and  circular,  dated  December  24,  1928,  requesting  that  R.  M.  P. 

Co.  be  given  permit 3295,  3316 

Power    sites,     table    showing    undeveloped    sites    owned    by    Montana 

Power  Co 3400 

Pratt,  R.  H. : 

Letter  of  November  12,  1913 3514 

Letter  to  Senator  Spencer,  December  29,  1921 3528 

Letter  from  Louis  F.  Paul 3530 

Prelicense  cost 3581 

Prince,  F.  M.,  letter  of 3465 

Regulations,  copy  of  general  timber  sales  regulations 3374 

Rental  proposals: 

War  Department 3541 

Interior  Department 3542 

Analysis  of 3565 

Reserved  lands,  statement  of  leased 3374 

Rhoads,  C.  J. : 

Letter  to  Senator  Wheeler,  dated  March  8,  1930 3505 

Letter  from  Joseph  W.  Latimer,  August  5,  1929 3522 

Letter  from  Joseph  W.  Latimer,  August  8,  1929 3524 

Letter  from  Joseph  W.  Latimer,  October  26,  1929 3525 

Letter  from  Joseph  W.  Latimer.  March  26,  1930 3526 

Rocky  Mountain  Power  Co. : 

Statement  of  pre-license  cost 3581 

Hearing  on  application  of,  before  Federal  Power  Commission 3653 

Rohm  &  Hass  Co.,  letter  of 3459 

Rollins  &  Sons,  letter  of 3464 

Letter  of  April  7,  1930 —  3579 

Russell,  Charles  A.   (solicitor),  copy  of  opinion 3644 

Scattergood,  J.  Henry   (Assistant  Commissioner  of  Indian  Affairs)  : 

Charges  against 3381 

Reply  to  charges 3386,  3433,  3435 

Letter  to  Senator  Wheeler,  February  21,  1930 3504 

Letter  to  Senator  Wheeler,  March  13,  1930 3505 

Schools,  Government,  none  on  Flathead  Reservation 3310 

Shinn,  Preston  A.,  statement  of 3526 

Sloan,  Ceciella,  affidavit  of 3502 

Solicitor's   opinion 3644 

Swift  &  Co.,  letter  of 3458,3459 

Tiller,  Isaac,  statement  of  re  delinquent  water  charges 3364 

Tmber  operations: 

Re  letter  Superintendent  Coe 3373 

Regulations,  copy  of 3374 

Tribal  funds: 

Expenditures  of,  for  administration  purposes 3507 

Statement  of  in  Treasury 3508 

Undeveloped  power  sites  owned  by  Montana  Power  Co 3400 

War  Department  set-i^: 

Rental  proposal 3541 

Analysis   of 3567 

Ward,  Sid 3351 

Washington  News,  clipping  from  Issue  March  10,  1930, 3381 

"Water  Power  and  Politics,"  article  entitled 3449 


INDEX 


HEARING  ON  THE  CONFLICTING  APPLICATIONS  OF  WALTER  H. 
WHEELER  AND  ROCKY  MOUNTAIN  POWER  CO.,  FOR  THE  DE- 
VELOPMENT OF  THE  FLATHEAD  POWER  SITES,  BEFORE  THE 
FEDERAL  POWER  COMMISSION,  AT  WASHINGTON,  D.  C,  OCTOBER 
28,  29,  30,  31,  NOVEMBER  1.  4.  5,  6,  7,  8,  AND  9,  1929 

HEARINGS 

Page 

October  28.  1929 3653 

October  29,  1929 3693 

October  30,  1929 3752 

Octcber  31.  1929 3804 

November  1,  1929 3870 

November  4,  1929 3939 

November  5,  1929 4014 

November  6,  1929 - 4079 

November  7,   1929 4143 

November  8,  1929 4213 

November  9,  1929 ^ 4274 

WITNESSES 

Burch,  Edward  P 3766 

Campbell,  L.  A_^ 4219 

Cochrane,    H.    H 4054 

Resumed 4079,  4143,  4159,  4171 

Recalled - 4275 

Resumed 4327 

CramtoD,  Hon.  L.   C 4298 

Dellwo,  D.  A 4227 

Evans,  Hon.  John  M— 4291 

Forbes,  Daniel  R.  (preliminary  statement  on  behalf  of  W.  H.  Wheeler)-  3661 

Gardiner,  H.  C 3870 

Grav,  Chester  H 3676 

Hanna,  W.  S 8841 

Harbert,  James  H 3923 

Inkster,  A.  B 4240 

Jellison,  W.  F 4245 

Kelley,   D.   M.    (preliminary    statement   on   behalf   of   Rocky    Mountain 

Power  Co.) 36G0 

Kerr,  F.  M 3663 

Resumed 3793,  3805 

Recalled 3939 

Resumed 3978;  4014,  4157,  4177 

Recalled - 4293,4343 

King,    William    V 4293 

Resumed 4322 

Laist,    Frederick 3902 

McCormick,   W.    S 4170 

Resumed , 4264 

Marshall,  L.  W 3727 

Pope,  W.  L.  (preliminary  statement) . 4180 

Smith,  C.  B 3976 

Swenson.  W.  G — 3846 

Walsh.    Hon.    T.    J 4277 

Wells,  Arthur    E ^ 3817 

Wheeler.  Walter  H 3666 

Resumed 3682,  3694,  3729.  3753 

Rebuttal 4307 

26465— 30— PT 10 69  v 


VI  INDEX 

Wheeler,  Walter  H. :  ^^s^- 

Copy  of  lease  to  Indians 3338 

One  of  b  dders  for  Flathead  power  site,  statement  of 3391 

Letter  from  Ray  Lyman  Wilbur,  dated  February  28,  1930 3416,  3438 

Letters  from  Federal  Phosphorous  Co 3456 

Letter  from  Davidson  Chemical  Co 3457 

Letter  from  Mathieson  Alkali  Works 3457 

Letter  from   Swift  &  Co 3458 

Letter  from  Swift  &  Co 3459 

Letter  from  American   Cynamid   Co 3459 

Letter  from  Buhner  Fertilizer  Co 3459 

Letter  from  G.  A.  Hendrie 3459 

Letter  from  Rhom  &  Hass  Co 3459 

Letter  from  Anaconda  Copper  Mining  Co 3460 

Letter  from  L.  M.  Bond 3460 

Letter  from  Aluminum  Co,  of  America 3461 

Letter  from  Evans-Wallower  Lead  Co 3462 

Letter  from  American  Smelting  &  Refining  Co 3462 

Letter  from  Mountain  States  Power  Co 3462 

Letter  from  Ludlum  Steel  Co 3483 

Letter  from  Burgess  Laboratories  Co 3463 

Letter  from  Montana  State  Farm  Bureau 3463 

Letter  from  Rollins  &  Son 3464 

Hearing  on  application  of,  before  Federal  Power  Commission 3653 

White,  Mary  Olive 3352 

Wilbur,  Ray  Lyman  (Secretary  of  Interior  Department)  : 

Letter  to  Walter  H.  Wheeler  dated  February  28,  1930 3416 

Communications  exchanged  with  Judson  King 3532 

o 


